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OFFSHORE  PORTS  AND  TER3IIi\ALS 


TUESDAY,   JUNE   12,    1973 

House  of  Ivepresextati\-es, 

COMMITI'EE   ON    ]MeKCIIAXT   ^MaRIXE   AXD    FISHERIES, 

Washington^  D.C. 

The  committee  met  )>Ui.siiaiif  to  call  at  10:07  a.m.,  in  room  lo34. 
IjOiio-wortli  Office  Buildiii^,  tlie  Honorable  Leonor  K.  Sullivan 
(chairman  of  the  connnittee),  presiding. 

The  CiiAiRMAX.  This  morning,  the  Committee  on  Merchant 
^Marine  and  Fisheries  liegins  a  set  of  comprehensive  hearings 
addressing  the  need  for,  and  the  various  problems  connected  with, 
the  construction  and  operation  of  deep  water  offshore  ports  ancl 
terminals,  for  the  reception  of  our  increasing  oil  imports.  The  pur- 
pose of  these  hearings  it  to  consider  the  prospective  advantages 
flowing  from  the  construction  of  such  terminals,  as  Avell  as  the  clis- 
advantages  that  may  be  present  in  transferring  cargoes  in  ocean 
ai/eas  subject  to  the  stresses  of  wind,  Avater,  and  Aveather. 

We  have  been  hearing  increasingly  in  recent  years  of  problems 
facing  our  Nation  in  providing  for  an  adequate  energy  supply. 
Various  studies  have  been  undertaken  in  the  executive  department, 
in  the  Congress,  and  in  the  private  sector,  seeking  the  most  viable 
solutions  for  these  problems.  While  tlie  results  of  those  studies 
differ  in  some  respects,  there  is  no  disagreement  among  them  as  to 
the  fact  that  in  the  next  few  years  the  energy  demand  in  the  United 
States  will  rise  much  more  rapidly  than  the  energy  supply.  Until 
new  sources  of  energy  not  now  available  can  be  developed  for 
future  national  use,  it  is  obvious  that  we  must  continue  to  rely  on 
the  use  of  existing  fossil  fuels,  the  bulk  of  which  is  represented  by 
oil. 

I  do  not  at  this  time  intend  to  discuss  other  fuels  or  other  methods 
of  supplying  our  energy  needs.  Neither  do  I  intend  to  address  my- 
self to  methods  whereby  we  can  successfully  depress  the  rapidly 
rising  demand  curve.  I  would  like  merely  to  point  out  that  whatever 
successes  we  may  accomplish  in  those  areas  for  the  immediate  years 
ahead,  we  must  continue  to  rely  on  oil. 

The  United  States,  which  is  still  in  the  forefront  of  oil  produc- 
tion, was  once  self-sufficient  in  its  domestic  oil  supplies.  That  is  no 
longer  the  case.  In  fact,  the  various  studies  indicate  that  within  the 
next  decade  and  a  half,  oil  imports  from  foreign  sources  will  be 
needed  to  supply  approximately  35  percent  of  our  energy  needs, 
amounting  to  approximately  00  percent  of  the  total  oil  consumed. 

Facing  that  problem,  these  hearings  are  designed  to  supply  the 
committee  with   information  concerning  the  prospective   role  that 

(1) 


offsliore  poits  and  terminals  should  play  in  providing  for  the  recep- 
tion of  approximateh'  15  million  barrels  per  day  of  oil  imports. 

Because  of  the  economics  involved  and  the  threat  to  our  balance 
of  payments,  it  seems  to  be  an  almost  foregone  conclusion  that  if 
we  intend  to  import  this  volume  of  oil,  Ave  must  carefully  consider 
the  utilization  of  increasingly  large  tankers  and  provide  for  the 
accommodations  which  can  handle  them. 

From  a  cost  effective  viewpoint,  one  of  the  most  promising  look- 
ing alternatives  is  the  construction  of  offshore  ports  or  some  other 
ofl'shore  terminal  sj'stem. 

At  the  same  time,  we  must  not  permit  ourselves  to  ignore  the 
potentially  adverse  impact  that  too  large  a  dependence  on  offshore 
facilities  may  have  on  our  existing  port  complexes. 

Unintended  dislocations  and  disruptions  of  present  trade  patterns 
might  result  in  such  losses  to  our  present  port  areas  as  to  substan- 
tially offset  the  economic  benefits  we  expect  to  gain. 

In  addition,  I  believe  that  we  must  examine  the  impact  of  off- 
shore terminals  on  our  maritime  shipbuilding  program. 

There  appears  to  be  decided  promise  that  the  establishment  of 
offshore  terminals,  if  properly  handled,  might  substantially  benefit 
the  IT.  S.  merchant  marine  and  assist  in  restoring  it  to  its  rightful 
place  among  the  maritime  nations,  resulting  not  only  in  a  healthier 
merchant  marine  program,  but  also  providing  a  more  substantial 
base  for  our  national  security  interests. 

In  addition  to  examining  the  potential  impact  of  offshore  ports 
on  oui-  national  economic  health  and  on  the  U.  S.  merchant  marine, 
we  must  carefully  consider  the  operational  requirements  of  various 
offshore  terminal  designs  so  that  we  promote  the  best  safety  prac- 
tices and  provide  the  greatest  possible  protection  of  the  marine  en- 
vironment from  the  damage  that  Avould  result  from  less  than  ade- 
quate requirements  for  the  transfer  and  transshipment  of  the  oil 
cargoes  from  the  offshore  facilities  to  the  destinations  ashore. 

In  that  regard,  we  must  also  consider  the  potential  effect  on  the 
coastal  areas  through  which  this  transshipment  must  necessarily 
occur  and  devise  legislation  which  will  best  provide  for  shoreside 
involvement. 

The  hearing  will  begin  with  testimony  from  the  various  Federal 
departments  and  agencies  with  responsibilities  affected  by  offshore 
ports. 

Following  the  Federal  agencies,  we  will  receive  testimony  from 
various  groups  which  have  been  active  in  preparing  proposals  for 
specific  off'shore  terminals,  from  the  representatives  of  State  and 
local  governments  and  port  organizations,  from  various  enterprises 
which  will  be  affected  by  an  offshore  terminal  program,  and  from 
the  public  generally,  including  those  groups  which  are  concerned 
with  the  potential  environmental  impact  of  these  facilities. 

There  are  now  several  bills  pending  in  the  Congress  covering  the 
general  issue  of  offshore  structures  of  various  tvpes,  two  of  them, 
H.R.  5091  and  H.E.  5898,  before  this  committee.  H.R.  5091  con- 
cerns offshore  structures  in  general  and  provides  for  a  certification 
mechanism  whereby  certain  criteria  are  established  and  procedures 
are  outlined  through  which  the  fullest  possible  protection  of  the 


marine  environment  is  made  possible,  before  the  construction  or 
operation  of  any  oifshore  structure  may  be  undertaken. 

H.R.  5898  takes  a  different  tack,  in  that  it  relates  to  offshore  port 
and  terminal  facilities  only  and  provides  for  the  circumstances 
under  which  permits  for  the  construction,  operation,  and  main- 
tenance of  such  facilities  may  be  issued. 

The  two  bills  will  be  used  as  vehicles  for  consideration  of  the 
overall  problem,  but  in  my  opinion,  neither  bill,  standing  alone, 
will  meet  our  overall  needs. 

[The  bills  referred  to  follow :] 

[H.R.  5091,   93d  Cong.,   first  sess.] 

A  BILL  To  amend  the  Marine  Protection,  Re.search.   and  Sanctuaries  Act   of   1972,  and 

for  other  purposes 

Be  it  enacted  Ity  the  Senate  and  7/oH.s-e  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That  the  Marine  Protection.  Re- 
search, and  Sanctuaries  Act  of  1972  is  amended  by  adding  at  tlie  end  thereof 
the  following  new  title : 

"TITLE   IV— SITING.   CONSTRUCTION,   AND   OPERATION   OF    CERTAIN 
STRUCTURES  IN  OFF-SHORE  COASTAL  WATERS 

"findings  and  purpose 

"Sec.  401.  (a)  The  Congress  finds— 

"(1)  that  the  construction  and  operation  of  large-scale  offshore  struc- 
tures, both  fixed  and  floating,  designed  to  be  used  as  ports,  terminals, 
powerplants,  airports,  research  platforms,  or  for  other  purposes,  are 
presently  jjlanned ; 

"(2)  that  there  is  a  nationwide  need  to  oversee  the  planning,  con- 
struction, and  operation  of  such  facilities  to  prevent  damage  to  the  off- 
shore coastal  waters  of  the  United  States  and  the  resources  therein, 
including  but  not  limited  to,  fish,  shellfish,  and  wildlife,  marine  and 
coastal  resources,  and  recreational  and  scenic  values,  which  waters  and 
resources  are  hereafter  in  this  title  referred  to  as  the  "marine  environ- 
ment' ;  and 

'•(3)   that    the    planned    development    of    such    facilities    involves    and 
affects    interstate     and    foreign    commerce,     fisheries    and    wildlife,    and 
navigation  and  will  affect  United  States  citizens  and  the  marine  environ- 
ment over  a  broad  geographical  area. 
"(h)   The  purpose  of  this  title  is  to  provide  for  the  fullest  possible  protec- 
tion of  the  marine  environment  in  order  to  prevent  an  unacceptably  adverse 
impact  from  the  construction  and  operation  of  such  facilities  by  authorizing 
and    directing    the    Secretary    of    Commerce    to    issue    a    certification    that    in 
respect  to  any  structure  all  possible  precautions  have  been  taken  to  protect 
the  marine  environment,   or  to   deny  such  certification   if  the  facility   is   ad- 
judged by  the  Secretary   to  pose  an  unreasonable  threat  to  the  integrity  of 
the  marine  environment. 

"definitions 

"Sec.  402.  For  the  purposes  of  this  title  the  term — 

"(a)   'Secretary'  means  the  Secretary  of  Commerce. 

"(b)  'Structure'  means  any  artificial  island  or  other  stationary  structure, 
either  fixed  or  floating,  located  in  the  offshore  coastal  waters  of  the  United 
States  and  which  is  intended  for  u.se,  or  used,  as  a  port,  terminal,  powerplant. 
airport,  or  research  platform,  or  for  any  other  purpose :  Provided.  That  it 
does  not  mean  structures  designed  and  used  for  exploring  for,  developing, 
removing,  or  transporting  resources  from  those  waters  or  from  the  seabed 
or  the  subsoil  thereof  beneath  those  waters. 

"(c)  'Person'  means  any  private  person,  individual,  association,  corpora- 
tion, or  entity,  or  any  officer,  employee,  agent,  department,  agency,  or  instru- 
mentality of  the  Federal  Government,  of  any  State  or  local  unit  of  govern- 
ment. 


"((1)  'Offshore  coastal  waters  of  the  United  States'  means  the  high  seas 
beyond  the  territorial  seas  of  the  United  States,  superjacent  to  the  'Conti- 
nental Shelf  of  the  United  States,  as  the  latter  term  is  defined  in  article  I 
of  the  Convention  on  the  Continental  Shelf   (15  U.S.T.  471;  TIAS  5578). 

"certification 

"Sec  403.  (a)  No  person  shall  construct  or  operate  a  structure  until  the 
Secretary  shall  liave  certified  that  the  activity  involved  will  not  result  in  an 
unacceptably  adverse  impact  on  the  marine  environment,  and  that  all  possible 
precautions  have  been  taken  to  minimize  any  adverse  impact  that  may  result. 
Certification  shall  relate  to  site  selection,  method  and  type  of  construction, 
and  operation  of  the  structure. 

"{h\  The  Secretary  may  give  certification,  after  an  adjudication  on  the 
record,  in  accordance  with  the  requirements  of  subchapter  11,  chapter  5, 
title  5.  United  States  Code,  to  any  such  structure  upon  a  showing  by  the 
applicant  therefor  that  neither  the  location,  the  construction,  nor  the  opera- 
tion of  the  proposed  structure  will  pose  an  unreasonable  threat  to  the  in- 
tegrity of  the  marine  environment,  and  that  all  possible  precautions  have 
been  taken  to  minimize  any  adverse  impact  that  may  result.  Such  hearing 
may  be  combined  with  any  other  required  hearing  and  the  Secretary  shall 
coordinate  his  procedures  with  those  of  other  involved  agencies.  The  appli- 
cant shall  submit  reasonably  detailed  plans  of  the  structure  at  least  two 
years  prior  to  the  expected  date  of  the  beginning  of  construction :  Provided, 
That  as  to  those  structures  which  are  not  in  the  construction  phase  on  the 
effective  date  of  this  title  but  nonetheless  will  reach  the  construction  phase 
at  any  time  within  two  years  of  the  effective  date,  the  applicant  shall  submit 
plans  to  the  Secretary  as  soon  as  possible  after  this  title  goes  into  effect.  The 
Secretary  shall  establish  a  reasonable  fee  to  be  paid  by  the  applicant  sufficient 
to  cover  the  administrative  costs  incurred  in  evaluating  an  application  for 
certification. 

"(c)   The    Secretai-y   shall   establish   and   ajjply   criteria   for   reviewing   and 
evaluating  such  structures,  and  in  establishing  or  revising  such  criteria,  shall 
consider,  but  is  not  limited  in  his  consideration  to.  the  following : 
"(1)  the  need  for  siting  such  structure  offshore; 

"(2)  the  effect  of  such  structure  on  human  health  and  welfare,  in- 
cluding esthetic  and  recreational  values ; 

"(3)  the  effect  of  such  structure  on  fish,  plankton,  shellfish,  and  wild- 
life resources ; 

"(4)  the  effect  of  such  structure  on  the  oceanographic  currents  or 
wave  patterns  and  upon  nearby  shorelines  and  beaches ; 

"(5)  the  effect  on  alternate  uses  of  the  oceans  and  navigable  waters, 
such  as  scientific  study,  fishing,  and  other  living  and  nonliving  resources 
exploitation ; 

"(6)  the  dangers  to  such  structure   occasioned   by   waves,   winds,   and 
weather  and  the  steps  which  can  be  taken  to  protect  against  such  dangers ; 
"(7)   the  effect  of  such  structure  on  navigation;  and 
"(8)   such  other  considerations  which  the  Secretary  deems  appropriate 
or  necessary  to  fully  evaluate  any  structure.  In  establishing  criteria,  the 
Secretary  shall  consult  with  Federal,   State,  and  local  oflicials  and  inter- 
ested members  of  the  general  public,   as  may   appear  appi-opriate  to  the 
Secretary. 
"(d)   In   reviewing  applications   for   certification,  the   Secretary  shall  make 
provision   for   consultation    with    any   Federal   agency   which   has   jurisdiction 
by   law   or   special   expertise   with    respect   to    any    environmental    impact    in- 
volved.  Comments  of  a  substantive   nature   shall   be   incorporated  as  part  of 
the  certification. 

"public  access  to  information 

"Sec.  404.  (a)  Copies  of  any  communications,  documents,  reports,  or  infor- 
mation received  or  sent  by  any  applicant  shall  be  made  available  to  the 
public  upon  identifiable  request,  and  at  reasonable  cost,  unless  such  informa- 
tion may  not  be  publicly  released  under  the  terms  of  subsection  (b)  of  this 
section. 

"(b)  The  Secretary  shall  not  disclose  information  obtained  by  him  under 
this  Act  which   concerns  or  relates   to  a  trade   secret  referred   to  in   section 


ino.j  of  title  IS,  United  States  Code,  except  that  such  information  may  be 
disclosed — 

"(1)  to  other  Federal  Government  departments,  agencies,  and  oflSciaLs 
for  official  use  upon  request ; 

"(2)  to  committees  of  Congress  having  jurisdiction  over  the  subject 
matter  to  which  the  information  relates ; 

"(3)  in  any  judicial  proceeding  under  a  court  order  formulated  to 
preserve  the  confidentiality  of  such  information  without  impairing  the 
proceedings ; 

"(4)  to  the  public  in  order  to  protect  their  health  and  safety  after 
notice  and  opportunity  for  comment  in  writing  or  for  discussion  in  closed 
session  within  fifteen  days  by  the  party  to  which  tlie  information  per- 
tains (if  the  delay  resulting  from  such  notice  and  opportunity  for  com- 
ment would  not  be  detrimental  to  the  public  health  and  safety). 

Nothing  contained  in  this  section  shall  be  deemed  to  require  the  release  of 
any  information  descril)ed  l)y  subsection  (b)  of  section  5')2,  title  5,  United 
States  Code,  or  which  is  otiierwise  protected  by  law  from  disclosure  to  the 
public. 

"navigational  effects 

"Sec.  405.  (a)  In  evaluating  the  effect  of  any  proposed  structure  on  naviga- 
tion, the  Secretary  shall  consult  with  and  olitain  the  views  of  the  Secretary 
of  the  Department  in   which   the   Coast  Guard   is  operating. 

"(b)  The  Secretary  of  the  Department  in  which  the  Coast  Guard  is  operat- 
ing shall  have  authority  to  promulgate  and  enforce  such  reasonable  regula- 
tions with  respect  to  lights  and  other  warning  devices,  safety  equipment,  and 
other  matters  relating  to  the  promotion  of  safety  of  life  and  property  on 
structures  referred  to  in  section  303(b)  or  on  the  waters  adjacent  thereto, 
as  he  may  deem  necessary. 

"(c)  The  Secretary  of  the  Department  in  which  the  Coast  Guard  is  operat- 
ing may  mark  for  the  protection  of  navigation  any  such  structure  whenever 
the  owner  has  failed  suital)ly  to  mark  tlie  same  in  accordance  with  regula- 
tions issued  hereunder,  and  the  owner  shall  pay  the  cost  thereof.  Any  person 
who  shall  fail  or  refuse  to  oltey  any  of  the  lawful  rules  and  regulations  issued 
hereunder  shall  be  guilty  of  a  misdemeanor  and  shall  be  fined  not  more  than 
$500  for  each  offense.  Each  day  of  the  continuing  violation  shall  constitute 
a  separate  offense. 

"relationship  to  other  laws 

"Sec.  400.  Xo  action  taken  pursuant  to  tliis  title  shall  relieve,  exempt,  or 
immunize  any  person  from  any  other  requirements  imposed  by  Federal,  State, 
or  local  laws,  regulations,  or  ordinances,  including,  but  not  limited  to,  the 
National  Environmental  Policy  Act  of  lOGO,  as  amended. 

"penalty 

"Sec.  407.  (a)  Any  person  subject  to  the  jurisdiction  of  the  United  States 
who,  after  the  effective  date  of  tliis  title,  begins  to  construct,  constructs,  or 
operates  a  structure  without  a  certification  as  required  herein  shall  be  liable 
to  a  civil  penalty  of  not  more  than  .$.")0.000.  to  ])e  assessed  by  the  Secretary. 
Each  day  of  a   eontinning  violation  shall  constitute  a  separate  violation. 

"(h)  Xo  penalty  shall  be  assessed  under  this  section  until  the  person 
charged  has  been  given  notice  and  an  opportunity  to  be  heard.  Upon  failure 
of  the  offending  person  to  pay  an  assessed  penalty,  the  Attorney  General,  at 
the  request  of  the  Secretary,  shall  commence  action  in  the  appropriate  dis- 
trict court  of  the  United  States  to  collect  tlie  penalty  and  to  seek  such  other 
relief  as  may  be  appropriate. 

"(c)  Tlie  district  courts  of  the  United  States  shall  have  jurisdiction  lo 
enjoin  the  construction  or  operation,  or  both,  of  any  structure  which  has  not 
been  certified  as  required  by  this  title. 

"(d)  The  injunctive  relief  provided  by  this  section  shall  not  restrict  any 
right  which  any  person  (or  class  of  persons)  may  have  under  any  statute 
or  common  law  to  seek  enforcement  of  or  compliance  with  any  standard  or 
limitation  or  to  seek  any  other  relief  (including  relief  against  the  Secretary). 
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"authorization  fob  appkopriation 

"Sec.  408.  There  is  authorized  to  be  appropriated  $1,000,000  for  the  fiscal 
year  1974  and  for  each  of  the  next  two  fiscal  years  thereafter  for  admin- 
istration of  this  title,  and  for  succeeding  fiscal  years  only  such  sums  as  may 
be  specifically  authorized  by  law." 


Department  of  the  Navy, 
Office  of  Legislative  Affairs, 
Washington,  D.C.  June  13,  1913. 
Hon.  Leonor  K.  Sullivan, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries, 
House  of  Representatives, 
Washington.  D.C. 

Dear  Madam  Chairman  :  Your  request  for  comment  on  H.R.  5091,  a  bill 
"To  amend  the  Marine  Protection,  Research,  and  Sanctuaries  Act  of  1972, 
and  for  other  purposes,"  has  been  assigned  to  this  Department  by  the  Secre- 
tary of  Defense  for  the  preparation  of  a  report  expressing  the  views  of  the 
Department   of  Defense. 

This  bill  would  place  with  the  Secretary  of  Commerce  the  authority  for 
certification  of  the  acceptability  to  the  marine  environment  the  siting,  con- 
struction and  operation  of  structures  to  be  used  for  ports,  terminals,  power- 
plants,  airports,  research  platforms  or  other  purposes  in  the  high  seas  beyond 
the  territorial  seas  of  the  United  States,  superjacent  to  the  Continental  Shelf 
of  the  United  States. 

H.R.  5091  is  considered  objectionable  for  the  following  reasons : 

a.  There  is  the  significant  danger  that  the  bill  would  be  interpreted  as 
providing  for  unilateral  extension  of  the  United  States'  jurisdiction  beyond 
the  12-mile  contiguous  zone  provided  for  in  the  1958  Convention  on  the  Ter- 
ritorial Sea  and  Contiguous  Zone.  An  assertion  of  sovereignty  over  "offshore 
coastal  waters",  which  is  now  included  in  the  bill,  would  contravene  inter- 
national law.  Also,  while  the  United  States  may  prohibit  activities  by  its 
own  citizens,  even  on  the  high  seas,  the  bill  (section  407(a))  does  not  limit 
Its  jurisdiction  to  citizens.  Instead,  it  applies  to  "any  person  subject  to  the 
jurisdiction  of  the  United  States"  and  permits  the  assessment  of  a  civil 
penalty  of  up  to  .$.50,000  per  day  for  each  day  of  the  violation.  It  is  con- 
ceivable that  "any  person  subject  to  the  jurisdiction  of  the  United  States" 
could  be  construed  to  apply  to  an  alien  who,  after  performing  the  prohibited 
acts,  enters  the  territory  of  the  United  States.  Additionally,  a  U.S.  court 
could  construe  the  prohibited  acts  as  an  encroachment  on  the  territorial 
integrity  of  the  United  States  and  thus  apply  it  to  aliens  who  place  structures 
on  or  over  the  Continental  Shelf. 

It  is  the  policy  of  the  United  States,  neither  to  make  nor  to  recognize 
unilateral  claims  to  sovereignty  Iteyond  the  territorial  .sea  except  as  pro- 
vided in  customary  and  conventional  international  law  (9  mile  fishing  zone 
and  contiguous  zone  for  enforcement  of  customs,  fiscal,  immigration  and 
sanitary  regulations).  In  order  to  pre.serve  a  narrow  territorial  sea  through- 
out the  world,  which  is  essential  to  our  security  interests,  the  United  States 
has  consistently  protested  the  unilateral  extension  of  coastal-state  sovereignty 
and  jurisdiction  by  other  nations,  and  has  steadfastly  maintained  that  such 
matters  should  be  dealt  with  on  a  multinational  basis  at  the  forthcoming 
Law  of  the  Sea  Conference.  The  enactment  of  this  bill  with  its  assertions  of 
sovereignty  over  marine  areas  seaward  of  the  territorial  sea  could  erode  the 
United  States  position  at  the  Conference. 

For  an  example  of  the  manner  in  which  this  jurisdictional  issue  may  be 
addressed  without  prejudice  to  United  States  Law  of  the  Sea  interests  in  a 
specific  case,  the  Committee  is  referred  to  the  proposed  Deepwater  Port 
Facilities  Act  of  1973  contained  in  H.R.  7501.  The  approach  there  taken 
involves  first  a  determination  that  the  construction  and  operation  of  super- 
ports  is  a  rea.sonable  use  of  the  high  seas,  and  second  a  prohibition  of  con- 
struction or  operation  of  sucli  facilities  by  United  States  nationals  without 
a  license  coupled  with  a  prohibition  of  the  transport  of  commodities  or  other 
materials  between  the  United  States  and  an  unlicensed  facility.  Both  the 
scope  and  the  relatively  indefinite  nature  of  the  activities  sought  to  be  regu- 


lated  by   the   subject   bill   seem   to   preclude   a   satisfactory   resolution   of   the 
jurisdictioual  issues  raised  by  means  of  a  similar  approach. 

b.  The  proposed  legislation  makes  no  provision  for  a  national  defense 
exclusion  in  the  certification  of  offshore  artificial  structures.  While  the  De- 
partment of  Defense  does  and  should  consider  the  effects  of  its  actions  on 
the  environment,  it  appears  inappropriate,  as  provided  in  Section  403(c), 
for  the  Secretary  of  Commerce  to  establish  and  apply  criteria  for  evaluating 
the  need  of  an  artificial  structure  offshore  by  the  Department  of  Defen.se. 

c.  The  bill  duplicates  and  overlaps  functions  and  responsibilities  of  other 
agencies  such  as  Coast  Guard,  Department  of  Defense  (Navy  and  Corps  of 
Engineers)    and   the   Environmental  Protection   Agency    (EPA). 

d.  A  strict  interpretation  of  the  definition  of  "structure"  (page  3,  line  12) 
might  well  include  research  vessels,  platforms  and  buoys  anchored,  moored 
or  employed  in  the  coastal  waters.  In  the  case  of  military  platforms  to  be 
constructed  in  the  applicable  coastal  waters,  the  requirement  contained  in 
Section  403(b)  to  submit  "reasonably  detailed  plans  at  least  two  years  prior 
to  the  expected  date  of  the  beginning  of  construction"  could  be  unbearably 
restrictive  depending,  of  course,  on  the  interpretation  of  the  word  "reason- 
able". In  most  cases  it  would  be  highly  improbable  that  detailed  plans  would 
be  in  hand  two  years  ahead  of  time. 

e.  The  bill,  in  effect,  provides  a  single  department  veto  power  over  offshore 
structures  based  upon  marine  environment  protection  as  the  sufficient  condi- 
tion upon  which  to  exercise  such  power  regardless  of  other  considerations. 
Thus  the  bill  could  well  block  the  best  solution  to  complex,  interdependent 
problems  involving  the  Nation's  security,  economic  development,  energy  and 
natural  resource  supplies  and  transportation  systems  as  well  as  those  of  the 
environment. 

In  his  energy  message  to  the  Congress  in  April  of  this  year,  the  President 
proposed  the  development  of  deepwater  ports  in  answer  to  the  problem  of 
importing,  cheaply  and  with  minimum  damage  to  the  environment,  the  large 
quantities  of  oil  we  will  be  needing  in  the  forseeable  future.  In  implementa- 
tion of  this  portion  of  his  message,  there  has  been  transmitted  to  the  Con- 
gress by  executive  communication  from  the  Secretary  of  the  Interior  the 
proposed  Deepwater  Port  Facilities  Act  of  1973  which  has  now  been  intro- 
duced as  H.R.  7501.  This  is  a  comprehensive  proposal  representing  the 
coordinated  effort  of  the  departments  and  agencies  of  the  executive  branch 
to  meet  the  many  problems  associated  with  the  regulation  and  construction 
of  such  facilities.  In  our  view,  the  provisions  of  H.R.  7501  furnish  a  more 
adequate  and  effective  means  for  dealing  with  these  problems  than  H.R.  5091. 

In  view  of  the  above,  the  Department  of  the  Navy,  on  behalf  of  the  Depart- 
ment of  Defense  Is  opposed  to  enactment  of  H.R.  5091. 

This  report  has  been  coordinated  within  the  Department  of  Defense  in 
accordance  with  procedures   prescribed   by   the    Secretary   of   Defense. 

The  Office  of  Management  and  Budget  advises  that,  from  the  standpoint 
of  the  Administration's  program,  tliere  is  no  objection  to  the  presentation 
of  this  report  for  the  consideration  of  the  Committee  and  that  enactment  of 
H.R.  7501  would  be  in  accord  with  the  program  of  the  President. 

For  the  Secretary  of  the  Navy. 
Sincerely  yours, 

E.   H.  WiLLETT, 

Captain,  U.S.  Navy, 

Deputy  Chief. 

Federal  Maritime  Commission, 
Washington,  B.C.,  August  22,  1913. 
Hon.  Leonob  K.  Sullivan, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Madam  Chairman  :  This  is  in  response  to  your  request  for  the  views 
of  the  Federal  Maritime  Commission  with  respect  to  H.R.  5091,  a  bill  To 
amend  the  Marine  Protection,  Research,  and  Sanctuaries  Act  of  1972,  and 
for  other  purposes. 

Inasmuch  as  the  bill  does  not  affect  the  responsibilities  or  jurisdiction  of 
the  Commission,  we  express  no  views  as  to  its  enactment. 


8 

The  OflBce  of  Manasemeiit  and  Budget  lias  advised  tliat  there  would  he  no 
objection  to  the  suhmissiou  of  this  letter  from  the  standpoint  of  the  Admin- 
istration's program. 
Sincerely, 

Helen  Delich  Bentley, 

Chairman. 


U.S.  Department  of  the  Intebior, 

Office  of  the  Secretary, 
Washington,  D.C.,  June  12,  1973. 
Hon,  Leonor  K.  (Mrs.  John  B.)  Sullivan, 
Chairman,  Committee  on  Merchant  Marine  and  Fisheries, 
House  of  Representatives 
Washington,  D.C. 

I>ear  Madame  Chairman  :  This  responds  to  your  request  for  this  Depart- 
ment's views  on  H.R.  5091  and  H.R.  5898,  bills  to  authorize  the  siting  of  off- 
shore structures. 

We  recommend  that  neither  liill  be  enacted  Itut  that  the  Administration's 
proposed  "Deepwater  Port  Facilities  Act  of  1973,"  H.R.  7501,  be  enacted 
instead. 

All  three  bills  would  establish  a  licensing  system  for  deepwater  ports  off 
the  United  States  Coast  beyond  the  territorial  sea.  A  principal  element  in 
evaluating  license  applications  under  all  three  bills  is  the  consideration  of 
the  environmental  impact.  On  this  point  the  Administration's  bill  contains 
significantly  more  detail  and  we  prefer  it  for  that  reason. 

A  principal  difference  betw^een  the  Administration's  bill  and  the  ones  pend- 
ing before  this  Committee  is  that  our  bill  gives  Federal  jurisdiction  to  the 
Department  of  the  Interior,  whereas  H.R.  5091  and  H.R.  5898  give  jurisdic- 
tion to  the  Department  of  Commerce.  Three  factors  led  to  the  Administra- 
tion's decision :  First,  Interior  has  the  fundamental  federal  responsibility 
for  assuring  the  Nation  an  adequate  supply  of  energy.  This  entails  supervising 
the  oil  import  program,  administering  all  emergency  fuel  supply  programs 
and  providing  analytical  support  for  the  Oil  Policy  Committee.  We  also 
Iea.se  all  energy  resources  on  public  lands  and  the  outer  continental  shelf. 
At  the  President's  direction  we  have  recently  created  an  Office  of  Energy 
Conservation. 

The  second  factor  is  the  expertise  we  have  developed  in  supervising  the 
construction  and  operation  of  oil  drilling  platforms  on  the  outer  continental 
shelf.  These  platforms,  connected  to  the  mainland  by  pipeline,  are  very 
similar  to  the  type  of  facility  we  expect  to  license  under  this  new  legislation. 

The  third  factor  is  the  requirement  in  our  proposal  which  we  feel  is 
extremely  important,  that  the  Secretary  consult  with  the  Governors  of  States 
off  whose  coast  a  facility  is  proposed  to  be  located  "to  ensure  that  the  opera- 
tion of  the  facility  and  directly  related  land-based  activities  would  be  con- 
sistent with  the  State  land  use  program."  Since  the  Administration's  Land 
Use  Planning  proposal  gives  Interior  federal  responsibility  for  approving 
State  land  use  programs,  it  was  felt  that  Interior  was  in  the  best  position 
to  coordinate  deepwater  port  licensing  with  State  land  use  plans. 

The  Office  of  Management  and  Budget  has  advised  that  there  is  no  objec- 
tion to  the  presentation  of  this  report  and  that  enactment  of  H.R.  7501  would 
be  in  accord  with  the  program  of  the  President. 
Sincerely  yours. 

Jack  O.  Horton, 
Assistant  Secretary  of  the  Interior. 


Interstate  Commerce  Commission, 

Washington,  D.C,  August  14,  1913. 
Hon.  Leonor  K.  Sullivan, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Chairman  Sullivan  :  Thank  you  for  your  recent  letter  requesting 
our  views  on  H.R.  5091,  a  bill,  "To  amend  the  Marine  Protection,  Research, 
and  Sanctuaries  Act  of  1972,  and  for  other  purposes". 
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Upon  analysis  of  the  proposed  legislation,  we  have  concluded  that  its 
provisions  do  not  directly  affect  any  functions  of  the  Interstate  Commerce 
Commission  under  existing  law.  Therefore,  we  have  no  comment  to  make  ou 
this   legislation. 

Sincerely  yours, 

Geokge  M.  Stafford, 

Chairman. 


The  General  Couxsfx  of  the  Treasury, 

Washington,  B.C.,  June  I'f,  1913. 
Hon.  Leonor  K.  Sullivax, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Madam  Chairman  :  Reference  is  made  to  your  request  for  the  views 
of  this  Department  on  H.R.  5091,  "To  amend  the  Marine  Protection,  Re- 
search, and  Sanctuaries  Act  of  1972,  and  for  other  purposes." 

The  bill  would  provide  that  no  person  could  constnict  or  operate  an  arti- 
ficial island  or  other  stationax-y  structure  in  the  offshore  coastal  waters  of 
the  United  States  until  the  Secretary  of  Commerce  had  certified  that  the 
activity  involved  would  not  result  in  an  unacceptably  adverse  impact  on  the 
marine  environment.  The  bill  also  provides  a  civil  penalty  of  not  more  than 
§;.jO,000  for  each  violation  of  the  certification  requirement,  with  each  day  of 
a   continuing  violation   constituting   a   separate   offense. 

In  lieu  oif  H.R.  5091  we  recommend  enactment  of  H.R.  7501,  "To  amend 
the  Outer  Continental  Shelf  Lands  Act  and  to  authorize  the  Secretary  of 
the  Interior  to  regulate  the  construction  and  operation  of  deepwater  port 
facilities",  v.hich  was  included  in  the  President's  April  IS,  1973  Message  to 
the  Congress  on  Energy  Policy. 

The  Department  has  been  advised  J)y  the  Office  of  Management  and  Budget 
that  there  is  no  objection  from  the  standpoint  of  the  Administration's   pro- 
gram to  the  submission  of  this  report  to  your  Committee  and  that  enactment 
of  H.R.  7501  would  be  in  accord  with  the  program  of  the  President. 
Sincerely  yours, 

Edward  C.  Schjiidt, 

General  Counsel. 


[H.R.  5898,  93d  Cong.,  first  sess.] 

A  BILL  To  amend  the  Merchant  Marine  Act,  19.36.  to  provide  authority  to  the  Secre- 
tary of  Commerce  to  istsue  permits  to  construct,  operate,  and  maintain  certain 
offshore  port  and  terminal  facilities 

Be  it  enacted  bp  the  Senate  and  House  of  Fepresentatives  of  the  United 
States  of  America  in  Congress  assembled,  That  the  Merchant  Marine  Act, 
1936  (chapter  27  of  title  46.  United  States  Code),  is  amended  by  adding  at 
the  conclusion  thereof  the  following  new  title : 

"TITLE  XIII— OFFSHORE  PORT  AND  TERMINAL  FACILITIES 

"Sec.  1301.  (a)  No  port  or  terminal  facility  shall  l)e  constructed,  operated, 
or  maintained  by  any  person  beyond  the  territorial  waters  of  the  United 
States,  unless  such  person  has  obtained  a  permit  for  that  purpose  under  this 
section.  Such  permits  may  be  issued  by  the  Secretary  of  Commerce  under 
such  regulations  and  upon  such  conditions  as  that  Secretary  may  prescribe. 
"(b)  In  the  issuance  of  any  permit  under  this  section,  the  Secretary  of 
Commerce  shall — 

"(1)   take  into  account  the  need  for  such  port  or  terminal  facility  as 
a  means  of  supplying  the  energy  needs  of  the  Nation ; 

"(2)   consider   the   environment   impact   of   any   such   port   or   terminal 
facility ; 

"(3)  consider    the    availability    of    alternative    sites    and    methods    of 
construction ;  and 

"(4)  provide  for  such  public  hearings  as  he  deems  necessary  to  assure 
thorough  consideration  of  the  factors  identified  in  this  subsection." 
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Department  of  the  Navy, 
Office  of  Legislative  Affairs, 
Washington,  D.C.  June  13,  1973. 
Hon.  Leonor  K.  Sullivan, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Madam  Chairman  :  Your  request  for  comment  on  H.R.  5S98,  a  bill 
"To  amend  the  Merchant  Marine  Act,  1036,  to  provide  authority  to  the  Secre- 
tary of  Commerce  to  issue  permits  to  construct,  operate,  and  maintain  cer- 
tain offshore  port  and  terminal  facilities,"  has  been  assigned  to  this  Depart- 
ment by  the  Secretary  of  Defense  for  the  preparation  of  a  report  thereon 
expressing  the  views  of  the  Department  of  Defense. 

This  bill  would  add  to  the  Merchant  Marine  Act,  1930,  a  new  Title  XIII, 
"Offshore  Port  and  Terminal  Facilities".  Section  1301(a)  of  the  bill  would 
vest  the  Secretary  of  Commerce  with  control  over  construction,  operation  and 
maintenance  of  all  ports  or  terminal  facilities  beyond  the  territorial  waters 
of  the  United  States,  by  prohibiting  such  action  by  "any  person"  without  a 
permit  therefor  issued  by  the  Secretary  of  Commerce  under  such  regulations 
and  upon  such  conditions  as  he  may  prescribe.  Section  1301(b)  prescribes 
the  factors  to  be  considered  by  the  Secretary  of  Commerce  in  issuing  any 
permit  under  the  section. 

In  his  energy  message  to  the  Congress  in  April  of  this  year,  the  President 
proposed  the  development  of  deepwater  ports  in  answer  to  the  problem  of 
importing,  cheaply  and  with  minimum  damage  to  the  environment,  the  large 
quantities  of  oil  we  will  be  needing  in  the  forseeable  future.  In  implementa- 
tion of  this  portion  of  his  message,  there  has  been  transmitted  to  the  Con- 
gress by  executive  communication  from  the  Secretary  of  the  Interior  the  pro- 
posed Deepwater  Port  Facilities  Act  of  1973  which  has  now  been  introduced 
as  H.R.  7501.  This  is  a  comprehensive  proposal  i-epresenting  the  coordinated 
effort  of  the  departments  and  agencies  of  the  executive  branch  to  meet  the 
many  problems  associated  with  the  regulation  and  construction  of  such 
facilities.  In  our  view,  the  provisions  of  H.R.  7501  furnish  a  more  adequate 
and  effective  means  for  dealing  with  these  problems  than  H.R.  5898. 

In  view  of  the  above,  the  Department  of  the  Navy,  on  behalf  of  the  De- 
partment of  Defense  is  opposed  to  enactment  of  H.R.  5S9S. 

This  report  has  been  coordinated  within  the  Department  of  Defense  in 
accordance  with   procedures   prescribed  by   the    Secretary   of   Defense. 

The  Office  of  Management  and  Budget  advises  that,  from  the  standpoint  of 
the  Administration's  program,  there  is  no  objection  to  the  presentation  of 
this  report  for  the  consideration  of  the  Committee  and  that  enactment  of 
H.R.  7501  would  be  in.  accord  Avith  the  program  of  the  President. 

For  the  Secretary  of  the  Navy. 
Sincerely  yours, 

E.   H.  WiLLETT. 

Captain,  U.S.  Navy, 

Deputy  Chief. 

Interstate  CoMitERCE  Commission. 

Washington,  D.C,  August  IJf,  1973. 
Hon.  Leonor  K.  Sullivan, 

Chairman,  Committee  on  Merchant  Mai'ine  and  Fisheries, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Chairman  Sullivan  :  Thank  you  for  your  recent  letter  requesting 
our  views  on  H.R.  5898,  a  bill,  "To  amend  the  Merchant  Marine  Act,  1936, 
to  provide  authority  to  the  Secretary  of  Commerce  to  issue  permits  to  con- 
struct, operate,  and  maintain  certain  offshore  port  and  terminal  facilities". 
Upon  analysis  of  the  proposed  legislation,  we  have  concluded  that  its 
provisions  do  not  directly  affect  any  functions  of  the  Interstate  Commerce 
Commission  under  existing  law.  Therefore,  we  have  no  comment  to  make  on 
this  legislation. 

Sincerely  yours, 

George  M.  Stafford, 

Chairman. 
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Department  of  State, 
Washington,  B.C.,  June  13, 1973. 
Hou.  Leonob  K.  Sullivan, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Madam  Chairman  :  The  Secretary  has  asked  me  to  reply  to  your 
letter  of  March  22,  1973,  requesting  comment  on  H.  II.  5898,  a  bill  "To  amend 
the  Merchant  Marine  Act,  1936,  to  provide  authority  to  the  Secretary  of 
Commerce  to  issue  permits  to  construct,  operate,  and  maintain  certain  off- 
shore port  and  terminal  facilities." 

The  Department  notes  that  H.  R.  5898  would  amend  the  Merchant  Marine 
Act,  1936  (Chapter  27  of  Title  46,  United  States  Code)  by  adding  at  the 
conclusion  thereof  the  following  new  Title :  "Title  XIII — Olfshore  Port  and 
Terminal  Facilities."  The  Administration  forwarded  to  Congress  on  April 
18,  1973,  a  draft  bill  (H.  R.  7501)  "To  amend  the  Outer  Continental  Shelf 
Lands  Act  and  to  authorize  the  Secretary  of  the  Interior  to  regulate  the 
construction  and  operation  of  deepwater  port  facilities."  The  Department 
supports  the  Administration's  bill  w^hich  provides  a  comprehensive  legislative 
approach  for  the  construction  and  operation  of  deepwater  port  facilities. 
Consequently,  we  are  opposed  to  H.  R.  5898. 

The  Office  of  Management  and  Budget  advises  that  there  is  no  objection  to 
the  submission  of  this  report  and  that  enactment  of  H.  R.  7501  would  be  in 
accord  with  the  program  of  the  President. 
Sincerely  yours, 

Marshall  Wright, 
Assistant  Secretary  for  Congressional  Relations. 


The  General  Counsel  of  the  Treasury, 

Washington,  B.C.,  June  20,  1913. 
Hon.  Leonor  K.  Sullivan, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Madam  Chairman  :  Refei'ence  is  made  to  your  request  for  the  views 
of  this  Department  on  H.R.  5898,  "To  amend  the  Merchant  Marine  Act,  1936, 
to  provide  authority  to  the  Secretary  of  Commerce  to  issue  permits  to  con- 
struct,  operate,   and   maintain   certain   offshore   port   and   terminal  facilities." 

The  bill  would  add  a  new  title  XIII  to  the  Merchant  Marine  Act,  1936  to 
require  that  no  port  or  terminal  facility  shall  be  constructed,  operated,  or 
maintained  by  any  person  beyond  the  territorial  waters  of  the  United  States, 
unless  he  has  obtained  a  permit  from  the  Secretary  of  Commerce. 

In  lieu  of  H.R.  5898  the  Department  recommends  enactment  of  H.R.  7501, 
'"To  amend  the  Outer  Continental  Shelf  Lands  Act  and  to  authorize  the 
Secretary  of  the  Interior  to  regulate  the  construction  and  operation  of  deep- 
water  port  facilities",  which  was  included  in  the  President's  April  IS,  1973 
Message  to  the  Congress  on  Energy  Policy. 

The  Department  has  been  advised  by  the  Office  of  Management  and  Budget 
that  there  is  no  objection  from  the  standpoint  of  the   Administration's  pro- 
gram  to   the  submission   of  this   report   to   your   Committee   and   that  enact- 
ment of  H.R.  7501  would  be  in  accord  with  the  program  of  the  President. 
Sincerely  yours, 

Edward  C.  Schmidt, 

General  Counsel. 

The  Chairman.  Assuming  that  we  receive  all  the  necessary  in- 
formation during  the  course  of  these  hearings,  I  foresee  a  combina- 
tion of  the  two  approaches  represented  by  these  two  bills,  with 
additional  provisions  to  cover  all  facets  of  the  overall  problem. 

In  addition,  I  think  I  should  state  that,  since  the  problem  area 
also  impinges  upon  the  responsibilities  of  other  House  committees, 
I  have  discussed  the  overall  problem  with  the  chairmen  of  those 
committees,  and  I  can  state  that  we  all  intend  to  work  together, 
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consistent    with    the    rules   of   the    House,    to   produce   legislation, 
■whether  in  one  bill  or  in  several,  which  will  serve  the  overall  needs. 

I  look  forward  with  interest  to  the  hearings  which  we  are  now 
undertaking.  Because  of  the  extensive  time  which  will  be  involved, 
I  have  asked  the  Honorable  Thomas  N.  Downing,  Chairman,  Sub- 
committee on  Oceanography,  to  share  with  me  the  responsibility  for 
the  conducting  of  these  hearings.  Not  only  is  INIr.  Downing's  sub- 
committee responsible  for  matters  concerning  the  ocean  and  ocean 
resources  generally,  but  it  was  from  his  subcommittee  that  this  com- 
mittee developed  and  reported  the  Coastal  Zone  Management 
Act  of  1972,  which,  when  implemented,  will  have  a  significant  bear- 
ing on  this  problem. 

In  addition,  of  course,  Mr.  Downing  is  a  senior  member  of  the 
Subcommittee  on  xderchant  Marine  and  in  the  past  has  served  on 
both  the  Subcommittee  on  Coast  Guard  and  Navigation,  and  the 
Subcommittee  on  Fisheries  and  Wildlife  Conservation  and  the 
Environment. 

I  welcome  his  participation  with  me  in  chairing  these  hearings, 
and  before  recognizing  the  first  witness,  I  will  call  on  Mr.  Downing 
for  whatever  comments  he  might  like  to  make. 

Mr.  Downing.  Thank  you.  Madam  Chairman. 

I  am  greatly  honored  that  the  chairman  has  asked  me  to  join  her 
in  sharing  the  responsibility  for  the  conduct  of  this  series  of  hear- 
ings on  offshore  ports  and  terminals. 

Rather  than  going  over  the  same  ground  that  the  chairman  has 
so  adequately  covered,  I  would  simply  say  that  in  my  opinion  it  is 
not  a  question  of  whether  we  should  go  forward  with  some  type  of 
offshore  transfer  capability  but  what  direction  our  efforts  should 
take. 

I  am  particularly  interested  in  the  potential  impact  of  an  off- 
shore terminal  program  on  the  future  of  the  U.S.  merchant  marine, 
on  U.S.  shipyards  and  on  our  ability  to  keep  price  increases  at  an 
absolute  minimum  for  consumers. 

In  addition,  I  want  to  be  sure  that  whatever  solutions  we  arrive 
at  provide  for  the  best  possible  protection  to  our  marine  environ- 
ment and  our  coastal  areas. 

One  of  the  significant  things  we  must  explore  is  the  potential 
relationship  between  the  offshore  terminals  and  the  adjacent  shore 
areas,  including  present  port  operations.  Considerations  of  that 
interface  makes  it  all  the  more  apparent  how  valuable  a  piece  of 
legislation  the  Coastal  Zone  Management  Act  of  1972  could  be,  if 
only  we  could  get  a  little  cooperation  from  the  administration  in 
its  implementation.  I  intend  to  pursue  this  issue  as  the  hearings 
develop. 

Thank  you  very  much. 

The  Chairman.  Thank  you,  Mr.  Downing. 

The  first  witness  to  be  heard  this  morning  is  a  representative  of 
the  Department  of  the  Interior.  That  Department  is  deeply  in- 
volved in  seeking  solutions  to  the  Nation's  energy  problems,  and 
has  the  present  responsibility  for  the  leasing  of  the  Outer  Conti- 
nental Shelf  areas  for  the  recovery  of  oil. 

In  addition,  the  Department  of  the  Interior  has  been  proposed 
as  the  nucleus  of  a  new  Department  of  Energy  and  Natural  Re- 
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sources,  in  which  the  President  is  proposing  to  repose  even  more 
responsibility  in  the  energy  field. 

I  will  ask  Assistant  Secretary  Jack  O.  Horton  to  come  forward 
to  the  witness  chair. 

If  you  will  introduce  tlie  gentleman  who  accompanies  you,  for 
the  record,  it  will  be  helpful. 

jNIr.  HoRTOx.  I  am  happy  to  do  so. 

I  have  on  my  right  Jared  Carter,  tlie  Deputy  Under  Secretary,  and 
on  my  left  Mr.  John  Allen,  the  Assistant  Legislative  Counsel. 

STATEMENT  OF  HON.  JACK  HORTON,  ASSISTANT  SECSETARY  FOE 
LAND  AND  WATER  RESOURCES,  DEPARTMENT  OF  THE  INTE- 
RIOR; ACCOMPANIED  BY  JARED  CARTER,  DEPUTY  UNDER 
SECRETARY  AND  JOHN  ALLEN,  ASSOCIATE  LEGISLATIVE 
COUNSEL 

jNIr.  HoRTOx.  INIadam  Chairman,  we  appreciate  this  opportunity  to 
testify  on  the  subject  of  deep  water  ports.  As  you  know,  the  Depart- 
ment of  the  Interior  is  deeply  concerned  with  developing  ways  to 
bridge  the  gap  which  is  growing  between  the  Nation's  supply  of 
and  demand  for  energy. 

We  are  concentrating  on  encouraging  more  intensive  develop- 
ment of  domestic  reserves  of  oil  and  gas,  and  on  ways  to  utilize  our 
vast  coal  reserves  Vv'ithout  degrading  our  environment. 

We  are  devoting  efforts  toward  conserving  energy.  But,  regardless 
of  how  successful  we  are  in  these  efforts  it  is  clear  to  us,  as  it  is  to 
you  ]Madam  Chairman  as  you  point  out  in  your  statement,  and  to 
most  observers  that  we  are  going  to  have  to  rely  on  increased  im- 
ports of  petroleum  to  meet  the  demand  for  energy  in  the  coming 
few  decades. 

Projections  always  vary,  but  it  seems  pretty  safe  to  say  that  by 
1085,  we  will  be  importing  at  least  one-half  of  our  total  domestic 
demand  for  oil. 

Most  of  that  imported  oil  will  come  from  the  Middle  East  and 
Africa  and  will  be  brought  into  east  coast  and  gulf  coast  ports. 

A  second,  interrelated  trend  is  the  increase  in  tanker  size. 

In  1955,  Spyro  Niarchos  launched  the  largest  tanker  then  afloat — 
47.000  deadweight  tons. 

Recently  the  Globfic  Tol^yo  came  into  service  at  477,000  dwt. 

Tankers  of  530,000  dwt  have  been  ordered  by  Shell  Oil  Co.  and 
a  letter  of  intent  has  been  signed  for  a  706,000  dwt  tanker. 

We  are  deeply  concerned  about  the  impact  these  trends  will  have 
on  existing  port  facilities  and  on  the  environment. 

In  1970,  2.5  million  ]jarrels  of  oil  a  dav  were  brought  into  east 
coast  ports  by  a  tanker  fleet  averaging  30,000  dwt. 

By  1980,  the  east  coast  could  be  importing  as  much  as  6.6  million 
barrels  crude  oil  per  day.  Of  the  principal  tanker  ports  on  the  east 
coast  only  Portland,  Maine,  can  accommodate  fully  loaded  tankers 
exceeding  55,000  deadweight  tons.  Even  if  average  tanker  size 
went  to  50.000  dwt,  tanker  calls  to  east  coast  ports  in  1980  would 
be  double  the  1970  level. 
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This  magnitude  of  small  tanker  traflfic  would  necessarily  result 
in  a  substantial  increase  in  oil  pollution  from  groundings  and 
collisions. 

The  prospect  of  ever  increasing  numbers  of  small  tankers  plying 
coastal  waters  and  croAvding  into  existing  harbors  is  highly  dis- 
turbing. 

The  alternative  spelled  out  in  the  legislation  which  the  Depart- 
ment has  proposed  as  well  as  in  bills  before  this  committee  is  to 
license  the  construction  of  deepwater  terminals  off  our  coasts.  Tank- 
ers would  tie  up  to  them  and  off  load  their  oil  into  a  pipeline  con- 
nected to  the  mainland. 

This  has  two  principle  advantages.  First  it  would  reduce  port 
congestion  and  the  attendant  risk  of  oil  spill  from  collision  or 
grounding. 

Also,  if  a  spill  did  occur  at  a  deepwater  port,  there  is  more  time 
to  clean  it  up  before  it  reaches  the  beaches  and  sensitive  estuarine 
areas. 

The  second  obvious  advantage  of  deepwater  ports  is  that  they 
can  accommodate  deepdraft  tankers.  These  tankers,  known  as 
VLCC's  for  "very  large  crude  carriers,"  are  generally  classified 
as  200,000  dwt  and  upward.  They  require  from  60  feet  of  water  for 
the  smallest  to  over  100  feet  of  water  for  the  largest. 

The  Atlantic  and  gulf  coast  ports  are  relatively  shallow  waters 
and  the  surrounding  seabed  slopes  off'  gradually.  The  Port  of  Hous- 
ton for  example  is  110  miles  away  from  water  100  feet  deep. 

VLCC's  are  unquestionably  here  to  stay  for  the  very  simple  rea- 
son that  they  can  move  oil  for  significantly  less  cost,  particularly 
on  the  long  haul  from  the  Persian  Gulf.  These  tankers  will  be  used. 
The  question  is  simply  whether  these  large  tankers  will  unload  in 
the  Carribean  or  Canada  for  transshipment  to  the  United  States 
or  whether  they  will  bring  their  cargoes  directly  to  this  country  via 
deepwater  ports  off'  our  own  coasts. 

The  construction  and  operation  of  our  own  deepwater  ports  will 
provide  substantial  savings  for  the  American  consumer. 

In  addition  to  economic  advantages,  these  large  newer  tankers 
could  offer  environmental  advantages  in  the  form  of  advanced  pol- 
lution control  devices  such  as  segregated  ballast  systems,  and  im- 
proved navigation  and  fire  control  systems. 

The  administration's  proposal  authorized  the  Secretary  to  include 
as  a  condition  of  the  deepwater  port  license  measures  to  minimize 
or  prevent  pollution  of  the  surrounding  waters. 

Such  measures  would  relate  to  the  design  and  operation  of  vessels 
using  the  structure.  Notwithstanding  such  requirements  there  are 
economic  incentives  to  vessels  owners  to  incorporate  these  devices. 
A  barrel  of  oil  spilled  is  a  barrel  that  cannot  be  sold. 

Moreover,  the  Federal  Water  Quality  Improvement  Act  of  1970 
assigns  legal  liability  to  vessel  owners  up  to  $14  million  for  oil 
spills.  That  law  is  specifically  extended  to  facilities  which  would  be 
licensed  under  the  administration's  proposal. 

Segregated  ballast  tanks  cut  down  turn  around  times  by  permit- 
ting unloading  of  ballast  and  loading  of  cargo  and  vice  versa 
simultaneousl3^ 
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When  you  have  a  tanker  costing  $100  million  every  day  of  delay 
eliminated  means  real  savings. 

I  think  it  is  important  to  note  at  this  point  that  the  technology 
for  unloading  large  tankers  in  deepwater  and  piping  the  oil  ashore 
is  well  established.  The  single  point  mooring  technique  has  been  in 
successful  use  since  1959  and  presently  there  are  more  than  100  in 
use  around  the  world. 

An  alternative  means  of  accommodating  deepdraft  tankers  would 
be  to  deepen  existing  channels.  We  do  not  in  general  favor  this 
alternative.  "^^Hiile  it  might  replace  small  tankers  with  one  large 
one,  that  large  tanker  would  be  exposed  to  a  greater  risk  of  ground- 
ing, because  of  its  greater  draft,  and  would  be  exposed  to  collision 
from  other  vessels. 

In  most  cases,  particularly  the  gulf  coast  where  the  shelf  slopes 
off  very  gradually,  dredging  deeper  channels  would  be  more  costly 
economically  and  would  be  prohibitive  in  terms  of  environmental 
cost. 

Having  established  what  I  believe  is  a  strong  case  for  deepwater 
ports,  I  would  like  to  make  a  few  brief  points  about  what  form  the 
legislation  should  take. 

First,  a  word  about  why  we  consider  legislation  to  be  necessary. 
Tliere  are  basically  two  reasons: 

First,  there  is  enough  uncertainty  about  existing  federal  law  that 
we  do  not  believe  we  have  a  clear  mandate  to  grant  a  license  to 
authorize  the  construction  and  operation  of  deepwater  ports  off 
U.S.  coasts. 

The  second  reason  is  to  assure  that  deepwater  ports  built  off  our 
coast  meet  specific  environmental  and  navigational  safeguards. 

For  that  reason,  one  purpose  of  the  bill  is  to  prohibit  transport- 
ing any  cargo  to  the  United  States  from  a  deepwater  port  off  our 
coast  unless  that  port  is  licensed  under  the  act. 

I  should  note  at  this  point  that  we  believe  the  proper  basis  for 
til  is  Federal  jurisdiction  bej'ond  the  3-mile  limit  is  the  principle  in 
international  law  that  all  nations  can  make  reasonable  uses  of  the 
high  seas. 

AVe  consider  deepwater  ports  to  be  a  reasonable  use  and  one  of 
the  conditions  of  the  license  should  be  to  make  sure  that  the  opera- 
tion of  the  facility  does  not  violate  that  principle. 

A  principal  ditTerence  between  the  administration's  bill  and  the 
one  pending  before  this  committee  is  that  our  bill  gives  Federal 
jurisdiction  to  the  Department  of  the  Interior,  whereas  H.R.  5091 
and  H.R.  5898  would  give  jurisdiction  to  the  Department  of  Com- 
merce. 

Three  factors  led  to  the  administration's  decision:  First,  Interior 
has  the  fundamental  federal  responsibility  for  assuring  the  Nation 
an  adequate  supply  of  energy.  This  entails  supervising  the  oil  im- 
port program,  administering  all  emergency  fuel  supply  programs 
and  providing  analytical  support  for  the  present  Oil  Policy  Com- 
mittee. 

We  also  lease  all  energy  resources  on  public  lands  and  the  Outer 
Continental  Shelf.  At  the  President's  direction  we  have  recently 
created  an  Office  of  Energj'  Conservation. 
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The  second  factor  is  the  expertise  we  liave  developed  in  supervis- 
ing the  constrnction  and  operation  of  oil  drilling  platforms  on  the 
Outer  Continental  Shelf. 

These  platforms,  connected  to  the  mainland  by  pipeline,  are  very 
similar  to  the  type  of  facilit}^  we  expect  to  license  under  this  new 
legislation. 

The  third  factor  is  the  requirement  in  our  proposal  which  we 
feel  is  extremely  important,  that  the  Secretary  consult  with  the 
Governors  of  States  off  whose  coast  a  facility  is  proposed  to  be  lo- 
cated to  insure  that  the  operation  of  the  facility  and  directly  relate<l 
land-based  activities  would  be  consistent  with  the  State  land  use 
program. 

Since  the  administration's  land  use  planning  proposal  gives  In- 
terior Federal  responsibility  for  approving  State  land  use  programs, 
it  was  felt  that  Interior  was  in  the  best  position  to  coordinate  deep- 
water  port  licensing  with  the  State  land  use  plans. 

I  would  like  to  underline  this  provision  by  stating  that  our  deep- 
water  port  proposal  requires  that  any  structure  licensed  under  the 
-act  be  consisten.t  with  the  coastal  State's  land  use  planning  program. 

We  believe  that  these  deepwater  ports  will  produce  onshore 
development.  We  believe  that  this  development,  if  properly  con- 
trolled will  be  beneficial  to  the  people  of  the  State.  We  urge  all 
States  to  develop  the  proper  controls  through  their  own  land  use 
planning  legislation. 

We  would  not  usurp  the  role  of  the  State  in  land  use  planning. 
Nor  would  be  usurp  industry's  planning  role:  That  is  to  say  except 
from  an  environmental  or  safety  standpoint,  where  these  facilities 
should  be  located,  how  big  they  should  be  and,  how  they  should  be 
designed. 

It  is  not  often  we  get  an  opportunity  to  propose  legislation  which 
will  protect  the  environment,  save  money  for  the  consumer  and 
forestall  the  energy  crisis.  I  think  deepwater  port  legislation  can  do 
all  three. 

I  have  discussed  how  deepwater  ports  will:  (1)  Reduce  port  con- 
gestion and  groundings,  (2)  allow  more  time  to  clean  up  what  spills 
do  occur,  and  (3)  accommodate,  Avithout  dredging  existing  channels, 
deep  draft  tankers;  and  thereby  realize  the  cost  savings  and  ad- 
vanced pollution  control  benefits  they  offer. 

We  will  be  happy  to  try  to  answer  any  questions  you  might  have. 

Thank  you. 

The  Chairmax.  Thank  you,  Mr.  Horton. 

We  will  proceed  Avith  the  questioning  under  the  5-minute  rule,  fo 
that  all  the  members  may  have  a  chance  to  question  you.  and  then, 
if  we  do  not  finish,  and  we  still  have  another  Avitness  to  hear  this 
morning,  we  will  submit  some  questions  that  we  think  need  answer- 
ing to  you  in  writing. 

I  have  just  a  couple  of  questions  here. 

What  do  you  foresee  as  an  actual  demand  in  1985  for  energy  needs 
in  equivalence  of  millions  of  barrels  per  day  of  crude  oil  ? 
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Mr.  HoRTOx.  ]Madam  Chairman,  the  Department  estimates  that  by 
1980  we  can  expect  as  much  as  8.5  million  barrels  of  oil  from  im- 
ported sonrces. 

The  Chaikmax.  Do  toit  think  that  is  the  actual  demand  or  that  is 
the  amount  that  "we  can  receive? 

Mr.  HoRTOX.  Well,  I  think  that  represents  our  i^rojected  demand 
figures. 

"The  CiiAiRMAX.  How  much  of  that  demand  will  be  supplied  by 
fuel  sources  other  than  crude  oil? 

jNIr.  HoRTOx.  I  will  ask  Mr.  Carter  if  he  has  that  figure,  the  first 
figure  was  for  crude  oil. 

]\Ir.  Carter.  IVIadam  Chairman,  without  attempting  to  be  exactly 
precise — did  you  say  for  1985? 

The  Chairmax'.  Yes,  I  know  you  cannot  be  precise,  but  I  think 
we  need  figures.  I  do  not  believe  Mr.  Horton  answered  the  question 
as  to  what  he  believes  is  the  demand  for  1985.  If  you  could  estimate 
that,  we  would  appreciate  it. 

]Mr.  Carter.  I  believe  in  1985  demand  projections  are  in  the  neigh- 
borhood of  25  million  barrels  per  day  of  which  approximately  52 
percent  or  in  the  area  of  50  percent  or  a  little  over,  will  have  to  be 
imported. 

The  Ghairmax.  That  is  crude  oil  only? 

Mr.  Carter.  Yes,  ma'am. 

The  Chairmax.  All  right,  then  how  much  of  that  demand  will  be 
supplied  by  fuel  sources  other  than  crude  oil? 

]\Ir.  Carter.  That  is  what  we  project  as  the  crude  oil  demand. 

The  CiiAiRMAx.  How  much  of  that  crude  oil  supply  will  come 
from  domestic  production?  You  said  you  expected  50  percent  to  be 
imported.  I  think  that  answers  that,  and  do  you  know  how  much  you 
can  expect  from  Venezuela? 

Mr.  HoRTOX.  Madam  Chairman,  with  your  permission,  I  will  sub- 
mit for  the  record  a  chart  of  petroleum  energy  balances  prepared 
by  the  Department  of  the  Interior  in  which  various  projections  for 
1975,  1980  and  1985  are  made  for  domestic  supply,  Canadian  crude, 
domestic  demand,  et  cetera.  These  estimates  are  from  our  report 
"I'nited  States  Energy  Through  the  Year  2000."' 

The  Chairmax'.  Fine.  Without  objection,  we  will  be  happy  to  have 
those  figures  that  you  can  supply. 

[The  following  information  was  supplied  in  response  to  the  fore- 
going :] 

Petroleum  Imports   From   Latin  America 

In  the  past,  the  U.S.  received  most  of  its  petroleum  imports  from  Venezuela; 
however,  due  to  limited  reserve^;  it  is  unlikely  that  Venezuela  will  be  able  to 
provide  significant  increases  in  production.  Total  oil  production  in  Latin  America 
is  projected  to  grow  at  a  rate  of  only  1.7  percent  per  year  to  1985,  while  demand 
for  oil  in  Latin  America  is  expected  to  grow  at  4.7  percent  annually.  Oil  pro- 
duction in  Latin  America  is  estimated  to  be  6.8  million  barrels  per  day  by  1985 
but  local  consumption  is  expected  to  exceed  5.0  million  barrels  per  day  leaving 
less  for  export  to  the  U.S.  than  we  receive  now. 
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TABLE  6.-UNITED  STATES  CONSUMPTION  FOR  ENERGY  RESOURCES  BY  MAJOR  SOURCES,  1971,  ACTUAL,  WITH 

PROJECTIONS  TO  THE  YEAR  2000 


1971  1975  1980  1985  2000 


Petroleum  (includes  natural  gas  liquids): 

Million  barrels.     .     .. 5,523  6,340  7,615  9,140  12,985 

Million  barrels  per  day 15.1  17.4  20.9  25.0  35.6 

Trillion  Btu.... 30,492  35,090  42,190  50.700  71,380 

Percent  of  gross  energy  inputs 44.1  43.8  43.9  43.5  37.2 

Natural  Gas: 

Billion  cubic  feet         22,050  24,462  26,159  27,537  32,959 

Trillion  Btu _ _ 22,734  25,220  26,980  28,390  33,980 

Percent  of  gross  energy  inputs 33.0  31.4  28.1  24.3  17.7 

Coal  (bituminous,  anthracite,  lignite): 

Thousand  short  tons 510,800  565,000  665,000  893,000  1.310,000 

Trillion  Btu 12,560  13,825  16,140  21,470  31,360 

Percent  of  gross  energy  inputs 18.2  17.2  16.8  18.4  16.3 

Hydropower: 

Billion  kilowatt-hours.. 266.3  350  420  470  700 

Trillion  Btu 2,798  3,570  3,990  4,320  5,950 

Percent  of  gross  energy  inputs 4.1  4.4  4.2  3.7  3.1 

(Nuclear  power:  ,    ,„ 

Billion  kilowatt-hours 37.9  240  630  1,130  5.470 

Trillion  Btu 405  2,560  6,720  11,750  49,230 

Percent  of  gross  energy  inputs .6  3.2  7.0  10. 1  25.7 

Total  gross  energy  Inputs:  ,„, 

TTillion  Btu  ..... 68,989  80,265  96,020  116,630  191,900 


Petroleum  Supply  Forecast 

Table  16,  Estimated  petroleum  supply  schedule,  1971  actual  with  projections 
to  the  year  2000  indicates  the  sources  of  supply  considered  feasible  between  1971 
and  2000. 

In  1971  domestic  supply  accounted  for  74.0  percent  of  our  consumption  and 
imports  accounted  for  26.0  percent.  In  2000  if  the  present  trends  and  policies  con- 
tinue 16.9  percent  of  our  requirements  will  be  met  by  lower  48  supply,  10.0  per- 
cent Alaskan  North  Slope  oil,  and  2.8  percent  by  synthetic  liquids,  giving  domes- 
tically produced  oil  29.7  percent  of  our  total  market.  If  additional  liquid 
hydrocarbons  are  to  be  available  to  meet  projected  consumption,  they  will  come 
from  supplemental  supplies. 

Between  now  and  1980,  these  supplemental  supplies  must  come  either  in  the 
form  of  imported  oil  from  foreign  sources  or  incremental  production  from  con- 

TABLE  16.-ESTIMATED  PETROLEUM  SUPPLY  SCHEDULE,  1971  ACTUAL  WITH  PROJECTIONS  TO  THE  YEAR  2000 


1971  1975  1980  1985  2000 


Total  supply: 

Million  barrels 5,523         6,340  7,615  9,140  12,985 

Million  barrels/day 15.1            17.4  20.8  25.0  35.5 

Trillion  Btu 30,492        35,090  42,190  50,700  71,380 

Domestic  supply: 

Lower  48  supply:  i  „  „„„ 

Million  barrels 4,117          4,000  3,740  3,345  2,200 

Million  barrels  per  day 11.3            11.0  10.2  9.2  6.0 

Trillion  Btu......... 22,569        22,130  20,720  18,550  12,090 

Alaskan  North  Slope:  ,  „.,. 

Million  barrels _ 550  730  1,295 

Million  barrels  per  dav 1-5  2.0  _3.5 

Trillion  Btu.........: .-  3,050  4.050  7,120 

Synthetic  liquids: 

Million  barrels 180  365 

Million  barrels  oer  day --  -5  1-0 

Trillion  Btu..... .- 1.000  2,010 

Total  domestic  supply: 

Million  barrels               3,117          4,000  4,290  4,255  3,860 

Million  barrels  per  day 11.3            11.0  11.7  11.7  10  5 

Trillion  Btu.... 22,569         2,130  23,770  23.600  21,220 

Supplemental  supplies:  2  

Million  barrels        3  1,406       3  2,340  3  3,325  4,885  9,125 

Million  barrels  per  day 3.9             6.4  9.1  13.3  25  0 

Trillion  Btu 7,923        12,960  18,420  27,100  50,160 

Percent  of  total  supply 25.0           36.9  43.7  53.4  70.3 


1  Includes  crude  oil  and  natural  gas  liquids. 

2  May  be  from  imports,  shale  oil,  coal  liquefaction,  etc.  See  text  for  discussion. 

3  All  imports. 
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ventional  domestic  sources,  both  onshore  and  offshore,  to  the  extent  that  it  may 
be  made  available  through  increased  discoveries  of  nevp  reserves.  The  proportion 
which  each  of  these  sources  will  contribute  is  dependent  primarily  upon  govern- 
mental policies,  environmental  restraints  and  economic  conditions  during  this 
period.  Beyond  1980,  supplemental  supplies  will  come  not  only  from  these  sources 
but  also  from  such  non-conventional  sources  as  shale  oil,  tar  sands  and  coal 
liquefaction.  Development  of  new  technologies  will  also  be  a  contributing  factor 
to  the  extent  these  new  energy  forms  are  made  available. 

The  CuAiRMAX.  Have  you  an}-  idea  how  mvich  of  the  crude  oil  will 
come  from  Venezuela  ? 

j\Ir.  HoRTOx.  I  am  sorry  that  we  do  not  have  that  one  figure. 
We  can  provide  it  for  the  record. 

The  Chairmax.  And,  to  what  destinations  in  the  United  States 
would  that  crude  oil  coming  from  Venezuela  go,  how  much  from 
Canada,  and  where  would  the  Canadian  oil  come  into  the  United 
States  and  then  your  estimation  of  how  much  would  come  from 
Alaska. 

I  think  if  you  could  supply  that  for  the  record,  it  would  be  help- 
ful. 

]\fr.  HoRTOx,  Be  happy  to  do  that. 

[The  information  referred  to  follows:] 

Destination  of  Petroeum  Ijeported  Into  the  United  States 

Nearly  all  crude  oil  imports  from  Canada  enter  the  U.S.  by  pipeline  from 
Canada's  oil  producing  areas  in  the  Western  Provinces.  The  probable  desti- 
nations of  crude  oil  from  Venezuela  or  other  sources  of  waterboi'ne  imports 
is  dependent  on  whether  sites  can  be  found  for  the  construction  of  retiueries 
on  the  East  Coast  of  the  United  States.  If  not,  imports  of  crude  oil  will  be 
destined  for  expanded  refinery  capacity  on  the  Gulf  Coast  and  there  will  be 
an  additional  transportation  cost  to  move  the  petroleum  products  from  the 
Gulf  Coast  refineries  to  the  East  Coast  market.  Projections  of  imports  into 
the  East  Coast  and  the  Gulf  Coast  ports  under  five  different  cases  were 
developed  by  the  Office  of  Oil  and  Gas,  Department  of  the  Interior.  These 
projections  show  Canadian  imports  by  pipeline,  Latin  American  imports  in 
small  tankers,  and  crude  oil  imports  from  the  Middle  East,  Africa,  and 
Southeast  Asia  in  VLCC's  (very  large  crude  carriers)  or  in  other  words  in 
supertankers. 

Projections  of  Superport  Requirements 

The  projections  of  petroleum  requirements  and  patterns  of  supply  shown 
herein  were  developed  to  show  possible  opportunities  for  port  facilities  to 
accommodate  very  large  crude  carriers,  in  selected  years  and  under  some 
specific  assumptions  regarding  domestic  producing  rates  for  oil  and  gas, 
consequent  demand  for  oil  and  for  imported  oil,  and  the  construction  of 
refinery  capacity  on  the  East  and  Gulf  Coasts  of  the  United   States. 

In  each  case,  and  for  each  year,  tables  were  developed  on  the  basis  of  a 
single-point  oil  demand  forecast.  In  each  instance  the  demand  level  selected 
falls  approximately  mid-range  of  available  forecasts  and  includes  petroleum 
feedstocks  for  the  production  of  synthetic  gas.  Each  table  is  footnoted  to 
indicate  the  full  reasonable  range  of  demand  anticipations.  Generally,  varia- 
tions in  demand  levels  would  necessitate  comparable  changes  in  projected 
petroleum  imports. 

A  single  case  is  presented  for  107.'  on  the  assumption  that  lead  times 
are  such  that  new  stimulants  to  production  and  new  refinery  construction 
programs  will  have  little  effect  on  supply  patterns  by  that  date. 

While  we  believe  that  the  analysis  for  the  year  2000  is  reasonable,  by 
that  year  oil  import  levels  will  be  significantly  affected  by  oil  reserves  not 
yet  discovered,  l)y  technology  not  yet  demonstrated  and  by  life  styles  and 
energy  consumption  patterns  not  yet  developed.  Moreover,  we  suggest  that 
if  domestic  production  and  alternative  energy  forms  are  to  be  developed  in 
the  long  term,  the  greatest  need  for  superport  facilities  may  occur  in  the 
late  1970's  and  the  1980's.  Such  facilities  should  be  expected  to  play  out  in 
that  time  period. 
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Cases  IV  and  V  are  based  on  an  optimistic  projection  of  domestic  produc- 
tion of  natural  gas  and  crude  oil  wliich  probably  can  be  realized  only  through 
optimal  Federal  leasing  policies,  increased  prices  and  fortuitous  finding  rates. 
As  much  of  the  incremental  volume  of  oil  production  reflected  in  these  cases 
will  be  from  fuels  yet  to  be  discovered,  it  is  most  difficult  to  project  likely 
logistical  patterns.  We  have,  therefore,  attempted  to  identify  only  projected 
waterborne  petroleum  receipts  on  the  East  and  Gulf  Coasts  by  size  of  tanker 
rather  than  by  point  of  origin.  In  each  ca.se,  volumes  anticipated  to  be  de- 
livered by  large  tankers  are  sufficient  to  warrant  further  investigation  of 
superport  potentials. 

SUMMARY-EAST  COAST  SUPERPORT  REQUIREMENTS 
[Thousands  of  barrels  per  day] 

1975  1980  1985  2000 

Case  I --- 

Case  II 

Casein - 

Case  IV 

Case  V 


A  supplemental  table  summarizes  probable  petroleum  movements  from 
the  Gulf  Coast  to  East  Coast  for  Cases  I  through  III.  While  an  effort  has 
been  made  to  assign  volumes  to  water  and  pipeline  transport,  the  actual 
form  of  such  movements  in  the  future  will  depend  on  evaluations  of  specific 
transportation  alternatives.  Somewhat  greater  reliance  can  be  placed  on  the 
total  movement  estimates. 

It  may  be  noted  that  in  Cases  I  and  II,  through  19S5,  rising  imports  more 
than  offset  the  growth  in  District  I  oil  demand  so  that  movements  from  the 
Gulf  Coast  rise  only  slightly  to  1975  and  then  begin  to  fall  significantly  be- 
low their  1971  level.  Under  these  conditions  pipeline  capacity  probably  would 
not  rise  to  the  level  indicated  for  1971  unless  investors  anticipated  refinery 
patterns  to  develop  as  assumed  in  Case  III. 

Ca.se  III  would  require  a  major  expansion  in  Gulf  to  East  Coast  oil  move- 
ments and  in  the  pipeline  or  port  facilities  to  accommodate  them.  In  this 
context  it  becomes  apparent  that  the  port  investment  required  in  Case  I 
(largely  for  product  imports)  or  Case  II  (largely  for  crude  oil  carrying 
VLCC's)  are  at  least  in  large  measure  alternatives  to  increased  investment 
in  inter-coastal  facilities. 

Projectioxs  of  Superport  Requirements 

definitions  of  cases 
Case  I 

a.  No  stimulation  of  U.S.  oil  and  gas  production. 

b.  Limited  additions  to  capacity  of  present  East  Coast  refineries  but  no 
new  refineries  in  that  area. 

c.  Crude  oil  and  petroleum  product  imports  In  volumes  needed  to  meet 
U.S.  energy  needs. 

d.  Greater  dependence  on  offshore  refiners  for  products. 

Case  II 

a.  No  stimulation  of  U.S.  oil  and  gas  production. 

b.  Expansion  of  East  Coa.st  refinery  capacity  to  50%  of  the  area's  product 
requirements.    (Approximates  pre-oil  import  control  position.) 

c.  Crude  oil  and  petroleum  product  imports  in  volumes  needed  to  meet 
U.S.  energy  needs. 
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Case  III 

a.  No  stimulation  of  U.S.  oil  and  gas  production. 

1».  Limited  addition.s  to  capacity  of  present  East  Coast  refineries  but  no 
new  refineries  in  that  area. 

c.  Crude  oil  and  petroleum  product  imports  in  volumes  needed  to  meet 
U.S.  energy  needs. 

d.  Refinery  construction  on  the  Gulf  Coast  to  supply  East  Coast  market. 

Case  IV 

a.  Maximum  stimulation  of  U.S.   oil  and  gas  production. 

1>.  Expansion  of  East  Coast  refinery  to  accommodate  crude  oil  receipts. 

c.  Crude  oil  and  petroleum  product  imports  in  volumes  needed  to  meet 
U.S.  energy  needs. 

d.  Districts  II-IV  crude  oil  production  will  be  refined  in  those  districts, 
AAith  product  output  in  excess  of  local  needs  being  shipped  principally  to 
District  I, 

Case  V 

a.  Maximxim  stimulation  of  U.S.  oil  and  gas  production 

b.  Limited  additions  to  capacity  of  present  East  Coast  refineries  but  no 
new  refineries  in  that  area. 

c.  Crude  oil  and  petroleum  product  imports  in  volumes  needed  to  meet 
U.S.  needs. 

d.  Refinery  construction  on  the  Gulf  Coast  to  supply  East  Coast  market. 

SUMMARY-EAST  COAST  SUPERPORT  REQUIREMENTS 
[Millions  of  short  tons  per  year] 


1975 


1980 


1985 


2000 


Case  I.. 
Case  II. 
Case  III. 
Case  IV. 
Case  v.. 


61 

85 

134 

188 

275 

354 

61 

85 

134 

107 

64 

172 

54 

32 

43 

SUMMARY— GULF  COAST  SUPERPORT  REQUIREMENTS 
[Thousands  of  barrels  per  day] 


1975 


1980 


1985 


2000 


Case  L. 
Case  II.. 
Case  III. 
Case  IV. 
Case  v.. 


1,573 

1,805 

3,248 

10, 900 

1,573 

1,805 

3,248 

10,600 

1,573 

4,175 

6,782 

14,700 

1,573 

400 

0 

0 

1,573 

1,400 

600 

2,400 

SUMMARY-GULF  COAST  SUPERPORT  REQUIREMENTS 
[Millions  of  short  tons  per  year| 


1975 


1980 


1985 


2000 


Case  I.. 
Case  IL 
Case  III. 
Case  IV. 
Case  v.. 


84 

97 

174 

585 

84 

97 

174 

570 

84 

224 

364 

789 

84 

21 

0 

0 

84 

75 

32 

129 
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CASE  I,  II,  AND  III-1975.-INCREASED  OIL  IMPORTS  TO  MEET  ENERGY  NEEDS 
[Thousands  of  barrels  per  day) 


Total  U.S.  demand. 


Total  U.S.  production: 

Crude 

NGL 


Total 

Total  oil  imports. 


From  Canada. 
Waterbome.. 


Source  of  waterborne  imports: 

Western  Hemisphere 

Europe  (product) 


Total  in  small  tankers. 


Middle  East  (crude) 

Southeast  Asia  (crude). 
Africa  (crude) 


Total  in  VLCC's. 


Crude  runs 

Required  crude  capacity. 


Total 
United  States 


18, 400 


8,960 
1,840 


10,  800 


7,600 


1,300 
6,300 


I  3,  200 
200 


1  3,  400 


2,325 
175 
400 


2,900 


13,  560 
15,070 


District 


Districts  ll-IV 


7,535 


8,270 


50 
10 


7,740 
1,810 


60 


9,550 


3,905 


2,473 


175 
3,730 


715 
1,758 


1  2,  865 
200 


185 


1  3,  065 


185 


365 
'406' 


1,473 


765 


1,473 


1,390 
1,540 


9,928 
1,030 


1  Includes  400  barrels  per  day  of  crude  oil,  demand  ranges— low  17,200;  high  19,000. 


District  V 


2,595 


1,170 
20 


1,190 


1,222 


410 
812 


150 


150 


487 

175 


662 


2,242 
2,500 


CASE  l-1980.-mCREASED  OIL  IMPORTS  AND  NO  NEW  REFINERIES  ON  EAST  COAST 

[Thousands  of  barrels  per  day]  


Total  U.S.  demand. 


Total  U.S  production: 

Crude 

NGL 


Total 

Total  oil  imports. 


From  Canada. 
Waterborne.. 


Source  of  Waterborne  imports: 

Western  Hemisphere 

Europe  (product) 


Total  in  small  tankers. 


Middle  East  (crude) 

Southeast  Asia  (crude). 
Africa  (crude) 


Total  in  VLCC's. 


Crude  runs 

Required  crude  capacity. 


Total 
United  States 


22,  790 


10,  460 
1,540 


12,  000 


10,  790 


1,800 
8,990 


1  5, 650 
300 


1  5,  950 


2,240 
100 
700 


3,040 


15, 600 
16,  830 


District  I 


9,240 


45 
10 


55 


6,786 


150 
6,636 


1  5,  201 
300 


1  5,  501 


435 
"700" 


1,135 


1,630 
1,810 


Districts  I !-IV 


10,  325 


i  Includes  300  barrels  per  day  of  crude  oil,  demand  ranges— low  21,640;  high  23,940. 


7,885 
1,490 


9,375 


3,467 


1,393 
2,074 


269 


269 


1,805 


1,805 


11,083 
12,320 


District  V 


3,225 


2,530 
40 


2,570 


537 

257 
280 


180 


180 


100 


100 

2,887 
3,210 
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CASE  II— 1980.— INCREASED  OIL  IMPORTS  WITH  REFIMERY  GROWTH  ON  EAST  COAST 

(Thousands  of  barrels  per  day) 


Total 
United  States 


District 


Districts  ll-IV 


District  V 


Total  U.S.  demand. 


Total  U.S.  production: 

Crude 

NGL 


Total 

Total  oil  imports. 


From  Canada. 
Waterborne.. 


Source  waterborne  imports: 
Western  Hemisphere.. 
Europe  (product) 


Total  in  small  tankers. 

Middle  East  (crude) 

Southeast  Asia  (crude) 

Africa  (crude) 


Total  in  VLCC's. 


Crude  runs 

Required  crude  capacity. 


17,970 
19,  980 


4,000 
4,450 


11,083 
12,320 


22,  790 

9,240 

10,  325 

3.225 

10,  460 
1,  540 

45 
10 

7,885 
1,490 

2,530 
40 

12, 000 

55 

9,375 

2,570 

10,  790 

6,786 

3,467 

537 

1,  800 
8,  990 

150 
6,636 

1,393 
2,074 

257 
280 

1  3,  280 
300 

I  2,  831 

300 

269 

180 

1  3,  580 

13,131 

269 

180 

4,610 

100 

700 

2,805 

""m".'.'.'.'. 

1,805 

ioo 

5,  410 

3,505 

1,805 

100 

2,887 
3,210 


I  Includes  300  barrels  per  day  of  crude  oil  demand  ranges— low  21,640;  high  23,940. 

CASE  III— 1980.— INCREASED  CRUDE  OIL  IMPORTS  WITH  NO  NEW  REFINERIES  ON  EAST  COAST 

(Thousands  of  barrels  per  day| 


Total 
United  States 

District  1 

Districts  ll-IV 

District  V 

Total  U.S.  demand 

22,  790 

9,240 

10,  325 

3,225 

Total  U.S.  production: 

Crude 

NGL 

10,460 
1,540 

45 
10 

7,885 
1,490 

2,530 
40 

Total 

12,000 

55 

9,375 

2,570 

Total  oil  imports 

10,790 

4,416 

5,837 

537 

From  Canada 

Waterborne 

1,800 
8,990 

150 
4,266 

1,393 
4,444 

257 
280 

Source  of  waterborne  imports: 

Western  Hemisphere 

Europe  (product) 

13,280 
300 

12,831 
300  .. 

2  69 

180 

Total  in  small  tankers 

13,580 

1  3, 131 

269 

180 

Middle  East  (crude) 

Southeast  Asia  (crude) 

Africa  (crude)  ..       

4,610 
100  .... 
700 

435 
"" 700"' 

4,175 

100 

Total  in  VLCC's 

5,410 

1,135 

4,175 

100 

Crude  runs         . 

17,970 

1,630 
1,810 

13,453 
14, 960 

2,887 

Required  crude  capacity 

19,980 

3.210 

1  Includes  300  barrels  per  day  of  crude  oil  demand  ranges— low  21,640;  high  23.940 
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CASE  II-1985.-INCREASED  CRUDE  OIL  IMPORTS  WITH  REFINERY  GROWTH  ON  EAST  COAST 

IThousands  of  barrels  per  day) 


Total 
United  States 


District 


Districts  ll-IV 


District  V 


Total  U.S.  demand. 


Total  U.S.  production: 

Crude- 

NGL 


Total 

Total  oil  imports. 


From  Canada. 
Waterborne... 


Source  of  waterborne  imports: 

Western  Hemisphere 

Europe  (product) 


Total  in  small  tankers. 

Middle  East  (crude) 

Southeast  Asia  (crude) 

Africa  (crude)... 


Total  In  VLCC's. 


Crude  runs 

Required  crude  capacity. 


26, 885 

10,812 

12, 121 

3,952 

10,  396 
1,  329 

40 
10 

7,446 
1,279 

2,910 
40 

11,729 

50 

8,725 

2,950 

15, 160 

9,005 

5,203 

952 

2,  200 
12, 960 

150 
8,855 

1,498 
3,705 

552 
400 

1  4, 106 
400 

1  3,  349 

400 

457 

300 

1  4, 506 

1  3,  749 

457 

300 

7,  354 

4,106 

3,248 

100 

1,000 

100 

8,  454 

5,106 

3,248 

100 

21, 150 
23, 560 


5,396 
6,000 


12, 192 
13, 600 


3,562 
3,960 


>  Includes  100  million  barrels  per  day  crude  demand  ranges— low  25,525;  high  28,245. 


CASE  1-1985.— INCREASED  OIL  IMPORTS  AND  NO  NEW  REFINERIES  ON  EAST  COAST 

IThousands  of  barrels  per  day) 


Total 
United  States 

District  1 

Districts  I  l-IV 

District  V 

Total  U.S.  demand 

26,885 

10,812 

12, 121 

3,952 

Total  U.S.  production: 

Crude 

NGL 

10,396 
1,329 

40 
10 

7,446 
1,279 

2,910 
40 

Total 

11,725 

50 

8,725 

2,950 

Total  oil  imports 

15,160 

9,005 

5,203 

952 

From  Canada 

2,200 
12,960 

150 
8,855 

1,498 
3,705 

552 

Waterborne 

400 

Source  of  waterborne  imports: 

Western  Hemisphere... 

Europe  (product) 

17,640 
400 

1  6,  883 
400  .. 

457 

300 

Total  in  small  tankers 

18,040 

1  7,  283 

457 

300 

Middle  East  (crude) 

3,820 

100 

1,000 

1,072 
■ 500"" 

2,748 

Southeast  Asia  (crude) 

Africa  (crude) 

566' 

100 

Totalin  VLCC's 

4,920 

1,572 

3,248 

100 

Crude  runs 

17,616 
19,630 

1,862 
2,070 

12,192 
13,  600 

3,562 

Required  crude  capacity 

3,960 

>  Includes  100  million  barrels  per  day  crude  demand  ranges— low  25,525;  high  28,245. 
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CASE  III— 1985— INCREASED  CRUDE  OIL  IMPORTS  WITH  NO  NEW  REFINERIES  ON  EAST  COAST 

IThousands  of  barrels  per  day) 


Total 
United  States 


District  I 


Districts  II  IV 


District  V 


Total  U.S.  demand. 


Total  U.S.  production: 

Crude 

NGL 


Total 

Total  oil  Imports. 


From  Canada. 
Waterborne.. 


Source  of  waterborne  imports: 

Western  Hemisphere 

Europe  (product) 


Total  In  small  tankers. 

Middle  East  (crude)., 

Southeast  Asia  (crude) 

Africa  (crude) 


Total  in  VLCC's. 


Crude  runs 

Required  crude  capacity. 


26, 885 

10,812 

12, 121 

3,952 

10,  396 
1,  329 

40 
10 

7,446 
1,279 

2,910 
40 

11,725 

50 

8,725 

2,950 

15, 160 

5,471 

8,737 

952 

2,  200 
12, 960 

150 
5,321 

1,498 
7,239 

552 

400 

>  4, 106 
400 

1  3,  349 

400 

457 

300 

■  4,  506 

»  3,  749 

457 

300 

7,  354 

1,072 
'" 500" 

6,282 

100 

1,000 

"""500" 

100 

8,  454 

1,572 

6,782 

100 

21, 150 
23, 560 


1,862 
2,070 


15,726 
17, 490 


3,562 
4,000 


1  Includes  100  million  barrels  per  day  crude  demand  ranges— low  25,525;  high  28,245. 


CASE  II— 2000.— INCREASED  OIL  IMPORTS  WITH  REFINERY  GROWTH  ON  EAST  COAST 

[Thousands  of  barrels  per  day] 


Total 
United  States 

District  1 

Districts  II-IV 

District  V 

Total  U.S.  demand 

135,000 

13,300 

16,  200 

5,500 

Total  U.S.  production: 

Crude 

NGL 

11,460 

1,540 

8,500 
1,500 

2,960 
40 

Total.... 

13,000 

10,  000 

3  000 

Total  oil  imports 

22,000 

6,600 

12,  900 

2,500 

From  Canada 

2,500  .  . 

2,300 
10,600 

200 

Waterborne. 

19,500 

6,600 

2,300 

Source— Waterborne  imports: 

Western  Hemisphere. 

Total  in  small  tankers 

Middle  East/Africa  (crude). 

Southeast  Asia  (crude) 

17,700 
1,800 

6,600 

10, 600 

500 
1,800 

Total  in  VLCC's 

19,500 

6,600 

10,  600 

2,300 

Crude  runs 

33,460 

6,600 
7,300 

21,  400 
23,  780 

5,460 

Required  crude  capacity 

37, 150 

6  070 

>  Extreme  ranges  of  probable  demand  are  from  25,000,000  to  39,000,000  barrels  per  day. 
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CASE  I1I-2000.-INCREASED  CRUDE  OIL  IMPORTS  WITH  NO  NEW  REFINERIES  CM  EAST  COAST 

[Thousands  of  barrels  daily] 


Total 
United  States 

District  1 

Districts  ll-IV 

District  V 

Total  U  S  demand         

135,000 

13,  300 

16, 200 

5,500 

Total  U.S.  production: 

Crude - - 

NGL 

11,460 

;.                      1,540 

8,500 
l.EOO 

2,960 

40 

Total - 

13  000 

10, 000 

3,000 

Total  oil  imports 

22,000 

2,500 

17,000 

2,500 

From  Canada 

Waterborne - 

2,500      ... 

2,300 
14,  700 

200 

19,500 

2,500 

2,300 

Source  of  waterborne  imports: 

Western    Hemisphere -- -- 

Total  In  small  tankers -. 

Middle  East/Africa  (crude) 

17,  700 
1,800 

2,500 

14,  700 

500 
1,800 

19,500 

2,500 

14,  700 

2,300 

33,460 
37,150 

2,500 
2,780 

25,  500 
28,  300 

5,460 

Rpniiired  crude  caoscitv         . 

6,070 

Extreme  ranges  of  probable  demand  are  from  25,000,000  to  39,000,000  barrels  per  day. 


CASE  I-2000.-1NCREASED  OIL  IWIPORTS  AND  NO  NEW  REFINERIES  ON  EAST  COAST 

(Thousands  of  barrels  per  day] 


Total 

United  States 

District  1 

Districts  ll-IV 

District  V 

Total  U.S.  demand 

135,000 

13, 300 

16, 200 

5,500 

Total  U.S.  production: 

Crude 

NGL.... 

11,460 

1,540 

8,500 
1,500 

2,960 
40 

Total 

13,000 

10, 000 

3,000 

Total  oil  imports 

22,000 

6,300 

13,  200 

2,500 

From  Canada 

2,500 

2,300 
10, 900 

200 

Waterborne 

19,500 

6,300 

2,300 

Source  of  waterborne  imports: 

Western  Hemisphere 

3,800 

3  800 

Total  in  small  tankers 

3,800 

3  800 

Middle  East/Africa  (crude) 

13,900 
1,800 

2,500 

10,900 

500 
1,800 

Total  in  VLCC's 

15,700 

2,500 

10, 900 

2,300 

Crude  runs           .  

29,660 
32,950 

2,500 
2,780 

21,700 
24, 100 

5,460 

Reauired  crude  caoacitv         .. 

6,070 

Extreme  ranges  of  probable  demand  are  from  25,000,000  to  39,000,000  barrels  per  day. 
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MOVEMENTS  GULF  COAST  TO  EAST  COAST 
IMillion  barrels  per  day] 


1971 
actual 


1975 
l-ll-lll 


1980 


1985 


III 


2000 


III 


Water »1,915 

Pipeline... 1,404 

Total 3,319 


1,300      1,200      1,220     2,269         500         500      2,291 
2,270      1,199      1,199      2,500      1,257      1,257      3,000 


3,570      2,399      2,399      4,769      1,757      1,757      5,291      7,000     6,700      10,800 


1  Includes  crude  oil  565;  river  barge  movements,  65. 


CASES  4  AND  5  U.S.  SUPPLY/DEMAND 
(Million  barrels  daily] 


1980 


1985 


2000 


Total  demand 

Domestic  production 

NGL. 

North  Slope 

Synthetics 

Total 

Imports  required 

Products 

Crude 

Canada 

Western  Hemisphere. 

Eastern  Hemisphere 

Additional  crude  for  LNG  manufacturing 
Total  Eastern  Hemisphere  imports 


20.8 


23.2 


24.1 


10.2 

11.2 

5.9 

1.9 

2.0 

1.5 

2.0 

3.0 

2.0 

0.1 

0.5 

6.0 

14.2 

16.7 

15.4 

6.6 

6.5 

8.7 

3.0 

2.9 

2.9 

3.6 

3.6 

5.8 

1.8 

3.0 

2.4 

0.2 

0.2 

0.2 

1.6 

0.4 

3.2 

0.8 

0.8 

2.4 

1.2 

3.2 

WATERBORNE  CRUDE  RECEIPTS 
[Millions  of  barrels  per  day] 


1975 


1980 


1985 


2000 


Case  IV: 
District  1: 

Small 0.4 

Large .8 

Total 1.2 

District  III: 

Small 

Large 1.6 

Total 1.6 

Case  V: 

District  I : 

Small .4 

Large .8 

Total L2 

District  III: 

Small 

Large 1.6 

Total 1.6 


0.4 
2.0 

1.0 

1.2 

0.2 
3.2 

2.4 

2.2 

3.4 

.5 

.4      

.9 

0 

0 

.6 
1,0 

.4 
.6 

.2 
.8 

1.6 

1.0 

1.0 

.3 
1.4 

.6 

.6 

2."4 

1.7 

1.2 

2.4 

22-635   O  -  73 
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Mr.  Carter.  Madam  Chairman,  let  me  give  you  a  brief  and  gen- 
eral response  which  we  can  make  more  precise  m  our  submission,  but 
the  projections  for  imports  from  the  Western  Hemisphere  has  be- 
come more  difficult  to  make  with  certainty  in  the  last  few  years. 

The  investment  in  production  in  Venezuela  has  not  been  at  the 
same  level  of  increase  as  it  has  in  the  past,  and  I  do  not  think  we 
now  project  an  increasing  level  of  supply  from  that  area  as  we 
were  able  to  in  recently  past  years. 

Moreover,  imports  from  Canada  which  are  now  running  very 
substantial,  I  believe  in  the  neighborhood  of  about  800,000  barrels  a 
day  of  crude  from  Canadian  sources  are  subject  to  possible  change  m 

Canadian  policy.  i         .     i  i.-u 

The  Canadian  Government  has  recently  imposed  controls  on  the 
export  of  crude  oil  to  the  United  States.  They  are  looking  at  their 
own  oil  supply  picture,  so  it  is  not  possible  to  predict  with  a  great 
deal  of  confidence  for  1980  and  1985  from  Canadian  sources. 

We  hope  that  by  1985  at  least  to  be  receiving  2  million  barrels  ot 
oil  a  day  from  Alaska,  into  the  lower  48  States,  the  trans- Alaska 

pipeline.  .  .  •  ^  £ 

What  all  of  this  represents  though,  is  an  increasing  volume  ot 
imports  and  an  increasing  percentage  of  those  imports  coming  from 
the  Middle  East,  and  leading  to  the  necessity  for  economic  reasons 
of  importing  that  oil  in  the  very  large  crude  carrying  vessels. 

The  Chairman.  One  other  thing  as  to  oil  coming  from  Canada : 
Where  is  the  oil  produced,  in  what  section  of  Canada?  Into  what 
section  of  the  United  States  is  it  imported?  The  same  information 
on  Venezuelan  oil.  As  to  Alaska,  we  know. 

I  just  have  two  other  very  brief  questions. 

How  far  from  the  shores  would  you  believe  that  these  ports 
should  be  built?  You  mentioned  something  about  the  3-mile  limit. 
They  would  have  to  be  farther  out  than  that,  would  they  not? 

Mr.  HoRTON.  I  think,  Madam  Chairman,  it  would  vary  depending 
upon  the  slope  of  the  Outer  Continental  Shelf  itself. 

If  you  were  looking  to  100  feet  or  more  for  the  tankers,  it  would 
depend  upon  how  rapidly  the  slope  dropped  off.  ,  ^,    ,  „ 

The  Chairman.  I  do  not  know  how  far  the  Continental  bhelt  runs. 

Mr.  HoRTON.  In  our  judgment,  it  would  be  at  least  20  miles.  I 
think  it  would  be  generally  out  of  sight  from  anyone  on  the  shore- 
line. .       . 

The  Chairman.  The  main  reason  that  I  asked  you  that  question  is : 
AVhat  would  be  the  danger  to  these  offshore  ports  from  the  weather, 
the  wind,  and  the  waves  out  in  the  ocean? 

Mr.  HoRTON.  The  rougher  condition  of  the  seas  is  a  very  serious 
consideration,  but  nonetheless,  that  technology  is  sufficiently  advanced 
to  permit  safe  operations  in  heavy  seas. 

The  Chairman.  Thank  you,  very  much. 

Mr.  Downing? 

Mr.  Downing.  Thank  you.  Madam  Chairman. 

Mr.  Secretary,  you  made  a  very  fine  statement.  In  your  statement, 
you  ticked  off  several  reasons  why  this  legislation  should  be  m  the 
Department  of  the  Interior.  u     •       i,     -rk 

Can  you  not  think  of  any  reasons  why  it  should  be  m  the  De- 
partment of  Commerce? 
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Mr,  HoRTON.  Yes,  sir;  the  administration  considered  those  reasons 
and  on  balance,  determined  that  there  were  more  reasons  for  put- 
ting it  in  Interior  if  the  legislation  passes,  than  in  Commerce. 

Mr.  Downing.  Did  I  understand  you  to  say  that  the  coastal  zone 
management  was  vested  in  the  Department  of  the  Interior? 

Mr.  HoRTON.  No,  sir;  I  said  the  responsibilities  for  first  pursuing 
and  then  implementing  the  national  land  use  policy  legislation. 

Mr.  Downing.  But  the  two  things  are  now  separate  and  coastal 
zone  management  is  under  the  Department  of  Commerce. 

Mr.  HoRTON.  That  is  correct. 

Mr.  Downing.  Would  that  not  be  a  factor  which  would  favor  it 
to  be  included  in  the  Department  of  Commerce  rather  than  Interior  ? 

Mr.  HoRTON.  Mr.  Downing,  it  is  the  policy  of  the  Department  that 
the  responsibilities  for  land  use  planning  should  belong  properly 
with  the  States,  and  the  proper  role  in  any  coastal  zone  land  use 
planning,  should  belong  with  them  and,  of  course,  the  coastal  areas 
are  only  half  of  the  problem  we  are  looking  at. 

The  other  half  is  the  facility  itself,  which  would  be  on  the  Outer 
Continental  Shelf,  which  is  under  the  jurisdiction  of  Interior. 

Mr.  Downing.  Well,  the  administration  has  set  up  NOAA  as  a 
lead  agency  to  handle  things  pertaining  to  the  oceans  and  the  atmos- 
phere. 

It  would  seem  to  me  since  you  are  going  to  put  these  deepwater 
ports  in  international  waters,  it  should  come  under  NOAA. 

Mr.  HoRTON.  Well,  that  was  a  consideration  which  obviously  the 
administration  gave.  I  mean,  they  were  weighing  on  balance  the 
merits  and  demerits  between  the  Department  of  Commerce  and  the 
Department  of  Interior.  But  as  you  well  appreciate,  we  have  for- 
mal responsibilities  over  the  land  portion  of  the  Outer  Continental 
Shelf  as  well  as  our  responsibilities  for  energy  development. 

Mr.  Downing.  Have  you  made  any  decision  as  to  the  number  of 
these  deepwater  ports  that  will  be  necessary  ? 

Mr.  HoRTON.  That,  of  course,  would  be  dependent  upon  the  year 
we  are  looking  at. 

I  will  ask  JNIr.  Carter  whether  we  have  specific  figures  for  the 
year  1985  or  the  year  2000. 

Mr.  Carter.  No,  sir,  we  have  not.  Under  our  bill  and  our  ap- 
proach to  the  problem,  the  basic  decision  on  the  need  for  these 
facilities  will  be  made  by  the  private  sector  and  the  Department's 
role  would  be  to  assure  that  whatever  facilities  are  sought  would  be 
consistent  with  the  requirements  of  the  act. 

We  do  not  envision  trying  to  specify  a  certain  number. 

Now,  right  at  the  present  moment,  we  do  know  that  there  are  two 
projects  which  have  a  substantial  backing  and  a  degree  of  planning 
behind  them  now,  and  would  probably  seek  licenses  very  shortly 
after  any  legislation  was  in  effect. 

Whether  new  applications  would  come  in  for  other  areas  within 
a  relatively  short  period  of  time,  we  just  do  not  know. 

Mr.  Downing.  The  license  would  be  sought  by  the  private  sec- 
tor, and  then  approved  if  it  meets  the  guidelines  of  the  legislation, 
is  that  correct? 

Mr.  Carter.  Yes,  sir. 
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Mr.  Downing.  Do  you  have  any  estimate  as  to  the  costs  of  these 
ports  ? 

Mr.  Carter.  I  believe  that  I  am  right  in  saying  that  the  offshore 
portion  is  in  the  neighborhood  of  $300  million  but  I  do  not  know 
what  the  onshore  portion  would  be,  and  that  would  be  something 
that  your  industry  representative  would  be  able  to  give  you  much 
better  figures  on  than  we  could. 

Mr.  Downing.  Would  the  Government  subsidize  any  part  of  the 
cost  of  this  port  ? 

Mr.  Carter.  No,  sir. 

Mr.  Downing.  One  final  question.  From  an  economic  viewpoint, 
what  effect  on  the  relative  merits  of  the  Alaskan  as  contrasted  to 
the  Canadian  pipeline  would  result  from  an  offshore  terminal  facil- 
ity in  the  gulf  with  arrangements  for  increased  throughput  to  the 
upper  Midwest  area,  including  the  Great  Lakes  area? 

Mr.  Carter.  From  an  economic  point  of  view? 

Mr.  Downing.  Yes. 

Mr.  Carter.  I  would  have  to  look  at  some  specific  figures,  but  if 
you  consider  that  the  price  of  the  crude  in  the  gulf,  any  port  of 
entry  is  going  to  be  the  world  price,  plus  if  it  is  foreign  crude,  with 
fees  under  the  mandatory  oil  import  program  and  then  transpor- 
tation costs  to  the  Midwest. 

I  believe  that  so  far  as  the  price  is  concerned  in  the  Midwest,  I  am 
accurate  in  saying  that  the  price  will  remain  the  same  whether  you 
are  supplying  the  Midwest  with  oil  from  the  gulf  or  you  are  supply- 
ing the  Midwest  with  oil  from  Alaska  via  trans-Canadian  pipeline, 
but  one  thing  that  I  think  is  important  to  notice  here  is  that  the 
problems  of  preparing  a  delivery  system  of  oil  to  the  Midwest  will 
have  to  be  addressed  relatively  quickly  if  those  supplies  are  going  to 
come  from  the  gulf  through  pipelines  and  the  decisions  have  to  be 
made  in  the  relatively  near  future  and  that  holding  in  abeyance  the 
question  whether  the  Midwest  is  going  to  be  supplied  from  that 
source  or  by  Alaskan  oil  can  only  exacerbate  the  planning  difficulties 
that  the  industry  runs  into  and  that  we  run  into  in  figuring  out  how 
those  demands  are  going  to  be  met. 

Mr.  Downing.  Well,  if  the  oil  crunch  is  as  bad  as  they  say  it  is, 
we  could  use  it  from  both  sources,  could  we  not? 

Mr.  Carter.  It  might  be  possible  that  both  sources  would  be  nec- 
essary, but  if  you  think  of  the  investment  decisions  that  are  neces- 
sary to  build  the  delivery  systems  from  both  sources,  it  is  important 
for  planning  purposes  to  have  a  pretty  good  fix  on  what  volume 
you  are  going  to  have  to  supply  from  one  source  or  the  other  or 
you  wind  up  with  redundant  delivery  sources  and  economic  ineffi- 
ciencies. 

Mr.  Downing.  Thank  you,  Mr.  Secretary. 

Thank  you,  Madam  Chairman. 

The  Chairman.  Mr.  Grover. 

Mr.  Grover.  Mr.  Horton,  you  require  in  this  bill  an  environmental 
impact  statement  in  connection  with  each  license  application. 

We  think  and  had  been  anticipating  that  you  would  be  promulgat- 
ing a  draft  environmental  impact  statement  to  accompany  the  filing 
of  this  bill  with  the  committee. 

Is  that  due  in  the  near  future? 
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I  understand  it  is  overdue. 

Mr.  HoRTON.  It  is  due.  Your  understanding  is  partially  correct. 
A  programatic  or  comprehensive  environmental  impact  statement 
for  the  general  proposal  is  now  in  preparation. 

It  is  in  draft  form  and  it  is  my  understanding  it  is  not  far  from 
completion  and  in  the  posture  it  can  be  distributed  for  comment. 

Mr.  Gro\tr.  Not  far  away?  What  are  we  talking  about  in  a  time 
frame  reference? 

Mr.  HoRTON.  I  am  informed  Mr.  Grover,  that  we  can  expect  it 
within  2  weeks. 

Mr.  Gro%t:r.  Would  it  be  possible  to  have  that  filed  with  the 
committee  ? 

Mr.  HoRTON.  We  certainly  will  do  it  at  the  very  earliest  time. 

Mr.  Grover.  You  refer  in  your  statement  to  your  expertise  in  the 
supervision  of  construction  and  operation  of  offshore  facilities.  What 
is  your  expertise?  What  are  you  referring  to  as  "in  your  expertise"? 
Is  that  just  engineering  expertise,  environmental  expertise,  or  what? 

Mr.  Horton.  Let  me  take,  sir,  your  questions  in  order. 

The  expertise  derives  from  the  combined  service  of  geological  sur- 
veys and  land  management  which  have  responsibility  for  adminis- 
tration of  the  Outer  Continental  Shelf  Act.  They  are  concerned  with 
environmental  matters,  with  safety,  with  engineering  capabilities, 
advanced  technology,  and  whatnot,  but  the  expertise  primarily  de- 
rives from  the  experience  that  the  Department  has  had  in  these  two 
agencies  in  administering  the  act. 

Mr.  Grover.  Even  though  we  have  a  different  geology  than  the 
west  coast,  people  in  the  Northeast  Coastal  States  are  quite  concerned 
over  the  possibility  of  massive  blowouts,  such  as  they  had  in  Santa 
Barbara.  Does  your  expertise  indicate  we  are  approaching  fail-safe 
in  offshore  drilling? 

Mr.  Horton.  I  am  not  sure  we  can  say  we  have  attained  a  perfect 
condition  of  fail-safe,  but  it  is  our  judgment  that  we  are  approaching 
that  point  with  every  year  we  study  and  increase  the  safety  and  the 
engineering  and  the  environmental  stipulations  for  OCS  drilling. 

Mr.  Grover.  What  is  the  leadtime  ?  What  is  the  time  element  in  the 
construction  of  a  deepwater  port? 

Mr.  Horton.  Since  one  has  not  been  built  at  least  off  the  U.S.  shores, 
I  am  not  so  sure  we  can  determine  that  with  any  accuracy.  But  I  would 
guess  in  the  area  of  4  or  5  years. 

Mr.  Carter.  I  would  not  think  it  would  be  any  longer.  I  believe 
I  recall  an  industry  projection  of  approximately  2  years  after  the 
date  we  are  in  a  position  to  grant  a  license,  before  the  facility  could 
be  in  operation. 

Mr.  Grover.  Then  one  last  question.  Your  legislation  refers  to  the 
principle  purpose  of  transshipment  of  commodities.  The  main  com- 
modities we  are  considering  now  are  those  involved  with  energy. 
Congress  has  come  out  with  a  proposal  which  would  accommodate 
a  port  facility,  including  an  airport,  not  restricted  to  energy-pro- 
ducing products.  Do  you  feel  that  this  flexibility  or  the  prospect  of 
flexibility  in  your  legislation  to  accommodate  a  broader  projection 
of  activity  in  your  deepwater  ports  is  feasible? 

Mr.  Horton.  Mr.  Grover,  I  think  we  have  focused  primarily,  as 
you  point  out,  on  the  transshipment  of  energy  fuels.  Our  legislation 
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does  not  address  a  greater  number  of  commodities.  It  is  my  under- 
standing, if  we  understand  your  question  correctly,  that  the  ad- 
ministration did  not  support  at  this  time  a  facility  which  would 
allow  for  greater  diversification  of  commodities  because  of  their  ex- 
pense. 

Mr.  Grover.  a  reading  of  the  bill  would  indicate  that  there  is  a 
degree  of  flexibility. 

One  final  question.  Would  the  bill  permit  the  association  of  drill- 
ing rigs  adjacent  to  or  as  a  part  of  your  deepwater  ports? 

Mr.  HoRTON.  It  could  provide  that.  I  think  we  have  not  envisioned 
that,  because  normally  you  would  not  have  geological  structure,  or 
the  structures  in  a  particular  area  that  would  coincide  with  the 
optimum  location  of  a  deepwater  port.  It  would  be  coincidental,  and 
I  think  it  perhaps  could  add  to  navigational  hazards  and  difficulties, 
so  I  think  in  a  general  sense  we  would  not  support  that. 

Mr.  Grover.  Thank  you. 

The  Chairman.  Mr.  Murphy? 

Mr.  Murphy.  Thank  you,  Madam  Chairman. 

Mr.  Horton,  Mr.  Grover's  questions  bring  out  a  point.  Are  you 
talking  about  offshore  terminals?  Are  you  talking  about  rather  ex- 
pensive public  works  that  go  to  the  point  of  actually  building  up 
from  the  sea  bottom  a  port  area,  or  are  you  talking  about  a  floating 
buoy  with  a  flexible  connection  to  a  pipeline  that  has  come  out  from 
the  shore? 

Mr.  HoRTON.  We  are  not  talking  about  any  public  works  project. 
This  would  be  financed  by  private  industry. 

Mr.  Murphy.  I  asked  you  whether  you  are  talking  about  a  fixed, 
built-up  installation  or  a  flexible  connection  to  a  buoy. 

Mr.  HoRTON.  I  would  think  it  would  combine  the  merits  of  both. 

Mr.  Carter.  I  think  whatever  type  facility  meets  the  requirements 
of  the  Act  is  permissible  under  the  Act. 

We  do  not  want  to  preclude  any  advances  in  technology  being 
able  to  be  incorporated  into  future  facilities. 

It  is  our  understanding  that  the  state  of  the  art  now  is  that  there 
are  a  couple  of  alternatives  available.  One  is  a  single  point  mooring, 
or  a  series  of  them  that  are  brought  together  with  a  platform  that 
may  house  the  pumping  facilities  and  other  support  facilities  for  the 
entire  operation.  It  could  be  a  structure  very  similar  to  an  offshore 
drilling  platform.  There  is  nothing  in  the  bill  other  than  the  re- 
quirements that  it  be  environmentally  safe,  meet  navigational  safety 
criteria,  et  cetera,  that  dictate  the  specific  technology. 

Mr.  Murphy.  Now,  if  one  of  these  platforms  was  15  miles  or 
more  off  the  coast,  would  it  be  subject  to  the  Federal  Water  Quality 
Improvement  Act  of  1970,  and  would  the  ships  that  moor  there 
be  subject  to  it? 

Mr.  Carter.  Yes,  sir. 

Mr.  Murphy.  Mr.  Horton,  in  your  statement  on  segregated  ballast, 
do  you  endorse  the  Coast  Guard's  remarks  of  a  45  percent  segregated 
ballast? 

Mr.  Horton.  The  45  percent,  sir,  refers  to  what? 

Mr.  Murphy.  Forty-five  percent  of  the  carrying  capacity. 

Mr.  Horton.  Of  the  capacity?  I  do  not  think,  Mr.  Murphy,  we 
are  in  a  position  in  the  Department  of  Interior  to  either  endorse 
or  not  endorse  that.  Our  expertise  would  not  lie  in  that  area. 
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Mr.  Carter.  On  the  specifics,  we  certainly  endorse  the  concept  that 
Secretary  Morton  has  made  very  clear  in  his  testimony  in  conjunc- 
tion with  the  trans-Alaska  pipeline  proposal.  But  the  specifics  are 
certainly  something  that  the  Coast  Guard  knows  a  great  deal  more 
about  than  we  do,  and  we  would  not  want  to  second-guess  them 
on  it. 

Mr.  Murphy.  Do  you  endorse  the  double-bottom  requirement  of 
the  Coast  Guard  in  that  same  hearing? 

Mr.  HoRTON.  Conceptually,  sir,  the  answer  to  that  is  yes. 

Secretary  Morton,  as  early  as  2  years  ago,  adopted  the  principle  of 
double  bottoms  of  movement  of  oil  from  Alaska  to  Valdez. 

Mr.  Murphy.  Would  you  impose  unilateral  requirements  on  the 
United  States  as  opposed  to  worldwide  requirements  as  to  ballast 
and  double  bottom  construction? 

Mr.  Carter.  We  would  certainly  hope  that  you  can  arrive  at 
worldwide  standards  to  control  the  movement  of  oil  over  the  oceans. 

As  you  know,  there  is  going  to  be  an  increasing  volume  of  oil 
transport  between  many  countries,  and  there  is  a  great  need  under 
all  of  these  statistics  that  are  available  for  assuring  the  maximum 
possible  protection  against  oil  pollution.  Whether  we  face  the  prob- 
lem of  imposing  standards  that  are  more  stringent  that  what  the 
international  community  agrees  to  is  a  problem  we  will  have  to  face 
if  the  international  community  does  not  come  up  to  the  needs  for 
the  future.  But  we  certainly  prefer  to  have  uniform  standards. 

Mr.  Murphy.  Well,  we  found  from  experts  that  double  bottoms 
and  ballast  requirements  of  certain  types  cause  more  ecological 
problems  than  they  solve  in  navigability  of  the  ships,  and  add  as 
much  as  17  feet  to  the  draft  of  a  ship.  Those  are  areas  in  which  we 
are  working  this  time. 

What  about  the  problem  of  piping  ashore  from  these  offshore 
terminals?  The  States  and  committees  of  the  Congress  have  voiced 
their  opinion  that  they  will  not  permit  that  activity  to  take  place. 

I  am  talking  specifically  about  the  House  Public  Works  Com- 
mittee. 

Mr.  HoRTON.  One  of  the  leading  principles,  Mr.  Murphy,  of  our 
proposed  legislation  is  that  the  decisions  on  where  to  locate  these 
deepwater  ports  would  be  taken  in  full  consultation  with  State 
Governors  and  State  land-use  planning  agencies. 

It  is  not  the  intention  of  our  legislation  to  override  the  voices 
at  the  State  level  in  terms  of  land  planning,  as  to  where  the  onshore 
facilities  might  be  located  in  conjunction  with  the  offshore  facilities. 

Mr.  Murphy.  But  what  about  the  public  works  aspect  and  the 
jurisdiction  that  that  committee  has  over  piping  to  the  shoreline? 

Mr.  Carter.  At  the  risk  of  not  being  sure  I  fully  understand  your 
question,  let  me  say  that  under  our  bill  there  is  a  requirement  that 
all  of  the  existing  federal  agencies  exercise  their  responsibility  with 
regard  to  the  kind  of  approvals  required  for  these  facilities. 

It  is  incumbent  upon  the  Secretary  of  Interior  to  inform  them  of 
any  proposal  and  to  get  their  appproval  of  any  license  for  a  facility 
granted.  There  is  a  mechanism  through  which  all  of  the  agencies 
with  responsibility  can  exercise  that  responsibility. 

Mr.  Murphy.  I  think  you  should  contact  Congressman  Howard 
who  is  chairman  of  the  subcommittee  with  this  responsibility  and 
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get  his  feelings  on  it,  particularly  in  light  of  your  statement  that 
the  port  or  ports  will  allow  more  time  to  clean  up  water  spills 
that  do  occur. 

It  is  an  acknowledgement,  and  I  certainly  appreciate  your  frank- 
ness that  you  are  not  solving  the  problem  of  spills,  and  we  have  a 
long  way  to  go  to  solve  this  problem  of  spills. 

That  is  one  of  the  key  requirements  of  offshore  loading  bulk 
cargoes.  Spills  will  occur  and  they  do  occur  and  occur  almost  on  a 
daily  basis  in  areas  where  these  deepwater  ports  are  located. 

Thank  you,  Madam  Chairman. 

The  Chairman.  Mr.  Snyder? 

Mr.  Snyder.  Thank  you.  Madam  Chairman. 

Continuing  along  Mr.  Murphy's  line,  I  think  he  has  reference  to 
H.E.  2020  which  Congressman  Howard  has  introduced,  which  gives 
the  States  the  right  of  veto  over  any  such  facility  as  is  anticipated 
regardless  of  how  far  it  might  be  out  from  their  shore. 

In  this  connection,  do  you  have  any  information  or  studies  that 
might  show  where  the  need  for  these  ports  is  going  to  be. 
_  Mr.  HoRTON.  Mr.  Snyder,  I  think  there  will  be  substantial  discus- 
sion of  that  in  our  environmental  impact  statement,  the  draft  state- 
ment which  we  expect  to  publish  and  distribute  within  the  next  2 
weeks,  but  certainly  the  two  main  areas  that  would  be  under  close 
examination  would  be  the  east  coast  and  gulf  coast. 

Mr.  Snyder.  As  I  can  determine  from  our  members'  sentiment,  it 
seems  that  in  the  gulf  coast  they  are  rather  eager  for  these  and  on 
the  east  coast  there  seems  to  be  considerable  opposition. 

As  a  matter  of  fact,  I  was  discussing  this  just  yesterday  with  an 
east  coast  member,  and  I  might  say  it  was  not  Congressman  Howard 
since  his  name  was  brought  up,  but  it  was  indicated  that  such  a 
facility  off  the  shore  of  New  Jersey  would  require  100  miles  of 
pipeline,  70  out  and  30  up  to  the  refinery. 

Is  there  any  substance  to  that  statement? 

Mr.  Horton.  I  think  at  this  time  we  do  not  envision  them  as 
being  as  far  offshore,  as  70  miles. 

We  do  not  have  any  facts  naturally  at  this  time  to  disprove  that, 
but  this  obviously  will  come  up  when  a  specific  site  is  proposed,  an 
environmental  impact  statement  would  be  required  and  indeed,  to 
answer  Mr.  Murphy's  question  further,  that  by  law  the  originating 
Federal  agency  is  required  to  distribute  it  not  only  to  the  public  but 
to  other  Federal  and  State  agencies. 

In  addition  to  what  we  call  the  programmatic  102  statement,  there 
would  be  specific  environmental  statements  required  for  any  spe- 
cific proposal. 

Mr.  Carter.  Let  me  add  a  couple  of  points.  Congressman  Snyder. 
One  is  that  under  the  arrangement  we  envision  we  could  not,  nor 
could  industry  shove  that  facility  into  an  area  where  it  was  not 
consistent  with  and  desired  by  the  State's  land  use  planning  agency. 

Now,  the  alternative  to  100  miles  of  pipeline  to  bring  in  large  vol- 
umes of  crude  to  refineries  to  meet  that  market  will  be  either  bring- 
ing crude  or  product  in  small  vessels  into  the  onshore  port  facilities 
with  the  increased  risk  of  collision  and  grounding  or  to  bring  crude 
to  the  refinery  by  pipeline  from  where  the  offshore  facility  might  be 
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welcome  and  there  you  are  dealing  with  800  or  900  miles  of  pipeline, 
not  just  100. 

Mr.  Snyder.  When  you  say  the  State  has  effective  veto  by  virtue  of 
land  use,  you  are  talking  about  basically  zoning  laws  and  things 
of  this  nature? 

Mr.  Carter.  It  depends  on  the  State  statute,  but  the  State  will 
certainly  have  control  over  the  location  and  whether  or  not  the 
onshore  facilities  are  going  to  be  built.  They  have  authority  over 
the  pipeline  within  the  3  miles  of  the  territorial  sea. 

Mr.  Snyder.  Well,  would  the  offshore  facilities  be  different  with 
the  deepwater  ports  several  miles  out,  as  opposed  to  being  asso- 
ciated with  close  in  ports,  as  they  now  have? 

Mr.  Carter.  Probably  not,  but  I  just  do  not  know  the  answer  to 
that. 

Mr.  Snyder.  So  if  you  have  a  refinery  now  present  and  the  State 
did  not  have  a  veto  right,  I  am  not  advocating  that  they  should 
have,  are  you  suggesting  to  put  the  deepwater  port  out  there,  that 
the  same  refinery  is  going  to  use  it? 

Mr.  Carter.  I  would  expect  the  State  to  have  that  view  because 
the  alternative  of  bringing  in  increasing  volumes  of  crude  in  small 
ships  compared  to  the  risks  that  are  involved  in  an  offshore  facility, 
would  certainly  point  in  that  direction. 

Mr.  Snyder.  If,  in  fact,  the  east  coast  was  successful  in  prohibit- 
ing deepwater  ports  off  the  shores  and  they  were  required  to  go  to 
the  gulf,  what  would  be  the  capacity  of  the  industry  to  get  the  prod- 
uct to  the  east  coast  to  satisfy  their  needs  from  the  gulf  or  wherever 
it  might  be? 

Mr.  HoRTON.  I  think.  Congressman,  the  first  alternative  would  be 
simply  a  greater  increase  in  the  density  of,  let  us  say,  30,000  DWT 
tankers.  If  you  preclude  through  a  State  veto  authority,  a  deep- 
water  port  from  coming  into  existence,  then  the  increased  demand 
for  petroleum  would  be  supplied  through  small  tankers. 

Mr.  Snyder.  Would  these  tankers  bring  it  from  abroad  or  would 
they  bring  it  from  a  distribution  point,  like  the  Bahama  Islands, 
or  some  such  as  that? 

Mr.  Carter.  It  obviously  could  be  either  and  those  are  decisions 
that  the  industry  is  going  to  have  to  make  whether  they  are  going 
to  pipeline  crude  or  product  from  the  gulf,  or  whether  they  are 
going  to  transship  crude  or  product  from  the  gulf,  or  from  the 
Bahamas,  or  from  Puerto  Rico,  or  Nova  Scotia. 

Those  are  the  kinds  of  decisions  that  the  industry  is  going  to  have 
to  make  in  the  relatively  near  future  in  order  to  plan  ahead  for 
supplying  the  demand  in  the  east  coast  market. 

Mr.  Snyder.  In  any  event,  it  would  be  a  substantial  increase  in 
cost  for  the  consumer. 

Mr.  HoRTON.  Yes,  sir. 

Mr.  Snyder.  Any  question  about  that? 

Mr.  HoRTON.  No,  sir. 

INIr.  Snyder.  We  are  talking  about  deepwater  ports  for  the  pur- 
pose of  bringing  in  oil. 

What  is  the  status  of  such  facilities  at  the  producing  end  of  the 
line? 

Can  they  handle  these  gigantic  tankers  and  fill  them  up? 
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Mr.  Carter.  There  are  about,  I  understand,  over  100  of  what  you 
would  refer  to  as  these  deepwater  port  facilities  now  around  the 
world.  Some  of  them  are  in  fairly  close  to  shore.  Some  of  them  are 
out  quite  a  ways.  Some  of  them  are  used  for  loading  purposes.  Some 
of  them  are  used  for  off  loading  purposes.  The  technology  is  there, 
as  I  understand  the  problem,  to  use  these  kind  of  facilities  at  either 
end  of  the  loading  for  off  loading  processes. 

Mr.  Snyder.  You  know,  and  I  do  not  mean  this  in  a  derogatory 
sense  and  I  hope  you  do  not  misunderstand  me  but  if  there  are  100 
of  these  around  the  world,  I  am  surprised  you  cannot  give  a  more 
definitive  answer  to  Congressman  Murphy's  question  about  what 
they  actually  involve.  I  am  wondering  if  this  might  not  be  some  re- 
flection of  the  knowledge  of  the  Department  of  Interior  as  opposed 
to  some  other  Government  department  in  the  area  of  deepwater  ports, 
and  sea  navigation  and  construction  of  vessels,  and  many  other  things 
that  concern  this  committee  and  the  Congress.  I  wonder  who  ought 
to  have  jurisdiction  in  the  matter. 

I  do  not  say  this  in  any  sense  as  being  derogatory  of  the  witnesses, 
certainly,  because  I  am  sure  that  you  have  maximum  amount  of 
experience  and  expertise  in  those  matters  that  you  handle  daily 
within  your  department,  but  Interior  does  not  normally  handle 
these  matters,  and  I  wonder  if  that  might  not  be  a  reflection  on  the 
response  we  are  getting. 

Mr.  HoRTON.  Mr.  Congressman,  if  I  could  respond  to  that,  we  ap- 
preciate your  comment.  We  are  in  no  sense  appearing  here  today 
as  experts  on  the  technology  or  engineering  of  the  ports. 

Mr.  Snyder.  Do  we  not  need  that? 

Mr.  HoRTON.  I  will  point  out  an  analogous  situation  that  is  in  the 
construction  of  OCS  platforms  for  OCS  drilling  and  development. 

We  do  not  design  the  derrick.  We  require  stringent  safety  regula- 
tions and  environmental  stipulations. 

We  are  not  trying  to  create  a  Government  bureaucracy  that  would 
create  an  agency  to  do  this.  We  are  concerned  with  the  environment 
and  consumer  economics,  but  not  concerned  apart  from  environmental 
safety  interest  as  to  how  private  interest  would  design  and  construct 
these  facilities. 

Mr.  Snyder.  If  you  are  concerned  with  environment,  then  you  have 
to  be  concerned  with  what  kind  of  a  structure  is  stuck  out  there  in 
the  water  if,  in  fact,  it  is  a  structure.  I  am  not  faulting  you  but  I 
share  some  of  the  concern  of  other  members  as  to  who  ought  to  look 
after  this  thing — who  ought  to  have  jurisdiction. 

My  preliminary  judgment  is  that  I  am  in  favor  of  deepwater  ports 
and  my  preliminary  judgment  is  that  they  ought  to  be  wherever  the 
need  requires.  I  think  the  energy  crisis  is  a  national  problem,  and 
you  should  put  them  on  the  east  coast  or  the  Gulf  or  wherever  they 
need  them. 

Probably,  as  you  infer,  the  technology  is  available  and  the  exper- 
tise is  in  some  oil  company.  I  suspect  it  is  all  there  and  we  need 
to  move  forward  with  the  issue.  I  also  think  perhaps  there  might 
be  some  error  of  judgment  in  the  administration's  bill  as  to  what 
department  ought  to  handle  deepwater  ports  and  that  is  why  I  bring 
this  point  up. 
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Again,  if  I  have  sounded  critical,  I  do  not  mean  it  to  be  that 
way.  It  is  a  matter  of  wording. 

Mr.  Carter.  Let  me  add,  Congressman  Snyder,  in  answering  Con- 
gressman Murphy,  we  were  primarily  interested  in  getting  across 
the  point  that  we  were  not  going  to  get  into  the  business  of  pre- 
scribing as  an  initial  proposition  the  type  of  facility  that  was  going 
to  be  constructed,  and  as  Secretary  Horton  has  pointed  out  and  as 
we  lived  through  in  reviewing  designs  of  the  trans- Alaska  pipeline, 
we  have  to  respond  to  proposals  on  highly  technical  problems  in  a 
critical  way. 

I  would,  for  the  committee's  purpose,  look  into  a  broad  range  of 
questioning  of  the  design  of  these  facilities,  some  of  these  issues  in- 
volved, and  I  would  like  to  leave  with  the  committee  a  very  excellent 
book  that  a  couple  of  members  of  the  Coast  Guard  have  prepared  on 
the  whole  question  of  the  design  and  operation  and  some  of  the 
considerations  affecting  these  facilities  and  assure  you  that  the  Ad- 
ministration has  looked  at  the  matter  with  all  of  the  agencies  that 
are  participating  in  this  question. 

Mr.  Snyder.  Well,  I  am  sure  my  time  is  up  and  the  chairman  has 
been  more  than  courteous,  and  I  will  not  prolong  it,  but  I  think 
some  agency  of  Government  better  be  looking  at  what  kind  of  fa- 
cility goes  out  there.  You  say  you  are  not  going  to  concern  your- 
selves with  it,  but  I  think  Government  better  concern  itself  with  it. 
"\^nien  one  of  these  spills  occur  they  come  up  here  looking  for  money 
to  help  clean  it  up,  we  have  to  be  concerned  with  what  has  trans- 
pired out  there,  be  it  from  a  tanker  or  whatever. 

We  have  passed  legislation  under  which  I  believe  they  can  be 
penalized  up  to  $14  million  and  they  have  to  carry  some  insurance. 

That  was  the  bill  that  came  out  of  the  Public  Works  Committee 
last  year.  But  the  taxpayer  gets  hung  with  picking  up  much  of  the 
spill  costs.  Congress  has  permitted  these  tabs  to  be  up.  We  ought  to  be 
having  something  to  say  about  what  kind  of  structure  is  being  built 
out  there. 

I  think  we  need  them  and  ought  to  have  them,  but  the  question 
is  whether  the  Government  departments  have  the  expertise.  Interior 
hasn't  demonstrated  it  here  today. 

The  Chairman.  I  certainly  agree  with  you.  That  is  why  we  started 
this  series  of  hearings  because  we  think  the  way  of  transporting 
the  oil  has  a  great  deal  to  do  with  this  committee  as  well  as  the 
ports  themselves.  In  speaking  of  the  tankers  to  be  unloaded  at  these 
offshore  ports,  I  do  not  know  if  you  have  been  speaking  of  just  the 
tankers  under  the  U.S.  flag,  or  foreign  tankers,  and  because  of  inter- 
national law  I  just  wonder  what  kinds  of  control  we  would  have 
over  these  tankers  if  they  are  foreign,  and  this  is  something  I  think 
can  lead  you  to  thinking.  I  do  not  know  whether  you  were  speaking 
of  U.S.  flag  or  foreign  tankers. 

Mr.  Carter.  Under  the  bill,  the  1972  Port  and  Waterways  Act  is 
extended  in  its  application  to  these  facilities  and  under  our  bill  any 
tanker  that  uses  the  facility  will  consent  to  the  application  of  what- 
ever standards  we  impose  on  tankers  in  our  ports  and  under  inter- 
national law  we  have  the  authority  to  establish  whatever  require- 
ments we  desire  on  tankers  using  U.S.  ports. 
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The  Chairman.  And  we  have  a  way  of  implementing  that  so  that 
if  they  will  not  comply  they  cannot  unload. 

Mr.  Carter.  They  cannot  off  load. 

Mr.  HoRTON.  The  section  Mr.  Carter  refers  to  is  section  111  of  our 
proposed  legislation,  if  counsel  would  like  to  take  note  to  check. 

The  Chairman.  Mr.  Metcalfe? 

Mr.  Metcalf.  No  questions. 

The  Chairman.  Mr.  Breaux? 

Mr.  Breaux.  Thank  you,  Madam  Chairman. 

Thank  you,  Mr.  Horton,  for  your  statement. 

Congressman  Treen  and  I  both  represent  the  coastal  area  of 
Louisiana  which  is  one  of  the  States  interested  in  obtaining  a  deep- 
water  port  off  our  coast. 

What  role,  if  any,  other  than  from  a  consultation  standpoint,  do 
the  States  have  in  the  licensing  of  deepwater  ports? 

Specifically,  has  the  Department  given  consideration  to  any  possi- 
bility that  the  State  itself  could  apply  for  a  license  permit? 

Mr.  HoRTON.  With  respect  to  the  first  part  of  your  question,  I 
would  say  that  we  judge  the  role  of  the  State  with  respect  to  deep- 
water  ports  to  be  fundamental  rather  than  peripheral,  not  only  as  a 
matter  of  law  under  NEPA,  but  indeed,  as  a  matter  of  proceeding, 
under  our  legislation,  if  enacted,  and  they  would  be  consulted  and 
they  would  be  central  to  the  decision  that  would  be  made  yes  or  no, 
as  to  whether  there  would  be  a  deepwater  facility. 

I  do  not  believe  our  legislation  addresses  the  possibility  of  the 
State  requirement. 

Mr.  Carter.  Under  the  bill  a  State  or  a  subdivision  of  a  State 
can  obtain  a  license. 

Mr.  Breaux  I  recognize  that  in  the  bill. 

Now,  would  you  consider  allowing  a  State  the  right  to  sublet 
their  license  to  a  private  industry? 

Mr.  Carter.  I  do  not  think  there  is  anything  in  the  bill  that  would 
preclude  that.  I  am  confident  that  the  regulations  implementing  the 
bill  would  assure  some  kind  of  financial  responsibility. 

One  of  the  requirements  of  the  bill  is  that  the  Secretary  determine 
that  an  applicant  is  able  to  perform  his  license  and  I  am  sure  we 
would  have  a  transfer  provision  in  there  to  assure  that  not  just 
anyone  could  become  a  transferee  and  not  meet  the  requirements. 

Mr.  Breaux.  Does  the  Department  envision  a  single  licensing  au- 
thority and  a  single  agency  regulating  and  controlling  deepwater 
ports,  or  does  it  envision  other  agencies  being  brought  into  the 
process  ? 

Mr.  Carter.  It  envisions  both  in  the  process  of  determining  to 
grant  a  license,  that  all  the  other  agencies  be  brought  in,  and,  in 
fact,  that  all  of  them  perform  their  existing  statutory  duty. 

It  also  extends  out  to  these  facilities  the  existing  legal  structure 
that  would  apply  in  a  U.S.  port  so  that,  for  instance,  the  Coast 
Guard  and  Corps  of  Engineers,  other  agencies  that  have  very  sig- 
nificant functions  in  our  ports,  are  also  going  to  have  those  same 
functions  out  to  these  ports. 

Mr.  Breaux.  Does  the  Department's  proposal  envision  the  lines 
running  from  the  onshore  facilities  to  the  deepwater  port  being  part 
of  the  deepwater  port  or  a  part  of  the  onshore  facilities  ? 
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Did  you  consider  determining  who  regulates  the  pipeline  between 
the  shore  and  the  deep  water  facilities? 

Mr.  Carter.  Our  proposal  envisions  the  pipeline  being  separate 
from  the  deepwater  port  facility  and  being  licensed  under  the  Sec- 
retary's authority  as  in  the  Outer  Continental  Shelf  Lands  Act,  so 
that  a  pipeline  permit  would  be  issued  in  the  same  way  as  a  pipe- 
line, for  instance,  now  from  a  drilling  platform  on  the  OCS. 

Mr.  Breaux.  I  know  a  lot  of  people  are  concerned  from  the  con- 
sumer standpoint.  Would  this  affect  the  price  of  fuel  and  oil  ? 

Could  you  give  us  the  cost  of  a  ton  of  crude  oil  being  imported 
on  a  50,000  deadweight  ton  tanker  in  comparison  to  what  that  same 
ton  of  crude  oil  would  cost,  say,  shipped  on  a  500,000  deadweight 
tanker  ? 

Mr.  Carter.  Yes,  sir,  I  can  give  you  a  rough  figure  on  that  that  I 
have  from  this  book  that  I  intend  to  leave  with  the  committee. 

This,  these  two  young  officers  in  the  Coast  Guard  prepared  after 
a  great  deal  of  study. 

I  do  not  find  the  precise  page,  but  it  is  roughly  $13  a  ton  now  for 
the  50,000  deadweight  ton  tanker,  and  under  a  500,000  deadweight 
ton  tanker,  the  figure  would  be  about  $5  a  ton  so  that  you  have  a 
savings  between  $13  and  $5,  whatever  kind  of  percentage  that  is. 

Mr.  Breaux.  One  other  question.  Madam  Chairman. 

I  think  in  the  testimony  it  was  pointed  out  that  this  really  was 
not  the  first  time  a  deepwater  port  has  ever  been  considered,  that 
there  are  some  100  or  more  deepwater  ports  around  the  world  and  I 
am  sure  the  Department  is  getting  into  the  question  of  the  possi- 
bility of  spills  on  these  other  deepwater  ports  around  the  world. 

Do  you  have  any  information  as  to  the  safety? 

Mr.  Carter.  We  have  reports  from  the  owners  and  operators  of 
these  facilities  that  their  record  is  extremely  good  and  all  of  the 
information  that  we  have  supports  that. 

We  are  confident  thnt  run  under  the  right  set  of  regulations,  the 
operations  of  these  facilities  is  going  to  be  very  safe. 

Mr.  Breaux.  Thank  you. 

Thank  you.  Madam  Chairman. 

The  Chairman.  Mr.  Forsythe? 

Mr.  FoRSTTHE.  Thank  you,  Madam  Chairman. 

Secretary  Horton,  I  think  it  would  be  helpful  if  the  record  of  this 
hearing  included  data  concerninq;  the  prospects  for  expanding  crude 
production  in  the  continental  United  States. 

What  is  the  potential  of  the  Alaskan  oil  considering  not  only  the 
potential  of  one  pipeline,  but  the  total  resources  available? 

In  a  recent  article  I  read  there  was  substantially  more  than  I  be- 
lieved was  possible. 

In  the  area  of  alternate  ener<ry  sources,  what  is  the  time  frame 
of  that  potential  in  relation  to  the  need  for  imported  crude  oil  ? 

I  would  like  to  get  in  bnlance  what  are  these  needs  and  make  it  a 
part  of  this  hearing  record. 

I  would  appreciate  your  response  to  that. 

[The  following  was  supplied  in  response  to  the  above:] 

Outlook   on   U.S.   Energy   Resources   and   Needs 

The  prosppcts  for  expandins:  crudp  oil  production  in  the  continental  United 
States  are  in  our  opinion  very   good  given  the  proper  incentives.   The  U.S. 
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Geological  Survey  estimates  that  our  undiscovered  oil  resources  which  could 
be  recovered  with  existing  technology  are  approximately  450  billion  barrels 
or  about  five  times  our  current  proved  reserves.  The  President  in  his  April 
18,  1973  Message  on  Energy  stated  that  our  supply  of  oil  and  other  conven- 
tional fuels,  if  properly  managed  and  conserved  could  last  until  our  tech- 
nology frees  us  from  dependence  on  fossil  fuels.  Much  of  this  supply  is  under 
our  outer  continental  shelf  and  its  development  must  be  accompanied  by  the 
strictest  environmental  safeguards. 

We  hope  to  be  receiving  at  least  2  million  barrels  of  oil  a  day  from  the 
North  Slope  of  Alaska  by  the  early  1980's.  We  estimate  the  proven  reserves 
to  be  in  excess  of  10  billion  barrels  and  we  expect  that  once  a  delivery  system 
is  developed  further  exploration  will  reveal  substantial  additional  reserves, 
sufiicient  in  fact  to  justify  a  second  pipeline  through  Canada  to  the  United 
States  Midwest. 

The  time  required  to  develop  the  alternative  sources  of  energy  to  fossil 
fuels  is  difficult  to  predict  with  confidence.  Nuclear  energy  is  presently  sup- 
plying less  than  3%  of  our  total  energy  needs.  By  the  year  2000  it  is  expected 
to  supply  one  quarter.  Geothermal  steam,  solar  energy  and  other  non-fossil 
fuel  sources  of  energy  are  less  far  advanced  technologically  and  estimates  as 
to  their  contribution  are  uncertain. 

Mr.  FoRSTTHE.  One  other  question,  Madam  Chairman. 

At  what  point  would  you  contemplate  the  filing  of  an  environ- 
mental impact  statement  in  your  licensing  process? 

Mr.  HoRTON.  I  would  speak  offhand  very  directly  to  say  that  I 
believe  certainly  it  would  be  required  well  in  advance  of  the  grant- 
ing of  a  license. 

Indeed,  it  would  be  a  necessary  part  of  the  prior  examination  of 
a  proposal.  It  would  be  part  of  the  examination  of  the  proposal. 
In  fact,  it  would  be  the  very  heart.  It  would  be  the  document,  the 
instrument  on  which  a  decision  would  be  made. 

Mr.  FoRSYTHE.  Almost  the  first-step  consideration? 

Mr.  HoRTON.  That  would  be  correct. 

Of  course,  the  person,  the  citizen  filing  the  proposal,  filing  the  re- 
quest for  a  license,  would  have  to  identify  the  areas  of  the  specific 
location  so  that  would  be  the  first  step. 

The  second  step  would  be  the  preparation  of  the  draft  102  state- 
ment. 

With  respect  to  your  first  question,  while  we  could  comment  here, 
Congressman  Young  from  Alaska  is  here  and  in  the  interest  of  time 
if  we  could  provide  answers  to  those  questions,  they  would  be  more 
substantial  for  the  record. 

Mr.  FoRSTTHE.  Thank  you. 

The  Chairman.  Mr.  Studds? 

Mr.  Studds.  Thank  you.  Madam  Chairman. 

Mr.  Horton,  you  have  spoken  again  and  again  this  morning  about 
the  state  of  the  art.  You  have  assured  us  of  its  safety  and  yet,  in 
response  to  questions  from  Mr.  Murphy  and  Mr.  Snyder,  you  really 
have  not  had  much  in  the  way  of  specific  information. 

I  understand  there  are  100  or  so  of  these  ports  around  the  world. 
"\Yliere?  What  are  they?  Are  they  floating  structures?  Can  you  pro- 
vide this  committee  with  some  precise  information  as  to  what  does 
exist  at  this  point  in  the  world,  what  their  safety  record  has  been, 
how  long  it  has  taken  to  construct  them  ? 

Mr.  HoRTON.  A  good  deal  of  that  information  will  be  contained 
in  the  report  that  Mr.  Carter  referred  to,  which  will  be  in  your 
hands,  but  to  the  extent  that  we  feel  that  this  information  does  not 
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fully  answer  your  question,  we  will  amplify  that  specifically  with 
respect  to  safety. 

I  am  not  sure  whether  the  safety  specifics  are  in  there. 

[The  following  information  was  supplied  for  the  record:] 

Oil  Spills  at  Milfobd  Haven  Harbor 

There  are  no  separate  published  data  available  on  safety  record  vis  a  vis 
oil  spills  just  for  monobuoy  systems.  We  are  contacting  various  sources  in 
an  attempt  to  develop  such  statistics.  However,  included  for  your  information 
are  some  data  on  oil  spills  in  Milford  Haven  Harbor.  Although  this  is  a 
harbor  and  monobuoys  are  not  used  these  data  do  indicate  although  the 
volume  of  oil  imported  since  1963  has  more  than  tripled,  the  volume  of  oil 
spilled  has  increased  only  slightly  in  absolute  terms  and  declined  substantial 
in  relation  to  tons  of  oil  handled. 

STATISTIC  ON  SPILLS  AT  MILFORD  HAVEN,  WALES,  UNITED  KINGDOM 

(Milford  Haven  Spill  Statistics) 

[Includes  all  industry  operations,  including  ballasting  and  bunkering] 

1963- 
1963    1964    1965    1966   1967 »    1968    1969    1970    1971     71' 

Total  spill-Tons...  10  9  36  30  17  14  16  15        2 161  308 

Total  oil  tonnage 

X10» 13  18  25  29  28  30  40  41  43  267 

Total  ships 

involved 1,236       1,392       1,985       2,378       2,680       2,669       3,226       3,400       3,490     22,456 

Percent  oil 

spilled. _ 0.00008    0.00005    0.00014    0.00011    0.00006    0.00005    0.00004    0.00004    0.00037    0.00005 

Number  of  spills 

per  million  tons..         2.1  1.9  3.3  2.5  1.8  1.7  1.4  1.3  1.1  1.8 

Number  of  spills 

per  100  ships....         2.3  2.4  4.2  3.0  1.9  1.9  1.8  1.6  1.4  2.1 

Tons  spilled  per 

million  tons 0.7  0.5  1.4  1.1  0.6  0.4  0.4  0.4  3.7  1.1 

Tons  spilled  per 

100  ships 0.8  0.6  1.8  1.3  0.6  0.5  0.5  0.4  4.6  1.4 

'  Excludes  spill  from  "Chrissi  P  Goulandris"  which  entered  the  Haven  holed  after  damage  at  sea. 
2  Includes  150  tons  from  a  single  incident  involving  a  product  carrier  v^hich  ran  aground  in  the  Haven 

STATISTIC  ON  SPILLS  AT  MILFORD  HAVEN,  WALES,  UNITED  KINGDOM 
(Milford  Haven  statistics,  number  of  spills) 

1963       1964       1965       1966       1967       1968       1969       1970         1971 

Tankers  in  passage  and  at  moorings...  5 2  12  3            3  2 

Tankers: 

Loading 1            8  11  17  10            9          11           15  16 

Discharging 5            3  9  13  17          10          22          13  8 

Ballasting 12  6  3            3            4 4  6 

Deballasting 2            3  3 1  4            3  1 

Tankers,  bunkering 13  13  84998  4 

Jetties 8            8  24  15  5          12            6            6  11 

Tankers,  miscellaneous 57  17  14  9633  1 

Total 28  34  83  72  50  52  58  55  49 


Mr.  Carter.  Let  me  add  to  that,  if  I  may.  I  think  we  have  done 
a  bad  job  in  answering  Mr.  Snyder  and  Mr.  Murphy  by  leaving  the 
impression  that  we  do  not  know  what  we  are  talking  about,  and 
that  is  not  true. 

We  have  not  gone  into  the  details  of  how  these  ports  are  operated. 
We  spent  many,  many  hours  in  interagency  committees  and  you 
will  see  that  reflected  in  the  draft  102  statement  that  we  are  pre- 
paring. 
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I  can  talk  about  it  now.  I  am  not  an  engineer.  I  can  talk  about 
now  the  kind  of  facilities  that  do  exist.  They  are  described  in  this 
book.  They  are  described  in  our  102  statement  and  we  will,  in  order 
to  assure  ourselves  under  the  licensing  procedure  that  these  facilities 
will  meet  the  environmental  requirements,  assure  their  technical  op- 
eration either  by  our  own  expertise  or  in  consultation  with  Coast 
Guard  or  the  Corps  of  Engineers,  who  have  the  expertise  to  make 
sure  they  are  safe. 

But  this  report  describes  the  facilities.  Our  102  statement  describes 
the  facility  very  comprehensively. 

Mr.  Studds.  I  am  sure  for  all  those  hours  you  spent  in  interagency 
committees,  you  have  the  sympathy  of  all  of  us. 

You  mentioned,  Mr.  Horton,  that  it  was  not  your  intention  to 
override  State  voices  and  officials.  Do  you  plan  to  proceed  in  this 
respect,  in  this  manner,  with  regard  to  granting  permits  for  explora- 
tion and  offshore  drilling? 

Mr.  HoRTON.  I  think  that  is  a  very  good  question. 

I  am  not  an  expert  on  the  procedures  of  how  OCS  drilling  permits 
are  granted. 

Mr.  Studds.  Is  there  anybody  in  your  Department  who  is  or  is  it 
going  to  happen  with  or  without  regard  and  respect  to  the  feelings 
of  local  people? 

Mr.  HoRTON.  Well,  looking  toward  the  past.  The  Secretary  has 
indicated  that  as  far  as  the  Atlantic  coast  is  concerned,  as  far  as 
the  Gulf  of  Alaska  is  concerned,  there  will  be  full  consultation  with 
the  State  Governors,  the  environmentalists. 

Mr.  Studds.  Does  that  mean  you  will  inform  them  of  what  you 
are  going  to  do  or  give  them  a  voice? 

Mr.  HoRTON.  We  will  give  them  a  voice. 

Mr.  Studds.  Will  that  voice  be  given  an  opportunity  to  comment  ? 

It  is  our  understanding  in  New  England  that  the  Department  of 
Interior  intends  to  proceed  without  having  the  feelings  of  the  people. 

Mr.  HoRTON.  That  is  incorrect. 

Mr.  Studds.  Let  me  switch  for  a  second  to  a  question  of  police 
power  and  questions  of  international  law  that  may  be  raised. 

You  mentioned  earlier,  I  believe,  you  used  the  phrase,  this  will 
be  a  "U.S.  port."  It  is,  after  all,  on  the  high  seas,  and  presumably, 
most  of  it  would  be  in  international  waters.  Does  this  whole  thing 
not  raise  questions  that  presumably  will  be  dealt  with  in  the  Law 
of  the  Sea  Conference  in  terms  of  the  jurisdiction  at  sea? 

What  makes  this  a  U.S.  port  if  it  is  beyond  our  territorial  waters? 

Mr.  Carter.  That  is  a  difficult  question  and  we  have  addressed  it 
by  the  principle  that  we  can  regulate  the  reasonable  uses  of  the  high 
seas  by  our  citizens  wherever  they  occur  and  because  these  kinds 
of  facilities  have  a  great  utility,  because  there  is  an  experience  of 
their  use  around  the  world,  we  have  concluded  that  these  are  reason- 
able uses  of  the  high  seas  and  we  are  regulating  them  as  such. 

Mr.  Studds.  For  our  citizens  ? 

Mr.  Carter.  For  our  citizens. 
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Mr,  Studds.  What  about  the  chairman's  question  about  foreign- 
flag  vessels? 

Mr.  Carter.  When  a  foreign  citizen  uses  a  facility  it  is  consenting 
to  the  regulations  that  are  controlling  the  use  of  that  facility. 

Mr.  Studds.  Are  these  kinds  of  questions  among  those  to  be  ad- 
dressed by  the  Law  of  the  Sea  Conference  ? 

Mr.  Carter.  Yes,  sir.  They  are  in  the  Law  of  the  Sea  Conference. 
The  question  of  deepwater  ports  has  been  raised.  Whether  or  not 
it  will  be  a  formal  item  on  the  agenda  and  in  the  treaty,  I  do  not 
think  that  Conference  has  now  concluded. 

Our  bill  would  call  upon  the  Secretary  of  State  to  enter  inter- 
national negotiations  to  come  up  with  international  standards  for 
these  kind  of  facilities. 

Mr.  Studds.  I  see  Mr.  Moore  smiling. 

One  more  question  if  I  may,  if  I  have  time,  and  two,  if  I  can 
sneak  it  in. 

Do  you  have  any  information  on  the  impact  these  kinds  of  fa- 
cilities have  on  the  fisheries? 

Mr.  Carter.  I  do  not  recall  any  from  these  kinds  of  facilities,  as 
such. 

We  do  have  a  good  bit  of  information  on  what  offshore  drilling 
platforms,  what  effects  they  have  on  fisheries  and  I  think  the  simple 
answer  is  that  in  the  Gulf  area  where  our  offshore  facilities  have 
proliferated  for  the  last  20  years,  the  actual  return  on  fisheries  in 
that  area  has  been  increasing. 

Mr.  Studds.  I  understand  the  oil  companies  tell  us  the  best  thing 
we  can  do  for  our  fisheries  is  to  drill  for  more  oil. 

What  I  would  like  to  know  is,  from  some  source  other  than  them, 
do  we  have  any  hard  information  in  studies  on  what  the  impact  of 
deepwater  ports  would  be  in  the  fishing  area  in  which  presumably 
they  would  be  located? 

Mr.  Breaux.  If  the  gentleman  would  yield  on  that  particular 
point;  I  could  stand  to  be  corrected  by  the  Secretary,  but  if  you 
analyze  the  effect  of  drilling  platforms  located  in  the  Gulf  of 
Mexico,  you  will  find  the  presence  of  platforms  is  not  hurting  the 
fishing  industry.  It  has  greatly  enhanced  catches  taken  off  the  gulf 
coast,  because  of  presence  of  the  rigs. 

Mr.  Studds.  Do  we  have  any  firm  information? 

I  think  it  is  terribly  important.  I  hope  it  would  be  obviously  im- 
portant that  we  have  that  kind  of  information  before  announcing 
in  greneral  terms  that  this  is  a  safe  and  desirable  thing  to  do. 

You  say  in  your  statement  that  you  recognize  these  deepwater 
ports  will  produce  onshore  developments,  but  most  of  us  in  the  com- 
mittee, I  am  sure,  would  like  to  have  an  elaboration  of  that  for  the 
record. 

The  Chairman.  If  you  can  answer  that  for  the  record,  I  would 
appreciate  it. 

Mr.  HoRTOx.  We  will  be  happy  to  do  so  . 

(The  answer  follows:) 
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The  specific  developments  that  would  relate  to  the  planned  Seadock  and 
Loop  facilities  are  in  the  hands  of  the  Committee.  We  are  unable  to  prophe- 
size  the  extent  and  cost  of  associated  economic  development  as  this  vpould 
depend  upon  market  forces  and  the  decisions  by  local  governments  to  permit 
or  control  certain  types  of  development.  However,  I  would  add  that  the  de- 
mands placed  by  our  fellow  citizens  are  such  that  production  facilities  will 
be  constructed  in  one  form  or  the  other  here  or  near  our  shores  to  meet  these 
needs.  As  the  number  of  people  increase  we  must  develop  new  means  to 
satisfy  their  material  needs  and  yet  maintain  a  healthy  atmosphere  in  which 
we  all  can  prosper. 

The  Chairman.  Mr.  du  Pont  ? 

Mr.  DU  Pont.  Thank  you,  Madam  Chairman. 

I  would  like  to  focus  specifically,  Mr.  Secretary,  on  the  feelings  of 
the  Interior  Department  in  regard  to  the  role  of  the  States. 

On  page  6  of  your  statement,  you  talk  about  the  Secretary  con- 
sulting the  Governors  and  any  structure  license  under  the  act  will 
be  consistent  with  the  State  land  use  planning  program. 

You  stated  in  response  to  other  questions  by  Mr.  INIurphy  and  Mr. 
Breaux,  that  you  have  no  intention  of  overriding  the  wishes  of  the 
States ;  that  the  role  of  the  States  is  fundamental  and  central  to  the 
decisionmaking  process. 

Now,  my  simple  question  is,  if  a  State  adopts  the  policy  that  it 
does  not  want  a  superport,  will  you  abide  by  that? 

Mr.  HoRTON.  Congressman,  I  will  refer  you  to  two  steps  in  my 
answer  to  section  103(e)  of  our  proposed  legislation  which  indicates 
that  the  Secretary  shall  consult  with  the  Governor  of  any  State  as 
to  the  facility  proposed  to  be  located  to  insure  that  the  operation  of 
the  facility  and  directly  related  land  based  activities  would  be  con- 
sistent with  the  State  land  use  program. 

If  the  State  has  a  controlling  voice  over  the  land  based  facility,  it 
would  be  quite  obviously  impossible  to  construct  an  offshore  facility 
that  was  inconsistent  with  that. 

Mr.  DU  Pont.  That  means  that  the  answer  to  my  question  is  that 
the  Federal  Government  will  yield  to  the  State's  policy? 

Mr.  HoRTON.  I  cannot  speak  legally  as  I  am  not  a  lawyer,  but  to 
the  extent  I  understand  your  question,  the  answer  is  yes. 

Mr.  DU  PoxT.  Let  me  restate  the  question  so  you  fully  understand 
it  and  the  answer  will  be  yes. 

You  talk  about  being  consistent  with  the  land  use  program. 

Delaware  has  a  land  use  program  which  says  we  do  not  want 
superports.  Consistent  with  that,  to  my  way  of  thinking,  there  is 
only  one  answer,  and  that  is  you  would  concur  with  the  statutory 
policy  of  the  State  of  Delaware. 

Mr.  HoRTON.  As  far  as  I  am  concerned,  the  answer  is  yes. 

I  have  a  lawyer  on  my  right  and  will  ask  him  to  elaborate  on  that. 

If  the  State  controls  the  location  of  the  onshore  facility,  and  they 
do  not  want  it,  it  would  be  futile  to  put  an  offshore  facility  to  which 
nothing  could  be  attached. 

Mr.  Carter.  I  think  that  is  the  right  answer,  and  the  reason  for 
not  wanting  to  incorporate  in  our  provision  a  provision  similar  to 
that,  some  of  the  other  bills  before  the  Congress,  that  draw  in  the 
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State  automatically,  and  there  may  be  situations  where,  on  the  basis 
of  a  lot  of  experience,  say,  in  the  Gulf  where  the  facilities  are 
presently  desired,  that  they  work  out  well,  and  if  you  build  in  a 
process  of  requiring;  the  State  to  go  through  some  kind  of  up  or  down 
procedure,  rather  than  allowing  the  State  to  have  a  practical  and 
very  effective  means  of  precluding  that  facility  if  it  does  not  want 
it,  you  may  be  creating  time  delays  and  difficulties  that  are  not 
necessary  and  without  changing  the  outcome  either  way. 

Mr.  Du  PoxT.  I  understand  that,  but  you  are  attempting  to  dis- 
tinguish between  a  State  like  that  and  a  State  which  already  has  a 
clear  policy? 

Mr.  Carter.  Yes,  sir. 

Mr.  DU  Pont.  All  right,  now,  turning  to  page  4  of  your  testimony, 
]\Ir.  Secretary,  you  talked  about  your  belief,  and  this  is  the  second 
whole  paragraph  on  that  page,  your  belief  that  the  facility  should  be 
located  not  in  areas  where  existing  channels  would  be  deepened  but 
out  to  sea  where  the  risk  of  collision  would  be  less. 

Mr.  HoRTON.  That  is  correct. 

Mr.  DU  Pont.  What  I  am  referring  to  here  is  the  Department  of 
Commerce  study  that  was  done  recommending  a  number  of  sites  on 
the  east  coast,  some  offshore,  some  quite  close  to  shore. 

It  is  the  Department  of  the  Interior's  conclusion  that  the  offshore 
sites  are  better  than  those  closer  to  the  coast? 

Mr.  HoRTON.  For  environmental  reasons  and  safety  reasons. 

Mr.  DU  Pont.  Thank  you. 

Now,  I  recognize  that  you  are  going  to  supply  for  the  record  your 
estimates  of  what  has  to  be  built  onshore  in  regard  to  facilities  to 
match  up  with  the  offshore  facilities. 

You  stated  earlier  that  you  thought  the  cost  of  constructing  the 
superport  was  in  the  range  of  $300  million.  Could  you  give  us  a 
ballpark  figure  as  to  what  you  think  the  shore  development  would 
be  ?  Are  they  roughly  equal  ? 

Can  we  foresee  $300  million  worth  of  onshore  facilities  or  half  as 
much  or  twice  as  much?  Recognizing  that  you  are  going  to  answer 
in  detail  for  the  record,  can  you  give  us  some  idea  of  the  size  now? 

Mr.  Carter.  I  think  it  depends  on  whether  you  are  going  to  hook 
up  to  an  existing  pipeline  and  refinery  system  or  whether  you  are 
going  to  build  a  new  one. 

If  you  are  just  going  to  hook  up  to  an  existing  system,  then  the 
onshore  installation  is  going  to  be  pretty  small  in  cost. 

But  if  you  have  to  build  a  new  refinery  system  I  believe  the  cost 
onshore  will  be  quite  a  lot  greater  than  the  cost  offshore. 

[The  following  information  was  supplied  in  addition  to  the 
above :] 

Estimated  Cost  of  Superport  Shore  and  Offshore  Facilities 

The  only  two  industry  activities  which  have  been  developed  to  a  point 
where  costs  estimates  are  available  are  the  Seadock  and  Loop  facilities. 

The  Seadock  facility  (off  Freeport  Texas)  will  cost  $310  million  to  build 
from  the  seaward  buoys   (25-3-  miles  offshore)   to  the  onshore  terminal.  The 
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terminal  is  expected  to  cost  $80  million  and  the  distribution  system  to  the 
refineries  including  pipeline  pumping  stations  and  breakout  storage  will  cost 
$155  million.  The  total  is  estimated  at  $545  million. 

The  Loop  (Louisiana  offshore  Oil  Port)  facility  is  estimated  to  cost  $460 
million.  $150  million  from  shoreline  to  buoy  and  $310  million  for  the  onshore 
terminal.  An  additional  $88  million  will  be  needed  to  connect  with  existing 
pipeline  distribution  system. 

Mr.  Du  Pont.  Is  it  not  true  considering  the  capacity  of  these  mas- 
sive tankers  and  the  capacity  of  an  offshore  terminal  that  wherever 
you  put  one,  you  are  going  to  build  new  refinery  capacity  because 
the  current  capacity  will  not  be  able  to  handle  the  volume? 

Mr.  Carter.  They  may  hook  into  an  existing  pipeline  system,  too, 
that  has  been  supplying  a  number  of  refineries  by  either  domestic 
production  that  is  producing,  or  by  bringing  in  crude  in  small 
vessels. 

In  other  words,  you  may  just  be  supplanting  your  method  of 
delivery  but  anytime  you  are  going  to  add  new  volumes,  yes,  you  are 
going  to  have  to  expand  the  refinery  capacity. 

Mr.  DU  Pont.  I  hope  we  are  not  building  superports  just  to  trans- 
fer delivery  capacity. 

In  other  words,  we  are  going  to  have  to  build  refineries  somewhere 
to  handle  this  oil  or  we  will  not  have  any  net  gain.  It  is  your 
opinion  if  you  have  to  build  refineries  the  onshore  cost  would  be  in 
excess  of  the  offshore  terminal? 
Mr.  Carter.  Yes,  sir. 
Mr.  DU  Pont.  Thank  you. 
The  Chairman.  Mr.  Lott? 
Mr.  LoTT.  Thank  you.  Madam  Chairman. 

Mr.  Secretary,  pursuing  some  of  Congressman  du  Pon't  ques- 
tions with  regard  to  the  question  of  location,  closing  on  further  out, 
would  you  consider  if  an  area  had  deepwater,  say,  within  12  miles 
of  the  coastline,  would  that  be  considered  a  safe  area  as  far  as  the 
possible  environmental  impact? 
Is  that  considered  far  enough  out? 

I  am  trying  to  get  what  you  mean  by  close  in  or  far  out. 
Mr.  HoRTON.  It  would  be  our  judgment  to  think  it  would  be  en- 
vironmentally safe  within  12  miles. 

With  Madam  Chairman's  permission,  I  intend  to  request  an  inser- 
tion that  would  present  a  graph  diagram  that  would  indicate  the 
distances  between  the  coastline  and  the  60-,  90-,  and  120-foot  contour 
lines  off  the  Atlantic  coast,  and  it  would  be  helpful  to  the  committee 
to  see  the  varying  distances  when  these  various  contour  lines  with 
respect  to  specific  topographic  points  like  New  York  Bay,  Delaware 
Bay,  Chesapeake  Bay,  and  I  will  submit  that  for  the  record. 
[The  charts  follow:] 
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FIGURE    2 
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DISTANCES  BETWEEN  COASTLINE  AND  60-  90-,  AND  120-FOOT  CONTOUR  LINES, 

NORTH  ATLANTIC  COAST 


Robert  R.  Nathan  Associates,  Inc. 
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FIGURE    3 


DISTANCES  BETWEEN  COASTLINE  AND  60-,  90-  AND  120-FOOT  CONTOUR  LINES, 
SOUTH  ATLANTIC  COAST 


Robert  R.  Nathan  Associates,  Inc. 
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FIGURE    4 
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FIGURE    6 


DISTANCES  BETWEEN  COASTLINE  AND  60-,  90-,  AND 
NORTH  PACIFIC  COAST 
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FIGURE    7 


DISTANCES  BETWEEN  COASTLINE  AND  60-,  9a,  AND  120-FOOT  CONTOUR  LINES, 
SOUTH  PACIFIC  COAST 


Robert  R.  Nachao  Associates,  Inc. 
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Mr.  LoTT.  With  reference  to  the  location  and  the  number  of  off- 
shore ports,  do  you  have  any  idea  of  how  many  we  may  be  talking 
about?  Will  it  strictly  be  determined  by  the  need?  Do  you  have  any 
idea  of  how  many  we  might  be  talking  about? 

Mr.  HoRTON.  At  this  time,  Congressman  Lott,  we  do  not  have 
specific  figures  projected  for  any  specific  year  like  1985  and  1995. 

Mr.  LoTT.  With  further  reference  to  the  need  and  following  up 
on  what  Mr.  du  Pont  was  saying,  now  exactly  what  do  you  mean  by 
need  for  these  deepwater  ports? 

Do  you  mean  to  supply  existing  facilities?  Obviously,  it  appears 
to  me  that  we  are  talking  about  the  need  for  new  refineries.  Our 
present  refineries  are  up  to  capacity  and  along  with  what  he  said, 
we  do  not  want  new  systems  of  supplying  these  refineries.  We  need 
hopefully  more  refineries  and  would  need  to  include  an  economic 
need  of  an  area  for  this  type  of  superport? 

In  other  words,  if  you  have  an  area  that  has  deepwater  and  could 
meet  the  needs  associated  with  the  deepwater  port  but  also  an 
area  that  has  the  economic  need  for  such  a  port,  would  that  be  a 
part  of  it? 

Mr.  HoRTON.  That  would  be  a  consideration.  I  would  think  a  less 
important  consideration  than  what  we  deem  to  be  a  national  need 
for  energy,  but  I  would  broaden  that  to  include  an  environmental 
need,  then  even  if  we  were  not  to  import  greater  amounts  of  oil, 
there  would  still  be  an  environmental  need  built  into  the  transfer 
of  oil. 

I  think  the  present  track  record  of  30,000  dwt  tankers  supplying 
imported  oil  is  not  a  bright  one.  The  Department  has  a  joint  respon- 
sibility and  we  would  include  the  environment  as  well  as  the  energy. 

Mr.  LoTT.  So  your  number  one  priority  is  going  to  be  on  environ- 
mental ? 

Mr.  HoRTON.  We  have  co-equal  priorities,  but  I  would  not  indicate 
that  the  environmental  priority  was  any  less  than  the  energy 
priority. 

Mr.  Lott.  Will  the  economic  need  of  an  area  for  the  advantages 
of  such  a  deepwater  port  be  considered  ? 

Mr.  HoRTON.  It  would  be  a  consideration.  I  do  not  believe  it  would 
be  a  controlling  consideration. 

Mr.  LoTT.  Has  any  consideration  been  given  since  there  are  so 
many  different  agencies  and  departments  involved,  and  interested, 
in  this  proposal,  after  it  gets  going.  I  am  wondering  who  is  going 
to  be  the  administering  agency. 

Will  there  be  some  sort  of  authority  to  oversee  all  of  these  dif- 
ferent interests? 

Mr.  HoRTON.  We  are  presently  in  the  Department  of  Interior 
extensively  examining  that. 

It  is  our  tentative  judgment  at  this  time  that  the  Bureau  of  Land 
Management  would  be  the  controlling  jurisdictional  agency  in  close 
consultation  with  the  Geological  Survey,  which  in  an  analogous  sit- 
uation like  the  administration  of  the  Outer  Continental  Shelf  of  oil 
drilling  operations. 

Mr.  LoTT.  That  is  all,  Madam  Chairman. 

The  Chairman.  Mr.  Treen? 

Mr.  Treen.  Thank  you.  Madam  Chairman. 
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Would  either  of  you  gentlemen  testifying  ^ive  us  an  idea  of  how 
we  are  going  to  meet  the  petroleum  needs  of  this  nation,  both  in- 
terior States  and  coastal  States,  if  all  of  the  coastal  States  in  the 
exercise  of  their  power  to  prohibit  these  facilities  choose  to  go  that 
route  ? 

If  all  of  the  coastal  States  say  no,  we  do  not  want  these  facilities, 
how  are  we  going  to  meet  the  needs  for  petroleum  that  we  think  are 
going  to  peak  in  1985,  assuming  that  we  do  not  have  a  major  break- 
through from  solar  energy,  some  other  source  of  energy? 

What  is  the  alternative? 

Mr.  HoRTON.  That  is  one  of  the  critical  issues  behind  this.  It  is 
our  judgment  that  there  are  some  States  that  are  more  enthusiastic 
that  are  approaching  deepwater  ports  than  are  others. 

I  do  not  think  we  envision  that  possibility.  If  that  possibility  did 
arise,  obviously,  it  would  be  before  the  Congress  as  to  what  remedial 
action  might  be  taken. 

Mr.  Treex.  Are  there  enough  small  tankers  in  existence  to  bring 
in  the  crude  necessary,  assuming  your  projections  are  correct,  that 
the  need  is  about  25  million  barrels  a  day  in  1985,  of  which  52  per- 
cent would  have  to  be  imported  ? 

Mr.  Carter.  No  sir,  there  are  not  enousrh  small  tankers  in  existence 
and  the  alternative  would  be  to  either  dredge  our  shoreside  ports  to 
where  they  would  accommodate  the  tankers  that  are  being  built, 
or  to  build  many,  many  more  of  the  small  tankers  that  can  get  into 
our  existing  port  facilities. 

One  of  the  projections  is  that  by  1985,  instead  of  approximately 
4,000  port  visits  by  tankers  of,  say  30.000  deadweiqrht  tons,  we  would 
have  to  have  21,000  port  visits  in  the  United  States  by  that  size 
tanker. 

The  alternative  is  simply  many  more  port  visits  by  smaller  tankers 
or  dredging  out  the  existing  port  facilities  to  accommodate  the 
larger  tankers. 

Mr.  Treex.  Now,  with  re.frard  to  the  second  alternative,  would  it 
be  your  judgment  we  would  have  as  much  or  more  environmental 
resistance  from  coastal  States  or  people  in  the  coastal  States  with 
regard  to  dredging  than  we  do  to  the  deepwater  facilities? 

Mr.  Carter.  Yes,  sir. 

Mr.  HoRTOx.  I  might  answer  very  briefly  here  to  provide  a  synopsis 
of  an  outline  for  the  committee  record,  that  of  the  5  million  tons  of 
oil  that  pollute  the  water  each  year,  29  percent  of  that  comes  from 
auto  crank  case  disposal,  28  percent  from  the  existing  tanker  traf- 
fic, and  I  will  provide  further  figures  to  show  that  94  percent  of  the 
world's  pollution  comes  from  tanker  operation  presently  of  80,000 
dwt.  or  less. 

[This  information  follows:] 

Statistics  on  Pollution  and  Tankeb  Accidents — 1969-70 
Pollution : 

5  million  tons  of  oil  pollute  oceans  each  year : 
29  percent  auto  crankcase  oil  disposal. 
28  percent  tankers  accidents  of  all  types. 
15  percent  industrial  machinery  waste  oil. 
17  percent  other  vessels. 

6  percent  refinery/petroleum  chemical  plant  disposal. 
2  percent  offshore  production. 
2  percent  tank  barges. 
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1416  tanker  casualties  occurred  in  a  2  year  period  196^70. 
Some  pollution  occurred  in  at  least  269  tanker  accidents : 

30  percent  collisions. 

26  percent  groundings. 

19  percent  structural  failures. 

9  percent  rammings. 

7  percent  fires. 

6  percent  explosions. 
3  percent  other. 

Of  the  430,000  metric  tons  of  oil  outflow  from  tanker  accidents  in  the  1969-70 
period : 

49  percent  came  from  structure  failure  of  ships. 
29  percent  came  from  groundings. 

8  percent  came  from  collisions. 

7  percent  came  from  explosions. 
14  percent  came  from  breakdowns. 
1  percent  came  from  fires. 

Important  to  note : 

Tankers  below  80,000  DWT  accounted  for  92  percent  of  casualties  and  94 
percent  of  pollution  and  94  percent  of  the  world's  tanker  fleet  and  68  per- 
cent of  the  total  deadweight  tonnage. 

Tankers  over  80,000  DWT  accounted  for  8  percent  of  casualties  contributed 
6  percent  of  pollution,  6  percent  of  the  world's  tanker  fleet  and  made  up 
32  percent  of  the  deadweight  tonnage. 

Thus,  tankers  80,000  DWT  and  larger  can  transport  oil  about  seven  times 
safer  than  tankers  below  80,000  DWT  from  a  viewpoint  of  tanker  casualties 
and  subsequent  pollution. 
The  430,000  tons  of  oil  spilled  occurred  in  the  following  places :  Percent 

At  Sea 56 

Near    land 43 

Coastal   14 

Entrance 1^ 

Harbor 5 

Pier   5 

Unknown    1 

95  percent  of  under  water  pipeline  spills  between  1967-72  caused  by  ships  anchor 
damaging  unburied  pipeline. 
Source :  Tankers  and  U.S.  Energy  Situation— An  Economic  and  Environmental 
Analysis.  Joseph  D.  Porricelli  and  Virgil  F.  Keith. 

Mr.  Treen.  You  point  out  these  newer  larger  tankers  are  safer 
because  they  employ  a  better  technology. 

Mr.  HoRTON.  That  is  correct. 

Mr.  Treen.  Well,  fortunately,  as  Congressman  Breaux  has  alluded 
to,  we  in  Louisiana  very  much  want  one  of  these  facilities  and  check 
me,  John,  if  I  am  wrong,  but  I  do  not  think  we  will  have  resistance 
there. 

Hopefully,  through  the  Louisiana  coast,  we  will  be  able  to  meet 
a  large  portion  of  the  energy  needs  of  this  country. 

Under  the  administration's  bill,  is  it  anticipated  that  the  Secretary 
of  the  Interior  will  issue  licenses,  that  is,  that  he  will  be  required  to, 
assuming  that  the  criteria  is  met  that  is  set  forth  in  the  bill  ? 

Mr.  Horton.  Following  consultation  with  interested  Federal  and 
State  agencies. 

Mr.  Treen.  Aside  from  the  State ;  in  other  words,  it  would  be  man- 
datory, in  effect,  that  a  license  be  issued  if  the  criteria  is  met? 

Mr.  Horton.  That  is  correct. 
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Mr.  Treen.  Under  the  bill  that  we  are  considering  here  today, 
H.R.  5091,  sponsored  by  the  Chairman  of  this  committee  and  others, 
section  43(b)  provides  that  the  Secretary  "may"  give  certification. 

Would  you  interpret  this  bill  to  mean  this  is  discretionary?  If 
you  have  not  studied  it,  I  would  not  expect  you  to  be  able  to  respond 
to  that,  but  if  you  have,  do  you  interpret  this  bill  to  mean  there 
would  be  discretion,  even  if  all  the  criteria  were  met  and  no  problems 
with  the  environment  and  so  forth,  that  it  is  still  up  to  the  Secretary 
of  Interior  to  use  his  discretion? 

Mr.  HoRTON.  Legislative  counsel  is  examining  that. 

I  think  we  are  not  prepared  because  we  have  not  examined  the 
Chairlady's  bill  in  detail,  to  answer  specifically,  but  I  believe  there 
is  a  greater  degree  of  discretion  under  the  committee  bill  than  under 
the  departmental  bill. 

Mr.  Allen.  That  is  the  way  I  read  it,  from  a  brief  scanning  of  it. 

Mr.  Treen.  Turning  to  a  point  raised  by  Congressman  Breaux 
about  the  sublicensing,  I  think  that  he  was  alluding  to  the  fact  that 
your  bill  provides  in  section  103(g)  that  licenses  issued  hereunder 
may  be  transferred  after  the  Secretary  determines  that  the  trans- 
feree meets  the  requirements  of  this  Act,  and  as  we  have  already 
observed,  under  your  bill,  a  State  or  local  agency  could  be  a  licensee, 
and  then  transfer  that  license  to  some  other  person  under  this  bill, 
a  private  business,  for  example.  Would  that  be  a  correct  interpreta- 
tion? 

Mr.  HoRTON.  As  long  as  a  third  party  accepted  in  full  the  other 
responsibilities  of  the  Act. 

Mr.  Treen.  Yes,  I  understand  that.  That  is  explicit  in  your  bill 
that  the  transferee  must  meet  the  requirements. 

Do  you  see  any  contra-indication  in  the  bill  to  the  State,  assuming 
the  State  obtains  the  license,  attaching  conditions  to  its  transfer  of 
the  license? 

In  other  words,  if  these  conditions  did  not  offend  any  requirement 
in  the  Act,  do  you  see  any  reason  why  the  State,  before  it  trans- 
ferred the  license,  so  to  speak,  attached  some  conditions  to  that 
transfer  ? 

Mr.  Horton.  I  think  as  long  as  they  were  no  less  environmentally 
stringent  than  the  Federal  regulations,  I  see  no  reason  why  they 
could  not  attach  additional  stipulations. 

Mr.  Treen.  Thank  you. 

The  Chairman.  Mr.  Pritchard? 

Mr.  Pritchard.  Thank  you.  Madam  Chairman. 

There  is  not  any  question  that  we  have  an  energy  crisis,  is  there? 

Mr.  HoRTON.  We  have  an  important  energy  dilemma. 

Mr.  Pritchard.  Involving  a  shortage  of  oil,  is  that  right  ? 

Mr.  HoRTON.  With  important  considerations  also  being  given  to 
the  network  of  transporting  the  energy. 

It  is  not  simply  the  source  of  energy  we  are  concerned  about.  It  is 
the  means  of  finding  it  and  transferring  it. 

Mr.  Pritchard.  And  this  crises,  it  is  going  to  be  a  growing  prob- 
lem? 

Mr.  HoRTON.  Certainly. 

Mr,  Pritchard.  Some  people  are  now  making  statements  that  the 
current  energy  crisis  is  a  sort  of  a  gimmick  that  the  oil  companies 
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are  using  for  policing  their  merchandising  areas.  There  is  no  ques- 
tion in  your  mind  that  this  is  an  actual  shortage?  And  there  will  be 
a  shortage? 

Mr.  HoRTON.  I  think  we  would  agree  to  that.  "We  have  to  be  cau- 
tious how  we  define  the  word  "crisis"  but  nonetheless,  this  is  a 
fundamental  question  before  the  Nation  at  the  present  time. 

Mr.  Pritchard.  I  think  it  is  going  to  make  it  more  difficult  for  us 
to  come  up  with  a  solution  if  the  public  is  beginning  to  believe  that 
this  "crisis"  is  some  sort  of  put  on  that  the  oil  companies  have  put 
together  so  they  can  get  the  "independents"  out  of  the  way. 

The  Chairman.  Mr.  Pritchard,  before  you  ask  another  question, 
I  would  like  to  make  an  announcement  that  the  committee  will  recess 
as  soon  as  we  have  heard  all  of  our  colleagues  and  then  reconvene  at 
1 :30  this  afternoon  to  hear  Mr.  Moore,  from  the  State  Department, 
and  Dr.  Johnson  from  Treasury. 

Mr.  Pritchard.  I  will  try  to  be  brief. 

Mr.  Horton,  I  am  a  little  disturbed.  Who  in  your  organization 
has  gone  over  and  seen  some  of  these  platforms  or  offshore  facilities? 
Have  vou  seen  any  of  these? 

Mr.'HoRTON.  No,  but  I  am  confident  the  professional  engineering 
inspectors  for  the  Geological  Survey  and  others  associated  with  the 
BLM  have  seen  it. 

Mr.  Pritchard.  But  no  one  on  your  staff  has  ever  seen  one  of  these 
facilities  ? 

Mr.  HoRTON.  No,  but  the  Bureau  of  Land  Management  would  be 
part  of  my  staff,  and  they  work  in  close  consultation  with  the  Geo- 
logical Survey. 

Mr.  Pritchard.  Are  any  plans  being  made  to  have  deepwater 
facilities  in  the  northwest  part  of  the  United  States? 

Mr.  HoRTON.  Well,  the  legislation  would  provide  for  the  examina- 
tion and  the  application  of  sites  anywhere  on  the  American  OCS, 
but  at  this  point,  apart  from  two  proposals  in  the  gulf  coast,  I  know 
of  no  other  specific  proposals  to  locate  deepwater  ports. 

The  legislation  would  not  preclude  their  location  in  the  northwest 
if  there  were  an  economic  need  for  them. 

Mr.  Pritchard.  But  you  have  undoubtedly  seen  studies  and  pro- 
posals dealing  with  the  northwest.  Unlike  Mr.  Treen's  area,  we  have 
a  lot  of  serious  questions  about  having  supertankers  coming  into  our 
area,  even  offshore. 

Mr.  HoRTON.  If  it  is  my  memory  that  district  five,  including  the 
States  of  California,  Oregon,  and  "Washington,  have  a  shortfall  of 
about  one-third  less  than  their  total  demand  for  oil.  _ 

This  being  the  case,  oil  from  outside  must  come  in,  either  from 
other  districts  or  from  imported  sources,  so  we  project  that  that  gap 
will  widen  with  time.  It  would  be  important  voices  speaking  toward 
importing  more  oil  as  well  as  greater  production  within  that  district. 

Mr.  Pritchard.  Is  any  of  this  tied  in  with  the  Alaska  oil? 

Mr.  Horton.  Well,  Alaska,  obviously,  will  help  fill  that  gap. 

Indeed,  Mr.  Carter  will  correct  me  if  I  am  wrong,  but  by  1985,  if 
we  can  project  2  million  barrels  a  day,  coming  from  the  North  Slope, 
it  would  substantially  fill  the  gap  at  that  year. 

Mr.  Pritchard.  In  other  words,  are  you  talking  about  the  national 
gap  or  just  the  gap  in  the  area? 
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Mr.  HoRTOisr.  In  district  five. 

Mr.  Prttchard.  In  other  words,  it  appears  that  the  west  coast 
could  take  up  the  oil  from  the  North  Slope,  is  that  right?  We  would 
balance  up? 

Mr.  HoRTOisr.  It  is  certainly  the  administration's  proposal. 

Mr.  Prttchard.  Then  reasons  exist  for  not  extending  a  Canadian 
pipeline  all  the  way  into  the  Midwest.  The  need  is  going  to  be  on  the 
west  coast.  We  could  save  ourselves  a  lot  of  money. 

Mr.  HoRTON.  That  is  correct. 

Mr.  Prttchard.  I  am  glad  to  get  your  views. 

I  have  a  number  of  questions,  but  I  will  just  send  them  to  you 
by  letter. 

The  Chairman.  I  hope  that  we  in  the  Midwest  will  not  have  to  do 
without  oil. 

Mr.  Dingell? 

Mr.  Dtngell.  Thank  you,  Madam  Chairman. 

Gentlemen,  the  question  was  directed  to  you  as  to  the  time  in  which 
provisions  of  the  National  Environmental  Act  would  come  into  play 
under  H.R.  5898,  and  I  would  appreciate  your  answer,  not  at  this 
time,  but  by  appropriate  written  response  to  the  record. 

[The  following  was  supplied  in  response  to  the  foregoing :] 

We  would  interpret  H.R.  5898  as  in  no  way  altering  the  requirements  of 
the  National  Environmental  Policy  Act  regarding  the  issuance  of  an  environ- 
mental impact  statement.  We  anticipate  that  an  impact  statement  will  be 
required  in  connection  with  the  issuance  of  any  permit  for  a  deepwater  port. 
The  Administration's  proposal  explicitly  so  requires. 

Mr.  Dtngell.  Gentlemen,  I  note  also  that  there  are  a  number  of 
Federal  statutes  relating  to  water,  water  quality,  and  construction 
affecting;  water,  such  as  the  Marine  Protection  and  Sanctuary  Act, 
the  Federal  Pollution  Control  Act,  and  amendments,  the  recent 
Ocean  Dumpina:  Act,  National  Environmental  Policy  Act,  and  the 
Coastal  Zone  Management  Act.  I  would  appreciate  it  if  you  would 
give  us  a  statement  as  to  how  those  different  statutes  would  impinge 
upon  the  legislation  before  us. 

[The  following  was  supplied  in  response  to  the  foregoing :] 

Where  existing  legislation  as  administered  by  the  various  Federal  Agencies 
is  applicable  to  the  construction  and  operation  of  a  deepwater  facility  off 
our  shores  and  beyond  the  3  mile  limit,  the  appripriate  federal  agencies  will 
continue  their  administration.  Section  104(c)  of  HR7501  expressly  states 
that  the  Secretary  will  not  issue  a  license  under  this  Act  until  he  has  been 
notified  by  such  agencies  that  the  application  meets  the  requirements  of  the 
laws  which  they  administer. 

Mr.  Dingell.  I  would  also  appreciate  your  attention  directed,  if 
you  please,  to  whether  or  not  the  deepwater  port  legislation  is  needed 
in  the  light  of  the  authorities  already  vested  in  the  Federal  Govern- 
ment, the  Interior  Department,  and  the  Commerce  Department,  by 
reason  of  these  sundry  and  different  statutes. 
[The  information  requested  follows  herewith:] 

None  of  the  legislation  referred  to  clearly  authorizes  the  issuance  of  per- 
mits  (or  licenses)   for  deepwater  ports  beyond  our  territorial  sea. 

The  statutes  referred  to  establish  programs  to  regulate  certain  water  re- 
lated activities.  However,  if  the  deepwater  ports  licensed  under  the  authority 
of  the  bills  pending  before  Congress  are  to  be  properly  regulated  to  assure 
navigational  safety,  environmental  protection  and  the  other  purposes  of  the 
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statutes  referred  to,  those  statutes  should  be  made  to  apply  to  the  deepwater 
ports.  The  Administration's  bill  expressly  does  this.  It  does  not  create  an 
overlappping  regulatory  jurisdiction  in  the  Department  of  the  Interior. 

Mr.  DiKGELL.  Have  you  completed  a  departmental  analysis  of  the 
different  bills  pending  before  the  Congress  ?  There  are  some  pending 
in  several  Committees. 

INIr.  HoRTON.  The  answer  to  your  third  question  is  yes,  and  with 
the  chairman's  permission,  we  will  answer  the  first  two  for  the 
record. 

Mr.  DiNGELL.  I  would  just  as  soon  have  you  submit  those  rather 
than  take  the  time  of  the  Committee  at  this  time. 

Mr.  HoRTON.  We  partially  answered  your  second  in  the  prepared 
statement. 

We  believe  the  authority  is  uncertain  at  this  time.  We  are  seeking 
additional  authority. 

Mr.  DixGELL.  I  do  not  entirely  agree  with  that  last  statement,  and 
I  would  like  to  have  a  clearer  statement. 

You  have  made  a  clear  statement  as  to  the  position  of  your  De- 
partment with  regard  to  State  veto,  construction  of  offshore  ports 
on  the  high  seas,  outside  the  territorial  seas,  outside  the  coastal  zone. 

Mr.  HoRTOx.  We  have  attempted  this  morning  to  state  as  clearly 
as  we  can. 

Mr.  DixGELL.  Do  you  favor  it  or  do  you  oppose  it? 

Mr.  HoRTOx.  You  elaborated  beyond  the  point,  I  think.  You  were 
looking  at  various  jurisdictions  within  the  three-mile  limit,  onshore 
and  beyond  the  three-mile  limit,  is  that  the  thrust? 

Mr.  DixGELL.  Yes,  I  am  concerned  with  your  attitude  with  re- 
gard to  the  authority  vested  in  the  States  by  the  Submerged  Lands 
Act. 

Mr.  HoRTOx.  We  have  not  intended  today  to  indicate  they  would 
have  a  specific  veto  authority  over  OCS  lands  outside  the  3-mile  limit. 

Mr.  DixGELL.  Do  you  favor  or  not  favor? 

Mr.  HoRTox.  We  favor  a  partnership  role  with  the  States. 

Mr.  DixGELL.  But  no  specific  veto  ? 

Mr.  HoRTOx.  That  is  correct,  on  areas  on  which  they  have  no 
jurisdiction. 

Mr.  DixGELL.  Construction  of  these  ports  is  going  to  take  all  kinds 
of  industrial  development,  petro-chemical  development,  onshore,  sat- 
ellite industries,  etc. 

Have  you  tied  any  legislation  that  you  have  into  the  coastal 
zone  management  legislation? 

Mr.  HoRTOx.  Congressman  Dingell,  we  have  tied  this  into  the  ad- 
ministration's National  land  use  policy  legislation,  which  gives  au- 
thority to  the  States  to  control  those  types  of  critical  development. 

]Mr.  DixGELL.  I  get  from  you  and  other  witnesses  who  have  been 
before  this  committee,  an  idea  that  you  intend  to  pick  and  choose 
the  legislation  that  you_  look  with  favor  on  and  Congress  passed 
by  _  a  rather  overwhelming  margin  the  coastal  zone  management 
legislation. 

I  have  a  feeling  it  is  receiving  benign  neglect. 

Mr.  Allex.  If  I_  can  amplify  that,  the  language  that  Secretarv 
Horton  was  referring  to  is  the  requirement  of  consultation  with 

22-635—73 5 


60 

State  Governors  to  insure  that  the  licensing  of  the  facility  is  con- 
sistent with  the  State  land  use  programs. 

We  contemplate  the  Coastal  Zone  Management  Act,  to  be  a  State 
land  use  program  for  the  purposes  of  this  language,  and  therefore, 
we  would  require  the  facility  to  be  consistent  with  the  coastal  zone 
management  program. 

We  are  also  hopeful,  as  you  know,  that  Congress  will  pass  the 
broader  National  Land  Use  Policy  Act  and  then  the  deepwater 
port  facility  would  also  have  to  be  consistent  with  that  land-use 
program  as  well. 

Mr.  DiNGELL.  I  am  happy  to  hear  you  say  that,  and  I  trust  you 
gentlemen  will  stand  very  vigorously  on  that  position  because  I 
intend  to  quote  it  back  to  you  later  on. 

Mr.  Allen.  This  was  the  point  the  Department  of  Commerce  was 
insistent  on  and  the  administration  agreed  with  them,  and  that  is 
our  position. 

Mr.  DiNGELL.  I  have  no  further  questions. 

The  Chairman.  Mr.  McCloskey  ? 

Before  you  begin,  I  would  like  to  say  to  Mr.  Horton,  that  the 
committee  will  be  furnishing  him  with  a  series  of  questions  which 
we  are  not  able  to  ask  at  this  time.  Mr.  Horton,  would  you  please 
kindly  respond  as  quickly  as  possible  and  concisely  as  possible,  so 
we  may  have  that  for  the  record,  to  study? 

We  would  be  happy  to  have  you  submit  the  report  that  you  have 
from  the  Coast  Guard,  and  we  will  place  in  the  record  as  much  of 
it  as  we  consider  appropriate. 

Mr.  McCloskey? 

Mr.  McCloskey.  Mr.  Horton,  in  your  testimony,  where  you  talk 
about  petroleum  needs  by  1985,  what  is  the  figure  you  are  using 
for  the  total  domestic  demand? 

Mr.  Horton.  Let  me  check  it. 

I  believe  it  is  26.5  million  barrels  a  day. 

Mr.  McCloskey.  That  is  against  the  current  use  of  what? 

Mr.  Horton.  It  is  about  18  million  barrels  of  oil  a  day. 

Mr.  McCloskey.  Now,  can  you  translate  the  size,  this  term  "dead- 
weight tons"  you  refer  to  the  Shell  Oil  tanker  that  is  ordered, 
530,000  deadweight  tons. 

How  many  barrels  of  oil  can  be  carried  in  such  a  tanker? 

Mr.  Allen.  The  standard  rule  of  thumb  is  that  there  are  7i/-> 
barrels  per  deadweight  ton,  so  if  you  multiply  the  530,000  times 
^^^21  joii  will  get  the  number  of  millions  of  barrels  that  that  tanker 
can  carry. 

Mr.  McCloskey.  What  was  the  size  of  deadweight  tons  of  these 
two  tankers  that  collided  in  San  Francisco  Bay  several  years  ago  ? 

They  were  referred  to  as  10,000-ton  tankers,  I  believe. 

Mr.  Allen.  They  would  probably  have  been. 

That  was  a  common  size  of  tanker,  10  or  15  years  ago. 

Mr.  McCloskey.  Will  these  530,000  ton  deadweight  ships  get  into 
San  Francisco  Bay? 

Mr.  Horton.  No,  sir,  they  cannot. 

Mr.  McCloskey.  If  these  tankers  come  into  common  use  with  the 
Alaskan  oil  pipeline,  would  there  not  have  to  be  an  offshore  facility 
constructed  off  California? 


61 

Mr.  HoRTON.  If  that  oil  were  to  go  to  San  Francisco,  the  answer 
is  yes. 

Mr.  McCi.osKEY.  Is  there  any  port  in  California  that  can  take  a 
500.000  deadweight  tanker? 

]Mr.  HoRTOX.  Long  Beach  can  take  about  100,000  ton  tankers. 

Mr.  McClosket.  Yonr  super  is  what,  200,000  deadweight  tons? 

Mr.  HoRTON.  Or  more. 

Mr.  Allen.  The  Pacific  Coast,  as  you  know,  slopes  off  much  more 
steeply  than  the  Atlantic  Coast,  and  there  is  a  good  bit  of  deep 
water  close  in. 

Mr.  McCloskey.  You  are  going  to  furnish,  as  I  understand  the 
contour  intervals  of  what,  GO  feet? 

Mr.  HoRTON.  Sixty,  90,  and  120  feet. 

Mr.  McClosket.  Mr.  Horton,  I  have  not  been  aware  that  the 
Department  of  the  Interior  was  responsible  for  furnishing  energy. 

Does  that  mean  we  hold  the  Department  responsible  for  the  cur- 
rent energy  dilemma? 

]\Ir.  HoRTON.  I  am  not  sure  that  that  was  the  main  thrust  to 
earlier  questions.  I  think  we  might  have  hedged  on  that  point. 

Mr.  McClosket.  Your  testimony  on  page  5  says  Interior  has  the 
fundamental  responsibility  for  assuring  the  Nation  with  an  ade- 
quate supply  of  energy.  Is  that  correct? 

Mr.  HoRTON.  That  is  a  correct  statement. 

Mr.  McClosket.  Why  are  we  in  the  current  dilemma  ?  Who,  in 
Interior,  made  the  error? 

Mr.  HoRTON.  You  are  attempting  to  correlate  between  our  pri- 
mary responsibilities  for  energy  development  and  what  we  call  the 
present  energy  dilemma. 

Mr.  McClosket.  I  am  trying  to  correlate  your  statement  and  your 
prepared  statement,  and  your  statement  that  we  are  now  in  a 
dilemma. 

What  led  to  this  dilemma  ?  Who  made  the  mistake  and  when  ? 

]\Ir.  HoRTON.  Well,  the  dilemma,  essentially,  is  a  measure  of  the 
increased  population  of  the  country,  and  also  the  increased  energy 
demand,  per  capita. 

]\Ir.  McClosket.  This  was  all  predicted  by  Interior  some  years 
ago,  was  it  not? 

Mr.  HoRTON.  I  think  that  we  cannot  simply  look  toward  the  De- 
partment or  the  administration  or  the  Federal  Government,  or  even 
all  of  the  State  governments,  towards  resolving  what  is  essentially 
a  national  policy,  a  public  problem. 

Mr.  McClosket.  If  I  understand  your  testimony  correctly.  In- 
terior is  charged  with  anticipating  demand  and  assuring  an  adequate 
supply  to  meet  this  demand. 

Interior  apparently  has  not  done  this  in  past  years,  I  gather  from 
your  testimony,  is  that  correct? 

Mr.  HoRTOx.  I  would  say  this  is  one  of  the  primary  reasons  we 
are  here  today  with  a  proposal  to  get  congressional  authorization  to 
build  deepwater  ports,  and  anticipating  the  demand  in  the  years 
ahead. 

Mr.  McClosket.  Let  me  go  back  to  the  west  coast  proper.  If  there 
is  only  one  port  on  the  west  coast  to  take  these  large  tankers,  then 
is  it  part  of  your  planning  that  there  will  have  to  be  an  offshore 
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facility  constructed  off  the  west  coast  to  meet  increasing  demands 
of  the  west  coast? 

]\Ir.  Carter.  Congressman  INIcCloskey,  if  I  recall  correctly,  the 
projected  ship  sizes  and  numbers  to  bring  the  oil  from  the  Alaska 
pipeline  to  the  west  coast  port,  there  arc  a  series  of  different  sizes 
of  new  vessels  that  are  projected,  and  I  do  not  believe  many  of 
them  envision  the  massive  tankers. 

I  will  supply  you  with  a  breakdown  of  how  we  now  understand 
that  a  vessel  of  that  size,  if  I  am  correctly  informed,  is  not  really 
an  economic  unit  in  that  short  a  trip,  that  you  are  talking  about 
80,000  deadweight-ton  tankers  and  a  few  120,000  deadweight  tankers 
that  can  get  into  Long  Beach,  but  San  Francisco  would  have  the 
80,000  ton,  and  so  on  down  the  line. 

None  of  the  huge  ones  would  be  in  the  trade. 

Mr.  McCloskey.  Thank  you.  Madam  Chairman. 

[The  information  follows:] 

The  projected  tanker  size  for  movements  of  oil  from  Alaska  to  West  Coast 
ports  is  as  follows : 

Into  Puget  Sound— up  to  120,000  DWT. 
Into   San  Francisco— up  to  80,000  DWT. 
Into  Los  Angeles— up  to  120,000  DWT. 

The  Chairman.  Well,  thank  you  very  much,  Mr.  Secretary,  for 
your  testimony  and  those  who  appeared  with  you. 

The  questions  will  reach  you  quickly,  and  you  will  have  the  an- 
swers forthwith. 

INIr.  HoRTON.  Thank  you.  Madam  Chairman,  and  we  will  do  our 
best  to  respond  to  your  questions  in  as  expeditious  a  time  frame  as 
possible. 

The  Chairman.  The  committee  is  in  recess  until  1 :30. 

[The  questions  and  answers  follow  herewith:] 

Question  1.  Provide  a  complete  listing  of  all  laws  administered  &j/  the 
Department  of  the  Interior  tchich  would  have  impact  upon,  he  affected  hy, 
or  apply  to  the  construction  and  operation  of  deepivater  ports  (include  code 
citation  and  rationale  for  its  application  or  non-application).  In  the  same 
context,  which  of  these  laws  will  require  specific  amendment  or  repeal  or 
modification  if  H.R.  1501  or  similar  legislation  is  enacted? 

Answer.  Migratory  Bird  Treaty  Act   (1918)    16  U.S.C.  703-711. 

Fish  and  Wildlife  Coordination  Act   (1934)   16  U.S.C.  661-666C. 

Federal  Aid  in  Fish  Restoration  Act  (1950)  16  U.S.C.  777-777K. 

Fish  and  Wildlife  Act  of  1956  16-U.S.C.  742a,  742j. 

Sikes  Act   (Act  of  September  15,  1960)    16  U.S.C.  670a,  670c. 

Cooperative  Research  and  Training  Units  Act   (1960)    16  U.S.C.  753-753b. 

Auadromous   Fish  Conservation  Act  16  U.S.C.   757a,   757f. 

Estuary  Protection  Act  16  U.S.C.  1221-1226. 

Endangered   Species  Conservation  Act  of  1969  16  U.S.C.  668a. 

Water  Bank  Act  of  1970  P.L.  91-559. 

National  Wildlife  Refuge  System  Administration  Act  of  1966  16  U.S.C. 
668dd-068ee. 

Convention  between  the  Government  of  the  United  States  of  America  and 
the  Government  of  Japan  for  the  protection  of  migratory  birds  and  birds 
in  danger  of  extinction  and  their  environment    (1973) — Ratified  3/27/73. 

Outer  Continental  Shelf  Lands  Act,  1953,  43  U.S.C.  1331. 

National  Environmental  Policy  Act,  1969.  42  U.S.C.  4321  et  seq. 

The  Land  and  Water  Conservation  Fund  Act,  1964,  16  U.S.C.  460  1  4-11. 
Under  this  Act,  the  Department  makes  grants  to  States  to  develop  and  acquire 
outdoor  areas,  including  beaches. 

Water  Resources  Planning  Act,  1965,  42  U.S.C.  1962.  Assists  the  Secretary 
in  his  role  as  Chairman  of  the  Water  Resources  Council. 
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Attached  is  a  list  of  Federal  laws  relating  to  sport  fish  and  wildlife  which 
describes  the  objectives  of  these  acts. 

Question.  Provide  a  complete  and  detailed  listing  of  the  specific  areas  of 
expertise  which  the  Department  of  the  Interior  possesses  under  existing 
law  or  executive  order,  in  relation  to  the  construction  and  operation  of  deep- 
ivater  ports,  in  sufficient  form  for  the  Committee  to  evaluate  the  merits  of 
designating  the  Department  of  the  Interior  as  lead  agency,  under  the  legisla- 
tion, for  deepicater  ports. 
Answer.  In  a  functional   sense   this  Department — 

(a)  Has  responsibilities  for  monitoring  and  projecting  supply-demand 
trends  of  all  energy  sources,  for  identifying  potential  or  existing  imbalances, 
and  for  recommending  measures  to  maintain  equilibrium  between  energy 
needs  and  energy  supply. 

(/>)  Has  responsibilities  for  evaluating,  initiating  and  managing  actions 
related  to  the  development  of  public  land  and  Outer  Continental  Shelf  (OCS) 
energy  resources  in  a  manner  consistent  Avith  multiple-use  objectives  and  in 
coordination  with  a  variety  of  Federal,  state  and  local  governments  and 
broad  spectrum  of  concerned  public  groups.  Our  experience  with  oil  and  gas 
pipeline  design,  construction,  and  operation  is  particularly  pertinent  to  deep- 
water  port  pipeline  and  platform  systems. 

(c)  Has  broad  management  experience  in  assessment  and  protection  of 
fish  and  wildlife  species  and  coastal  and  wetland  resources.  Responsibilities 
include  the  determination  of  water  quality  standards,  coordination  and  con- 
sultation with  governmental,  public  or  private  organizations  on  matters 
effecting  protection  of  fish  and  wildlife  resources  and  aquatic  habitat  and, 
the  development  of  biologically  sound  management  programs  in  cooperation 
with  State  and  local  agencies,  which  will  insure  a  balanced  program  on  con- 
servation and  the  protection  of  rare,  threatened,   and  endangered  species. 

id)  Has  experience  in  establishment  and  management  of  wildlife  refuges, 
national  parks,  monuments,  seashore  sites,  wilderne.ss  areas,  underwater 
preserves,  recreational  sites.  Responsibilities  are  directed  toward  public  use 
and  protection  of  these  designated  facilities  and  other  scenic  and  esthetic 
resource  values. 

Specific    authorities    of    the    Department   bearing    on    the    development    and 
operation  of  deepwater  port  facilities  are : 
The  OCS  Lands  Act  of  1953. 
Fish  and  Wildlife  Coordination  Act   (1934). 
Anadromous  Fish  Conservation  Act. 

National  Wildlife  Refuge  System  Administration  Act  of  19G6. 
Estuary  Protection  Act. 

Endangered  Species  Conservation  Act  of  1969. 
National  Environment  Policy  Act  of  1969. 
Water  Bank  Act  of  1970. 

Convention  between  the  Government  of  the   United   States  of  America 
and  the  Government  of  .Japan  for  the  protection  of  migratory  birds  and 
birds  in  danger  of  extinction  and  their  environment  (1973). 
The    Department    of   the    Interior    has    specific    program    responsibilities    as 
well  as  ongoing  field  organizations  which  we  view  as  applicable  to  the  ad- 
ministration  of  a   deepwater  port   program.   These  responsibilities   include : 

Administration  of  a  multiple-use  management  program  for  public  lands, 
both  onshore  and  offshore.  In  particular,  for  the  past  20  years,  the  Depart- 
ment has  managed  the  Outer  Continental  Shelf  Mineral  Leasing  Program 
for  the  development  of  marine  reserves  of  oil  and  gas.  In  this  context,  we 
conduct  environmental  analyses  and  prepare  impact  statements,  formulate 
and  fund  contract  studies,  and  maintain  an  ongoing  evaluation  of  the  role 
of  OCS  oil  and  gas  with  relation  to  the  total  federal  energy  program. 

Conduct  of  surveys  and  the  development  of  data  and  information  concern- 
ing the  land  and  its  resources  both  on  the  mainland  and  the  Outer  Conti- 
nental Shelf.  Also  regulation  of  oil  and  gas  production  on  the  OCS  including 
platforms  and  pipelines  to  shore. 

Determination  of  detrimental  effects  on  fish  and  wildlife  resources  from 
potential  polluting  activities  and  for  preparation  of  reports  estimating  wild- 
life benefits  or  losses  submitted  to  Congress  along  with  any  reports  recom- 
mending authorization  of  new  projects  for  water  use.  Wildlife  surveys  and 
investigations  are  made  in  waters  controlled  by  any  Federal  agency  and  be- 
fore Federal  permits  or  licenses  are  issued,   requesting  parties  must  consult 
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with  the  Fish  and  Wildlife  Service  regarding  conservation  of  wildlife  re- 
sources. Conservation  and  management  programs  involving  aquatic  habitat 
require  specific  biological  expertise  which  is  highly  pertinent  to  development 
and  operation  of  Deepwater  Ports.  ,    ^     .  ,.  i    t^  i-        ^^^- 

It  should  also  be  recognized  that  the  National  Environmental  Policy  Act 
has  led  to  the  regular  and  continuing  involvement  of  this  Department  m 
leading  the  interagency  involvement  in  assessing  the  environmental  impact 
of  lease  sales  on  the  outer  continental  shelf  as  well  as  the  coastal  and  es- 
tuarine  zones.  The  process  of  balancing  all  the  considerations  involved  m  oil 
and  gas  lease  sales  would  be  similar  to  those  involved  in  a  deepwater  port 
license  The  details  and  mitigating  actions  required  in  considering  a  planned 
and  proposed  deepwater  port  are  also  the  same  as  our  present  involvement 
in  approving  and  monitoring  the  construction  and  operation  of  ocean  floor 
pipelines  and  offshore  platforms.  The  proposed  National  Land  Use  Policy 
Act  would  authorize  this  Department  to  make  grants  to  States,  to  develop 
land  use  planning  programs,  to  which  the  licensing  and  regulating  of  a  deep- 
water  port  terminal  would  have  to  conform.  Further,  the  Departments  re- 
sponsibilitv  for  managing  wildlife  refuges,  and  National  Seashore  Recreation 
Areas  will  require  the  same  coordination  with  the  deepwater  port  licensing 
program  as  is  now  required  with  OCS  lease  sales  and  related  activities  such 
as  pipelines  and  onshore  gathering  facility  construction. 

lender  all  these  programs,  the  Department  is  required  to  maintain  a  con- 
stant liaison  with  a  wide  variety  of  public  and  private  groups.  For  example, 
the  Department  now  has  contacts  and  working  relationships  with  the  follow- 
ing Federal,  State,  and  private  organizations. 

Federal 

Environmental  Protection  Agency. 

National  Oceanic  and  Atmospheric  Agency. 

Coast  Guard. 

Corps  of  Engineers. 

Treasury. 

Atomic  Energy  Commission. 

Federal  Power  Commission. 

Transportation. 

State  and  Local 

Governors. 

Attorney-Generals. 

Federal-State  Program  Coordinators. 

State  Geologists. 

Natural  Resource  Divisions. 

Environmental  Divisions. 

Operation  and  Procurement  Divisions. 

Coastal  Zone  Planning  Groups. 

Regional  Compact  and  Planning  Organizations. 

Local  and  County  Governments. 

State  Legislators. 

Public 

Industry. 

Conservation  Groups. 
Academic  Groups. 
Contractors. 

Chambers  of  Commerce. 

Individuals.  ,        .         ^    ^ 

In  addition  to  the  specific  Acts  mentioned  earlier,  the  following  Acts  are 
the  authority  for  many  activities  of  the  Department  affecting  fish  and  wild- 
life resources  which  require  coordination  with  Federal,  regional,  state  or 
local  governments  entities  and  private  or  public  parties,  organizations  or 
institutions. 

Migratory  Bird  Treaty  Act  (1918). 

Federal  Aid  in  Fish  Restoration  Act  (1950). 

Fish  and  Wildlife  Act  of  1956. 

Sikes  Act  (Act  of  September  15,  1960). 

Cooperative  Research  and  Training  Units  Act  (1960). 

Anadromous  Fish  Conservation  Act. 
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Question  3.  In  reference  to  Mr.  Norton's  comments  on  pages  30  and  31  of 
the  transcript,  would  the  Department  of  the  Interior  favor  or  oppose  limiting 
the  licensing  of  deepwater  ports  for  the  purpose  of  transshipment  of  oil  and 
oil  products  only  as  opposed  to  U.R.  7501  tvhich  talks  in  terms  of  transship- 
nicnt  of  "all  commodities". 

Answer.  The  Departmeut  of  the  Interior  would  prefer  to  maintain  the 
flc>xil»ility  provided  for  in  section  102(b)  of  H.R.  7501.  However,  we  would  not 
strongly  oppose  limiting  the  licensing  authority  to  oil  and  oil  products. 

Question  4.  On  pages  47  and  4S,  Interior's  testimony  indicated  that  the  pipe- 
line would  he  subject  to  a  separate  permit  as  opposed  to  heing  considered 
an  integral  part  of  the  deepivater  port  permit.  In  light  of  the  basic  purpose 
of  H.R.  7501 — to  provide  a  simple,  but  complete  agency  process  to  review 
the  merits  of  each  application — present  a  more  detailed  explanation  and 
rationale  for  this  concept. 

Answer.  The  basic  purpose  of  H.R.  7501  is  to  create  a  simple,  complete 
process  to  review  applications  for  and  to  regulate  the  construction  and  opera- 
tion of  deepwater  ports  without  duplicating  existing  review  and  regulatory 
mechanisms.  Since  the  Secretary  of  the  Interior  already  has  authority  under 
tlie  OCS  Act  to  grant  pipeline  rights-of-way  across  the  submerged  lands  it 
was  thought  to  be  simpler  to  expand  this  authority  rather  than  to  create 
a  new  authority  for  pipelines  from  deepwater  ports.  However,  this  is  not 
considered  a  major  feature  of  the  legislation,  and  we  would  not  take  strong 
exception  to  including  the  pipeline  as  part  of  the  facility. 

Question  5.  "On  page  49  of  your  testimony,  you  expressed  confidence  that 
operation  of  the  deepivater  port  tvould  be  safe — given  the  right  set  of  regu- 
lations. Exactly  what  does  your  agency  envisage  in  this  regard?  Who  icill 
issue  these  regulations  and  which  agency  will  be  responsible  for  their  en- 
forcement? Under  H.R.  7501,  it  appears  to  be  contemplated  that  the  Secretary 
of  the  Interior  icould  issue  all  regulations  pertaining  to  all  matters  concern- 
ing the  construction  and  operation  of  deepwater  ports.  Is  this  the  correct 
interpretation,  and  if  not,  please  propose  appropriate  bill  or  report  language 
in   that  regard." 

Answer.  The  regulations  that  will  be  applicable  to  constructing  and  operat- 
ing a  deepwater  port  facility  in  the  high  seas  are  those  Federal  regulations 
that  would  now  apply  to  such  a  facility  if  it  were  built  within  the  three 
mile  limit.  These  include  regulatory  programs  presently  administered  by  a 
number  of  Federal  agencies :  EPA  water  and  air  quality  and  ocean  dumping 
programs ;  Corp  of  Engineers  regulations  pertaining  to  navigation  hazards 
in  coastal  waters;  Coast  Guard  navigation  and  versed  safety  programs;  and 
oil  spill  prevention  programs:  D.T.  pipeline  safety  regulations;  1  cc  common 
carrier  regulations :  Department  of  Justice  Anti-Trust  and  criminal  jurisdic- 
tion, and  others.  In  addition,  Interior  would  issue  and  enforce  regulations 
relating  to  environmental  protection  and  other  matters  deemed  necessary  to 
implement  the  deepwater  port  licensing  program. 

Question  6.  Kindly  supply  two  copies  of  the  reports  referred  to  by  Mr. 
Carter  on  page  49  of  Interior's  testimony. 

Answer.  The  reports  referred  to  were  based  on  oral  communications  with 
tlie  Const  Guard,  California  oil  companies  and  marine  researchers.  Our  best 
information  is  that  there  are  no  authorative  records  on  off-loading  spills. 

Question  7.  Kindly  supply  for  the  record  answers  to  Congressman  For- 
sythe's  questions  on  pages  50  and  51  of  the  transcript  pertaining  to  the 
Alaskati  Pipeline. 

These  questions  are:  What  is  the  potential  of  the  Alaskan  oil  considering 
not  only  the  potential  of  one  pipeline,   but  the  total  resources  available? 

Answer.  The  estimate  of  proved  reserves  in  the  Prudhoe  Bay  Field  is  about 
ten  billion  barrels.  These  reserves  are  equivalent  to  the  operation  of  the 
Ahiskan  Pipeline  at  capacity  of  two  million  barrels  per  day  for  about  13  years. 

The  delay  in  the  Alaskan  Pipeline  has  resulted  in  little  exploration  activity 
on  the  North  Slope  for  the  past  few  years.  When  the  pipeline  construction 
starts,  renewed  activity  searching  for  oil  will  take  place.  Estimates  of  poten- 
tial oil  reserves  which  might  be  found  are  purely  speculative  and  might 
range  from  the  finding  of  additional  small  reserves  to  the  discovery  of  addi- 
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tional  large  fields  such  as  the  Prudhoe  one.  Most  of  the  western  part  of  the 
North  Slope  area  is  in  the  Naval  Petroleum  Reserve  No.  4.  Exploration  on 
this  Naval  Reserve  would  require  action  by  Congress. 

Question  8.  ''In  relation  to  pages  52  and  53  of  Interior's  testimony,  provide 
for  the  record  a  detailed  and  comprehensive  synopsis  of  exactly  how  oil  and 
gas  exploration  permits  for  the  construction  of  extraction  terminals  on  the 
Outer  Continental  Shelf  is  evaluated  and  handled  hy  the  Department  of  the 
Interior.'' 

Answer.  Prior  to  the  issuance  of  exploration  permits,  leases  must  be 
awarded.  This  involves  a  competitive  lease  sale  held  by  the  Department  using 
a  sealed  bidding  process  and  determining  whether  a  lease  should  be  issued 
to  its  high  bidder.  Once  a  lease  has  been  awarded,  applicant  must  apply  for 
an  exploration  permit.  The  applicant  for  a  permit  to  construct  a  structure 
on  the  OCS  includes  with  his  application  a  map  showing  the  proposed  loca- 
tion, geological  and  geophysical  data  supporting  the  chosen  site,  engineering 
data  supporting  and  economic  data  justifying  the  need  for  the  structure. 
Department  geophysicists  review  subsurface  data  supplied  by  the  applicant 
along  with  data  oil  file  within  the  Department.  Emphasis  is  placed  upon  the 
determination  of  any  faulting,  deep-seated  and  near-surface,  that  may  be  in 
the  area  and  on  indications  of  unstable  bottom  conditions.  Department  geolo- 
gists review  nearby  core  data,  well  data  or  data  from  previous  construction 
for  additional  data  on  bottom  conditions,  bearing  capacity  of  bottom  sedi- 
ments and  reaction  of  sediments  when  under  stress  in  heavy  storms.  In  many 
cases  the  Department  may  have  more  recent  data,  "higher  resolution"  data 
or  confidential  data  not  available  to  the  applicant  that  may  indicate  unsus- 
pected problems.  Department  engineers  review  the  technical  feasibility  and 
adequacy  of  structural  design,  plan  of  construction  and  method  of  operation. 
All  professional  groups  review  the  economics  of  the  proposal  to  insure  the 
structure  is  necessary  for  prudent  development.  The  total  review,  as  presented 
to  the  applicant,  may  recommend  approval  or  may  recommend  that  the  appli- 
cant choose  another  site,  modify  his  design  or  construction  plan  or  request 
additional  data  supporting  the  need  for  the  structure.  Attached  are  the  details 
on  how  we  handle  OCS  lease  sales  which  eventually  lead  to  a  permit  applica- 
tion. Also  provided  is  a  discussion  of  our  views  on  the  geologic  considerations 
which  will  influence  the  selection  of  a  site  for  a  deepwater  port. 

Question  9.  Supply  a  detailed  and  comprehensive  response  for  the  record  to 
Mr.  Studds'  question  on  page  56  of  the  transcript  pertaining  to  landward- 
side  of  deepwater  ports. 

Answer.  We  recognize  that  one  of  the  environmental  problems  associated 
with  deepwater  ports  is  the  landward  development.  A  general  discussion  of 
this  is  found  in  the  Environmental  Impact  Statement  on  p.p.     , 

A  more  detailed  discussion  can  only  be  related  to  specific  sites.  "Where 
the  deepwater  port  is  to  serve  existing  refineries,  e.g.,  Seadock  and  Loop,  the 
Impact  of  additional  landward  development  will  not  be  great. 

We  hope,  however,  that  deepwater  ports  will  be  used  to  serve  new  refin- 
eries. The  President  has  revised  the  oil  import  program  to  spur  this  develop- 
ment. Attached  is  a  list  of  proposed  refinery  construction. 

The  landward  impact  of  new  refineries  is  a  problem  that  should  be  ad- 
dressed primarily  in  the  context  of  State  land  use  planning.  The  Administra- 
tion's proposed  Land  Use  Legislation,  and  other  proposals  now  in  Congress, 
would  provide  Federal  grants  to  assist  States  in  developing  land  use  pro- 
grams. The  deepwater  port  proposal  provides  that  a  facility  will  not  be 
licensed  if  it  is  not  compatible  with  the  State's  land  use  program.  Thus,  it 
encourages  States  to  develop  a  program  to  deal  with  land  use  problems  not 
onlv  resulting  from  deepwater  ports  but  from  other  types  of  development  as 
well. 
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ANNOUNCED  U.S.  REFINERY  EXPANSIONS  AND  NEW  PLANTS 


Invest- 

Million barrels 

ment 

per  day 

Expansion 

dollars  in 

Comple- 

Company firm  projects 

Location 

crude  oil 

or  new 

millions 

tion  date 

Exxon 

.  Baytown,  Tex._ 

250 

Expansion 1 

1 

11976 

Bayway,  N.J 

...]                 100 

do 

400 

1975 

Baton  Rouge,  La 

do 

1 

1975 

Socal.. 

.  Perth  Amboy,  N.J 

75 

do 

1 

1975 

Richmond,  Calif 

175 

do. 

0 

1975 

El  Segundo,  Calif 

130 

do. 

1 

1975 

Navajo  Refining 

.  Artesia,  N.  Mex 

6 

do 

1.2 

1974 

B.P. 

.  Marcus  Hook,  Pa 

50 

do... 

2  1975 

Arco 

.  Philadelphia,  Pa 

25 

do 

17 

1974 

Carson,  Calif 

20 

do 

5 

1973 

Pennzoil... 

.  Pascagoula,  Miss 

150/200 

New 

200 

1976 

Shell 

.  Paulsboro,  N.J 

150 

do 

1977 

Hunt 

.  Tuscaloosa,  Ala. 

15 

Expansion 

13.5  . 

American  Petrofina 

Port  Arthur,  Tex 

30 

do 

California  Oil  Purification  Co 

Ventura,  Calif 

15 

do 

10/50 

1975 

APCO... _ 

.  Arkansas  City,  Kans.. 
Corpus  Christi,  Tex... 

20 
20 

do 

do. 

9.5 

1974 

Howell 

3  1974 

Texaco. 

Convent,  La 

200 

do 

300 

1977 

Mobil. 

Paulsboro,  N.J 

150 

do.... 

1977 

Clark  Oil  and  Refining 

Wood  River,  III 

45 

do 

11974 

Hawaiian  Industry  Refining 

Oahu,  Hawaii 

96 

do 

15 

1976 

El  Paso  Natural  Gas 

Corpus  Christi,  Tex 

365 

New... 

750 

1977 

PROJECTS  WHICH  ARE  IN  EARLY 

PLANNING  OR  ARE  UNCERTAIN 

(HAVE  SITES) 

Fuels  Desulfurization  ^ 

.  Brunswick,  Ga 

200 

do 

1976 

Pittston  < 

.  Eastport,  Maine 

250 

do 

1976 

Hampton  Roads  Energy  Co.« 

Norfolk,  Va. 

180 

do 

1976 

Pacific  Resources 

Portland,  Oreg 

50 

do 

100 

1976 

1  Late. 

■  Second  quarter. 

3  First  quarter. 

<  Projects  which  were  announced  before  the  President's  April  1973  Energy  Message. 

ANNOUNCED  U.S.  REFINERY  EXPANSIONS  AND  NEW  PLANTS 


Company 


Location 


Million 

Invest- 

barrels 

ment 

per  day 

Expansion 

dollars  in 

Comple- 

crude oil 

or  new 

millions 

tion  date 

Ingram  (Northeast  Petroleum) San  Francisco  Plantation 

(La.). 

Mobil.. Joliet,  111 

Do Torrance,  Calif 

New  England  Petroleum  i Oswego,  N.Y 

Crown  Central  Petroleumi. Morley  Creek,  Md 


PROJECTS  WHICH  ARE  UNCER- 
TAIN OR  IN  EARLY  PLANNING 
(NO  SITES) 

North  American  Oil Alabama 

Ashland  Oil' Near  Ashland,  Ky 

Supermarine' Near  Paulsboro,  N.J... 

Biggs  Oil  Co Maine/New  Hampshire. 


200    New 300       1976 

50/60    Expansion 

25 do 

150    New 1975 

100 do 1976 


120 do. 100/200        1976 

100 do 

100 do 

100 do. 


1  Projects  whicfi  were  announced  before  the  President's  April  1973  Energy  Message. 
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Question  10.  On  page  65  of  the  transcript,  tchat  remedial  action  would  the 
Department  of  the  Interior  propose  to  Congress,  assuming  it  loas  vested  with 
lead  agency  responsiUlity  under  the  enacted  legislation,  and  assuming  all 
coastal  states  opposed  siting  of  deepwater  facilities  off  their  shores?  Should 
not   some   provisions   be   made  in   the   hill   to    take   care   of   this   eventuality 

albeit  remote?  m  ^v  • 

Answer.  If  all  coastal  States  opposed  siting  of  deepwater  ports  ofC  their 
coasts,  the  question  of  whether  the  national  need  for  energy  would  justify  a 
Federal  preemption  of  the  traditional  rights  of  States  to  regulate  the  land 
and  water  under  their  jurisdiction  would  have  to  be  addressed.  In  view  of 
the  delicacy  of  this  issue  and  the  remoteness  of  the  possibility  that  all 
coastal  States  will  oppose  deepwater  ports  off  their  coasts  we  do  not  feel 
that  the  issue  should  be  addressed  in  this  legislation. 

Question  11.  Supply  for  the  record  your  answers  to  Congressman  Doigeils 
questions  on  pages  73  and  14  of  the  transcript. 

Page  73,  lines  4  thru  12 :  .  „    ,       , 

Answer.  Where  existing  legislation,  as  administered  the  various  Federal 
agencies,  is  applicable  to  the  construction  operation  of  a  deepwater  facility 
off  our  shores  and  beyond  the  3  mile  limit,  the  appropriate  Federal  agencies 
will  continue  their  administration.  Section  104(c)  of  H.R.  7501  expressly 
states  that  the  Secretary  will  not  issue  a  license  under  this  Act  until  he  has 
been  notified  by  such  agencies  that  the  application  meets  the  requirements 
of  the  laws  which  they  administer. 

Page  73,  lines  13  thru  18: 

Answer.  None  of  the  existing  legislation  clearly  authorizes  the  issuance 
of  permits  (or  licenses)  for  deepwater  ports  beyond  our  territorial  sea.  To 
remove  any  question  of  legal  authority,  such  licensing  authority  has  been 
requested.  .   .  . 

The  statutes  referred  to  determine  how  various  agencies  govern  activities 
or  facilities  at  ports  along  our  coasts.  These  same  authorities — for  the  same 
agencies— will  be  necessary  for  deepwater  ports.  If  these  ports  are  to  be 
governed  appropriately,  the  same  authorities  should  apply,  and  the  admin- 
istrations bill  would  extend  each  agency's  authority  to  this  effect,  and  In- 
terior would  not  issue  the  license  until  it  gets  other  agencies'  approvals  on 
those  portions  of  the  application  where  they  have  jurisdiction. 

Question  12.  On  page  77  of  the  transcript,  the  Department  of  the  Interior 
recognised  the  need  for  and  apparently  adopted  the  position  that  both  the 
proposed  national  land  use  legislation  and  the  existing  Coastal  Zone  Manage- 
ment Act  of  1972  shall  exist  separately  and  that  the  Administration,  at  the 
insistence  of  the  Department  of  Commerce,  concurred  in  this  position.  Is  this 
position  cnnsi.^tent  xvith  the  previously  stated  administration  position  in 
regard  to  national  land  use  legislation? 

Answer.  The  decision  to  make  the  national  coastal  zone  and  land  use  pro- 
grams separate  was  made  by  the  Congress.  The  Departments  of  Commerce 
and  Interior,  as  well  as  the  administration  as  a  whole  has  recognized  this 
since  the  passage  of  the  Coastal  Zone  Management  Act.  When  the  act  was 
signed.  President  Nixon  stated  that  he  had  preferred  the  enactment  of  the 
proposed  Land  Use  Policy  and  Planning  Assistance  Act  but  that  the  coastal 
zone  measure  should  become  law  as  a  first  step  towards  the  implementation  of 
national  land  use  legislation. 

At  the  request  of  the  Department  of  Commerce  and  with  the  specific  urging 
of  the  Department  of  the  Interior,  the  administration  has  asked  the  Congress 
to  appropriate  $5  million  for  grants  to  the  States  under  section  30.5  of  the 
Coastal  Zone  Management  Act,  for  fiscal  year  1974. 

The  pa.ssage  of  land  use  legislation  will  provide  essential  additional 
assistance  to"  the  States  to  deal  with  land  use  problems  and  critical  areas 
outside  the  coastal  zone  including  those  land  uses,  which  though  located  in 
upland  areas,  may  affect  coastal  areas.  It  is  clear  that  the  land  use  policy 
and  planning  assistance  and  the  coastal  zone  legislation  should  be  admin- 
istered by  their  respective  departments  in  such  a  way  as  to  encourage  the 
States  to  develop  a  planning  and  regulation  scheme  which  is  consistent  with 
the  purposes  and  requirements  of  both  acts. 

[WhereAipon,  at  12 :15  p.m.,  the  committee  recessed  until  1 :30  p.m., 
of  the  same  day.] 
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AFTERXOOX    SESSION 


Mr.  DowxixG  [presiding].  The  committee  will  come  to  order. 

This  afternoon  we  resume  hearings  on  H.R.  5091  and  H.R.  5898, 
the  offshore  ports  and  terminal  legislation. 

We  are  pleased  to  have  with  us  this  afternoon  the  Honorable  John 
Xorton  Moore,  Counselor  on  International  Law,  U.S.  Department 
of  State. 

Mr.  Moore,  it  is  always  a  pleasure  to  have  you,  and  if  you  will 
proceed  with  j'our  statement,  we  will  appreciate  it. 

STATEMENT  OF  JOHN  NORTON  MOORE,  COUNSELOR  ON  INTERNA- 
TIONAL LAW,  TJ.S.  DEPARTMENT  OF  STATE;  ACCOMPANIED  BY 
RICHARD  K.  BANKS,  OFFICE  OF  MARITIME  AFFAIRS.  DEPART- 
MENT OF  STATE,  AND  STUART  FRENCH,  DIRECTOR,  LAW  OF 
THE  SEA  TASK  FORCE,  DEPARTMENT  OF  DEFENSE 

Mr.  MooRE.  Mr.  Chairman  and  members  of  the  committee,  thank 
you  very  much. 

Though  I  am  testifying  on  behalf  of  the  Departrnent  of  State 
this  afternoon,  the  testimony  has  been  coordinated  with  the  inter- 
agency task  force  on  the  Law  of  the  Sea. 

I  am  accompanied  this  afternoon  by  ]Mr.  Richard  Banks,  Acting 
Director  of  the  Office  of  Maritime  Affairs  Section  of  the  Department 
of  State,  and  Mr.  Stuart  French,  the  Director  of  the  Law  of  the 
Sea  Task  Force  of  the  Department  of  Defense,  and  -Mr.  Myron 
Nordquist  is  in  the  audience  if  I  need  him. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  this 
Committee  to  discuss  some  of  the  international  law  issues  raised  by 
the  proposed  construction  and  operation  of  deepw^ater  port  facilities. 
As  you  are  well  aware,  the  subject  is  a  complicated  one  wdiich  touches 
upon  many  political,  legal,  economic,  and  environmental  considera- 
tions. Pursuant  to  the  Presidential  message  on  energy,  the  adminis- 
tration transmitted  proposed  legislation  to  the  Congress  entitled  the 
"Deepwater  Port  Facilities  Act  of  1973."  The  transmittal  letter, 
signed  by  the  Acting  Secretary  of  the  Interior,  contained  a  para- 
graph particularly  relevant  to  the  international  issues  which  we  will 
be  considering  this  morning.  The  paragraph  read: 

The  construction  and  operation  of  proposed  deepwater  port  facilities  will 
not  unreasonably  interfere  with  international  navigation  or  other  reasonable 
uses  of  the  high  seas.  Such  construction  and  operation  and  regulation  of 
related  activities  will  constitute  a  reasonable  exercise,  fully  consonant  with 
the  principle  of  freedom  of  the  high  seas  and  will  be  consistent  with  inter- 
national ojjligations  of  the  United  States. 

The  administration's  bill  provides,  in  its  first  section,  that  the 
construction  and  operation  of  such  facilities  by  licensed  LT.S.  citi- 
zens would  be  a  reasonable  use  of  the  high  seas  in  accordance  with 
international  law.  The  bill  also  states  the  corollary  in  that  nothing 
in  the  act  shall  be  deemed  to  affect  the  legal  status  of  the  high  seas, 
the  superjacent  airspace,  or  the  seabed  and  subsoil,  including  the 
Continental  Shelf.  Other  provisions  throughout  the  administration's 
bill  are  designed  to  implement  the  fundamental  approach  that  the 
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construction  and  regulation  of  deepwater  port  facilities  is  a  reason- 
able use  of  the  high  seas. 

The  rationale  for  our  position  is  found  in  the  Convention  on  the 
High  Seas  which  represented  a  codification  of  existing  rules  of  in- 
ternational law.  Article  2  reads : 

The  high  seas  being  open  to  all  nations,  no  State  may  validly  purport  to 
subject  any  part  of  them  to  its  sovereignty.  Freedom  of  the  high  seas  is 
exercised  under  the  conditions  laid  down  by  these  articles  and  by  the  other 
rules  of  international  law.  It  comprises,  inter  alia,  both  for  coastal  and  non- 
coastal  States : 

1.  Freedom  of  navigation ; 

2.  Freedom  of  fishing; 

3.  Freedom  to  lay  submarine  cables  and  pipelines ; 

4.  Freedom  to  fly  over  the  high  seas. 

These  freedoms,  and  others  which  are  recognized  by  the  general  principles 
of  international  law,  shall  be  exercised  by  all  States  with  reasonable  regard 
to  the  interests  of  the  other  States  in  their  exercise  of  the  freedom  of  the 
high  seas. 

Consequently,  the  freedom  to  undertake  new  high  seas  uses  based 
on  general  principles  would  have  to  be  exercised  with  reasonable 
regard  for  other  high  seas  users,  and  in  conformity  with  the  High 
Seas  Convention  and  any  other  rules  of  international  law.  The 
question  of  reasonableness  is  determined  by  looking  at  all  relevant 
factors.  It  would  be  necessary,  for  example,  to  insure  that  deepwater 
port  facilities  did  not  unreasonably  interfere  with  the  high  seas 
freedom  including  navigation,  fishing,  laying  submarine  cables  and 
pipelines  and  overflight.  In  fact,  a  properly  located  facility  could 
be  said  to  enhance  navigation  as  it  would  reduce  the  chances  of 
vessel  collision  and  pollution  of  the  marine  environment  in  heavily 
congested  coastal  areas. 

It  is  essential  to  keep  in  mind  that  the  United  States  could  not 
under  the  reasonableness  approach  claim  sovereignty  to  the  area  in 
which  the  deepwater  port  facility  is  located.  To  do  so  would  be  a 
territorial  appropriation  of  a  high  seas  area  specifically  prohibited 
by  international  law.  Instead,  the  United  States  would  be  exercising 
the  international  legal  right  to  make  a  permissible  use  of  the  high 
seas.  By  giving  the  most  careful  consideration  to  relevant  interna- 
tional rules  and  practices  on  the  high  seas,  the  United  States  could 
construct  and  regulate  the  operation  of  a  deepwater  port  facility 
on  the  high  seas.  This  approach  recognizes  the  vitality  of  interna- 
tional law  and  illustrates  the  wisdom  of  maintaining  the  flexible 
high  seas  doctrine  over  as  broad  an  area  as  possible.  Competitors 
for  the  same  ocean  area  can  be  accommodated  so  long  as  they  reason- 
ably take  into  account  each  other's  rights  and  interests. 

The  cautious  and  restrained  course  of  action  contemplated  by  the 
administration  should  be  internationally  acceptable.  In  other  words, 
we  do  not  plan  to  interfere  unduly  with  the  rights  of  other  high 
seas  users  in  authorizing  U.S.  citizens  to  construct  deepwater  port 
facilities  beyond  our  territorial  sea.  We  intend  to  regulate  the  use 
of  the  facility  and  protect  our  right  to  exercise  high  seas  freedoms 
in  a  manner  fully  consistent  with  accepted  maritime  practices  and 
general  principles  of  international  law. 

There  is  a  distinction  to  be  made  between  foreign  flag  vessels  using 
the  deepwater  ports  and  those  merely  navigating  in  the  vicinity  of 
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such  facilities.  For  the  former  category  another  basis  for  resriilatioii, 
in  addition  to  protection  of  the  licensing  States  exercise  of  its  reason- 
able use  rights,  is  the  authority  of  the  licensing  State  to  condition 
use  of  the  facility  on  compliance  with  reasonable  regulations,  includ- 
ing acceptance  of  its  general  jurisdiction  for  such  purposes.  In  the 
absence  of  accepting  such  conditions,  use  of  the  facility  could  be 
denied.  For  the  second  category — vessels  not  using  the  facility — 
the  coastal  State  would  be  entitled  to  take  measures  necessary  to 
protect  its  reasonable  use  of  the  high  seas.  Certainly  with  respect 
to  navigational  safety  around  the  deepwater  port  facility,  the  most 
effective  way  to  achieve  uniform  international  rules  would  be  to 
seek  appropriate  traffic  regulations  through  I^MCO,  which  has  con- 
siderable experience  and  expertise  in  such  matters. 

jMr.  Chairman,  the  question  of  accommodating  various  uses  of 
ocean  space  is  one  of  the  major  tasks  of  the  upcoming  Law  of  the 
Sea  Conference.  As  you  know,  the  Conference  is  scheduled  to  begin 
this  fall  with  a  2- week  organizational  session  followed  by  substantive 
negotiations  in  Santiago,  Chile,  in  April-May  1974.  The  United 
States  has  continually  stressed  the  need  for  a  compulsory  dispute 
settlement  mechanism  to  resolve  conflicting  use  problems.  In  addi- 
tion, item  18  on  the  list  of  subjects  and  issues  for  the  Law  of  the 
Sea  Conference  is  entitled  "artificial  Islands  and  installations".  Con- 
sequently, the  U.S.  delegation  will  be  working  towards  a  codifica- 
tion of  the  U.S.  approach  on  deepwater  port  facilities  in  the  com- 
prehensive Law  of  the  Sea  treaty,  particularly  with  a  view  to  en- 
sui'ing  safety  of  navigation  in  the  vicinity  of  such  facilities. 

Mr.  Chairman,  the  construction  and  regulation  of  deepwater  port 
facilities  raises  extraordinarily  complicated  issues  of  international 
law.  I  realize  that  my  discussion  this  afternoon  has  dealt  with  only 
the  broadest  parameters  of  the  subject.  It  is  difficult  to  analyze  the 
issues  in  the  abstract  for  the  international  rules  and  principles  vary 
depending  upon  the  factual  situation.  For  example,  regulations  gov- 
erning artificial  islands  with  permanent  inhabitants  might  be  sub- 
stantially different  from  those  which  would  be  acceptable  for  a 
single-point  monobuoy.  In  any  case,  the  freedom  of  the  high  seas 
approach  is  sufficiently  flexible  to  accommodate  a  variety  of  ncAV 
uses  of  the  oceans.  The  United  States  must,  however,  proceed  care- 
fully to  insure  that  the  interests  of  other  States  affected  by  our 
actions  in  selected  high  seas  areas  are  fully  taken  into  account. 

Thank  you  for  the  opportunity  to  discuss  some  of  the  international 
law  aspects  related  to  the  construction  and  regulation  of  deepwater 
port  facilities.  This  subject  is  an  extremely  important  one  which 
warrants  prompt  and  thorough  attention  by  the  Congress. 

Mr.  Downing.  Thank  you,  Mr.  Moore. 

Mr.  Moore,  you  stated  that  this  superport  would  not  have  a 
sovereign  status.  I  am  a  little  in  doubt  as  to  what  status  it  does 
enjoy,  sitting  out  there  in  international  waters. 

It  would  be  U.S.  owned,  of  course. 

Mr,  MooRE.  Surely. 

Mr.  Downing.  What  goes  along  with  that  type  of  ownership  ? 

Mr.  Moore.  I  think  the  important  point  is  that  this  would  not 
be  an  appropriation  of  sovereignty  of  the  area  under  Article  2  of  the 
Hign  Seas  convention. 
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It  would  be  a  facility  subject  to  the  jurisdiction  of  the  constructing 
State,  in  this  case  the  United  States  so  that  with  respect  to  regula- 
tion of  activities,  for  example,  on  the  superport  or  in  surrounding 
areas,  they  would  be  subject  to  reasonable  regulations  related  to 
what  is,  in  essence,  a  reasonable  use  of  the  high  seas. 

Mr.  Downing.  Now,  you  state  that  this  is  on  the  agenda  for  the 
Law  of  the  Sea  conference  and  presumably  will  be  discussed  then. 

Do  you  think  that  our  going  forward  with  this  legislation  con- 
stitutes unilateral  action  on  the  part  of  the  United  States? 

Mr.  Moore.  'Mr.  Chairman,  this  is  a  difficult  case,  a  sensitive  issue, 
and  it  is  one  that  we  need  to  weigh  very  carefully  with  respect  to 
each  problem. 

There  are  a  number  of  different  problems  that  I  know  you  are  very 
aware  of,  with  respect  to  which,  under  our  own  interpretation  of 
international  law,  we  are  permitted  to  go  ahead  and  take  the  action. 

One,  for  example,  is  the  question  of  mining  of  seabed  manganese 
nodules  as  a  reasonable  high  seas  freedom. 

Second  may  be  the  question  of  extension  of  straight  baselines  with 
respect  to  the  fisheries  contiguous  zone,  a  bill  upon  which  I  testified 
before  a  subcommittee  of  this  committee  yesterday. 

I  think  in  each  case  the  assessment  that  must  be  made  with  respect 
to  that  legislation  is  the  impact  in  general  it  would  have  on  the 
Law  of  the  Sea  negotiations;  in  each  case  the  question  of  how  dif- 
ferent it  is  from  past  practices,  the  extent  of  the  practice,  the  ques- 
tion of  whether  it,  in  fact,  would  be  confirming  high  seas  freedoms 
or  possibly  confirming  unilateral  extensions  of  coastal  State  juris- 
diction. 

In  all  of  those  situations  we  try  to  balance  what  the  impact  would 
be  on  the  Law  of  the  Sea  convention,  and  my  assessment  is  that 
in  this  particular  case,  this  is  not  a  controversial  measure.  This  is 
one  that  would  be  broadly  supported  by  all  States  and  it  would  not 
prejudge  the  Law  of  the  Sea  conference  or  be  viewed  by  other 
States  as  a  provacative  measure. 

Mr.  Downing.  Now,  we  are  told  that  there  are  approximately  100 
of  these  offshore  ports  scattered  around  the  world. 

Have  we  built  up  any  precedent  of  law  insofar  as  those  existing 
ports  are  concerned? 

Mr.  MooRE.  I  wish  that  I  could  say  that  we  would  put  it  primarily 
on  those  over  100  single  point  monobuoy  systems,  but  our  research 
indicates  that  those  are  basically  located  within  the  territorial  waters 
or  to  the  extent  that  some  of  these  facilities  are  located  beyond  areas 
of  claimed  territorial  waters,  they  are  explicitly  related  to  explora- 
tion and  exploitation  of  continental  shelf  resources  and  would  there- 
by clearly  be  facilities  under  article  5(2)  of  the  Continental  Shelf 
convention. 

On  the  other  hand,  I  think  there  is  a  very  clear  legal  case  for 
the  lawfulness  of  the  construction  of  the  superports  beyond  the  ter- 
ritorial sea. 

Article  2  of  the  High  Seas  convention  makes  it  very  clear  that 
through  the  use  of  "intervalia",  that  the  listing  is  not  an  exclusive 
listing  of  high  seas  freedom. 

In  the  commentary  to  article  2  the  International  Law  Commission 
underlines  that  the  basic  theory  on  which  it  was  proceeding  was 
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residual  high  seas  freedoms.  Reasonable  specific  use  of  the  high  seas 
underlines  that  approach. 

There  is,  in  fact,  a  recent  amendment  to  a  1954  IMCO  convention 
on  prevention  of  pollution  of  the  sea  by  oil  which  strongly  sug- 
gests that  the  nations  of  the  world  hold  in  mind  the  possibility 
of  such  deepwater  port  facilities  beyond  the  territorial  sea. 

That  amendment  specifies  that  in  case  a  foreign  flag  vessel  subject 
to  the  convention  does  not  comply  with  the  amendment,  the  coastal 
State  may  deny  such  a  tanker  access  to  ports  in  its  territorial  waters 
or  to  offshore  terminals  under  its  control. 

That  is,  in  fact,  a  1971  amendment  which  has  been  submitted  to 
the  Senate  for  ratification  and  consent  of  the  1954  convention. 

Again,  there  is  substantial  evidence  that  this  is  accepted  today  in 
customary  or  in  treaty  international  law. 

In  addition  to  that,  customary  international  law  has  supported 
for  years  the  reasonable  use  of  the  high  seas  other  than  those 
enumerated. 

For  example,  the  anchoring  of  flagships  over  the  continental  rnar- 
gin,  beyond  the  territorial  sea  which  has  been  commonplace,  might 
also  be  viewed  as  some  kind  of  appropriation,  but,  in  fact,  is  very 
similar  to  a  single  point  monobuoy  in  terms  of  the  basic  principle 
of  the  freedom  of  the  high  seas. 

Lastly,  I  think  it  might  be  pointed  out  that  Article  9  of  the 
convention  on  the  Territorial  Sea  and  the  contiguous  zone  made 
reference  to  the  possibility  of  roadsteads  located  either  partly  within 
or  completely  outside  the  territorial  sea. 

Those  were  areas  in  which  normally  loading,  unloading,  and 
anchoring  of  ships  would  take  place,  and  they  would  be  assimilated 
into  the  territorial  sea. 

We  do  not  believe  this  is  a  roadstead.  We  are  not  urging  that.  We 
are  not  urging  this  would  be  part  of  the  territorial  sea  of  the  United 
States,  but  we  do  think  that  the  basic  purpose,  the  thrust  behind 
article  9,  also  supports  the  principal  basis  of  jurisdiction  here  which 
is  reasonable  use  of  the  high  seas. 

Mr.  Downing.  Could  a  foreign  passenger  disembark  at  the  super- 
port  and  walk  around  without  a  passport? 

Mr.  Moore.  That  is  an  interesting  question.  I  would  assume  that 
he  would  be  subject  completely  to  the  jurisdiction  of  the  United 
States,  and  I  suspect  that  we  would  wish  to  have  normal  immigra- 
tion rules  apply  there. 

I  am  not  sure,  frankly,  as  to  whether  a  passport  would  be  required. 
It  would  make  sense  in  that  case.  The  only  thing  I  am  sure  of  is 
it  would  be  subject  to  the  jurisdiction  of  the  United  States  and  we 
could  certainly  require  a  passport  if  we  wish  to. 

Mr.  Downing.  Does  the  prospect  of  possible  cutojffs,  by  some  of 
these  Middle  East  countries,  of  oil  to  the  United  States  concern  you? 

Mr.  MooRE.  Yes,  it  certainly  does.  I  think  the  question  of  con- 
tinuing supply  from  all  sources  is  one  that  is  of  major  interest  and 
concern  to  us,  and  it  is  one  of  the  reasons  that  we  are  trying,  in 
the  law-of-the-sea  negotiations,  to  establish  a  reasonable  regime  for 
stability  of  investment  and  for  protection  of  the  integrity  of  in- 
vestment that  will  avoid  the  kind  of  problems  that  we  have  had  in 
investments  made  on  land. 
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Mr.  Downing,  Are  there  any  other  si^inificant  international  legal 
problems  that  may  exist,  and  if  so,  do  you  have  any  solution  for  them  ? 

Mr.  Moore.  Well,  I  would  point  out  that  in  the  past  some  of  the 
commentators  have,  from  time  to  time,  indicated  that  there  may 
be  a  restriction  in  international  law  in  construction  of  such  deepwater 
facilities. 

The  argument  which  they  use  is  to  refer  to  article  5,  subparagraph 
2,  of  the  Continental  Shelf  Convention. 

That  article  basically  indicates  that  the  coastal  State  may  con- 
struct on  its  continental  margin  facilities  that  are  necessary  to  the 
exploration  and  exploitation  of  resources  arising  from  its  margin. 

Their  argument  is  that  because  there  is  no  mention  made  of  any 
other  purpose  that  it  might  be  unlawful  in  international  law  to  have 
such  deepwater  port  facilities  not  immediately  related  to  exploitation 
of  Continental  Shelf  margin  resources. 

I  think  that  is  simply  a  misconception.  It  is  a  misreading  of  inter- 
national law  and  the  conventions. 

There  is  nothing  exclusive  in  the  Continental  Shelf  Convention 
on  that.  It  simply  makes  it  very  clear  that  one  particular  kind  of 
structure  is  lawful  under  that  Convention.  There  is  not  any  kind 
of  negative  implication — other  kinds  of  reasonable  high  seas  use 
would  be  permitted. 

For  years  we  have  had  light  ships  anchoring  beyond  the  terri- 
torial sea  over  the  margin.  So  I  think  the  argument  is  simply  a 
misconception,  but  I  raise  it  here  because  it  is  one  that  from  time 
to  time  has  been  advanced. 

I  think  it  should  also  be  made  very  clear  that  the  doctrine  of 
reasonable  use  of  the  high  seas  carries  with  it  the  authority  to  take 
measures  reasonably  related  to  the  operation  and  use  of  the  facility 
itself,  for  example,  closely  related  in  surrounding  areas. 

All  of  this,  like  all  of  law,  would  be  subjected  to  the  highest  and 
most  difficult  test  of  all,  and  that  is  the  reasonableness  in  context 
which  has  to  be  the  test  really  of  all  law. 

I  think  it  is  very  clear  there  is  a  substantial  legal  case  under 
international  law  for  that  kind  of  regulation. 

One  other  point  I  would  like  to  clarify.  The  bill  which  the  ad- 
ministration has  introduced  indicates  that  if  a  foreign  ship  uses  the 
deepwater  port  facility,  that  the  foreign  flag  vessel  is  deemed  to 
consent  to  United  States  jurisdiction  for  purposes  of  use  of  that 
facility. 

I  think  that  has  a  very  clear  b?sis  in  international  law.  It  simply 
is  that  if  you  have  a  port  you  can  require  others  to  meet  certain 
conditions  as  a  condition  for  use  of  that  port. 

There  is  no  question  about  it. 
^  That  is  not,  however,  the  sole  international  legal  basis  for  regula- 
tion and  use  of  operation. 

The  second  basis  and  the  primary  basis  is  really  a  question  of 
reasonable  use  and  making  regulations  that  relate  reasonably  to 
the  use  and  protection  and  operation  of  that  facility. 

I  think  that  the  best  way  to  make  particular  kinds  of  safety 
regulations  will  be,  in  the  long  run,  through  the  facilities  of  IINICO 
which  has  a  great  deal  of  experience  in  that  kind  of  regulation. 

Mr.  Downing.  Thank  you  very  much,  Mr.  Moore. 
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Mr.  du  Pont? 

Mr.  DU  Pont.  Thank  you,  Mr.  Chcairman. 

I  apologize  for  coming  in  late.  Perhaps  m}^  first  question  has  al- 
ready beeen  answered  in  response  to  questions  from  the  Chairman, 
but  would  it  be  possible  for  a  foreign  nation  to  build  a  superport 
13  miles  off  our  coast? 

Mr.  MooRE.  Well,  I  would  like  to  make  clear  in  answering  your 
question,  that  that  is  not  the  legal  issue  which  we  face  with  respect 
to  this  bill,  which  is  concerned  with  licensing  U.S.  citizens  to  build 
such  facilities  off  our  coast. 

Mr.  DU  Pont.  Well,  I  understand  that,  but  one  alternative  for  a 
U.S.  citizen  who  could  not  get  licensed  by  this  bill  would  be  to  get 
licensed  by  the  Government  of  Saudi  Arabia  to  put  one  in  the  same 
place. 

Mr.  MooRE.  I  realize  that  is  not  your  question,  but  I  wanted  to 
make  that  distinction  very  clear;  that  is  not  the  basic  issue  in  this 
bill. 

As  a  practical  matter,  I  think  the  problem,  though  it  looks  very 
very  real,  is  for  most  purposes  largely  an  imaginary  horror,  and  it 
is  because  essentially  for  every  purpose  that  you  can  think  of,  there 
has  to  be  some  kind  of  connection  with  the  coastal  State  and,  in 
fact,  for  example,  with  the  deepwater  port  facility  you  have  to  have 
a  pipeline  to  the  shore. 

It  is  very  clear  that  the  coastal  State  in  international  law  has  the 
right  to  regulate  the  landing  of  that  pipeline  in  its  territory  and 
even  once  it  gets  into  the  territorial  sea.  For  all  practical  purposes 
U.S.  citizens  could  not  be  constructing  these  facilities  off  someone 
else's  coast,  and  having  a  pipeline  going  to  the  coast  without  their 
consent  and  vice  versa. 

Another  point  that  I  would  make  under  international  law  is  that 
with  respect  to  interference  with  the  resource  exploration  and  ex- 
ploitation of  the  continental  margin,  we  would  be  talking  about  some- 
body else's  resource  jurisdiction,  whether  they  were  building  it  on 
our  margin  or  whether  w^e  were  building  on  their  margin. 

There  certainly  would  be  a  far  higher  standard  for  making  sure 
that  whatever  the  construction  was  that  there  was  no  interference 
with  the  resource  jurisdiction  of  the  coastal  State. 

Mr.  DU  Pont.  Well,  now,  perhaps  this  is  a  little  outside  your  field, 
but  can  you  define  for  us  exactly  how  far  the  jurisdiction  of  one 
State  goes  as  opposed  to  the  jurisdiction  of  the  United  States? 

Mr,  MooRE.  Well,  that  is,  again,  an  issue  at  least  with  respect  to 
continental  margin  resources  that  has  been  the  subject  of  the  Outer 
Continental  Shelf  Lands  Act,  the  Submerged  Lands  Act  before  that, 
as  well  as  a  number  of  Supreme  Court  decisions.  I  think  in  general, 
it  is  basically  3  miles  except  with  respect  to  Texas  and  Florida  in 
the  gulf  where  it  is  three  marine  leagues,  which  is  approximately 
10.5  miles. 

Mr.  DU  Pont.  So  basically,  a  State  just  has  jurisdiction  to  the  3- 
mile  limit. 

Mr.  MooRE.  That  is  correct,  with  respect  to  continental  margin 
resources. 

Mr.  DU  Pont.  One  final  question  that  is  a  little  bit  off  the  subject 
we  have  been  on. 
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The  administration  has  been  very  strong  for  development  of  some 
kind  of  offshore  facility.  At  the  same  time  the  administration  has 
been  opposed  to  the  deep  sea  bed  mineral  mining  concept.  What  dif- 
ference then  do  you  see  in  the  law  between  those  two  positions? 
Mr.  Moore.  Yes. 

This  is  a  question  that  I  tried  to  answer  briefly  in  a  general  sense, 
when  Congressman  Downing  asked  the  question. 

I  think  "the  starting  point  is  to  recognize  that  in  both  of  those 
cases,  as  well  as  in  the  situation  of  the  bill  I  testified  on  yesterday, 
and  was  opposed  to.  the  question  of  drawing  straight  baselines  for 
the  contiguous  fisheries  zones,  in  all  three  cases,  we  feel  there  is  an 
existing  right  under  international  law  for  those  particular  practices. 
The  interaction  of  the  law-of-the-sea  negotiations  with  respect 
to  all  of  this  legislation  is  something,  I  think,  that  has  to  be  viewed 
in  the  context  in  which  these  uses  are  likely  to  be  widely  and  gen- 
erally accepted  by  the  international  community  of  States;  which  of 
these  in  terms  of  our  relations  with  other  negotiators  is  a  new  legis- 
lative measure  which  at  this  time  is  likely  to  impede  our  ability  to 
negotiate  a  settlement  which  will  be  to  our  own  interest. 

Which  of  these  confirm  additional  high  seas  freedoms  as  opposed 
to  an  extension  which  suggests  unilateral  action  increasing  coastal 
State  jurisdiction? 

It  really  is  a  question  of  looking  at  all  factors  in  each  particular 
case.  AVe  are  looking  closely  at  the  other  situations. 

In  this  case,  I  am  reasonably  confident  that  there  will  not  be  ad- 
verse consequences  in  the   law-of-the-sea  negotiations   that   would 
prejudice  the  U.S.  interest  in  superport  construction. 
Mr.  Du  Pont.  Thank  you. 
Mr.  Downing.  Mr.  Breaux? 
]\Ir.  Breaux.  Thank  you,  Mr.  Chairman. 
Thank  you,  Mr.  Moore,  for  your  testimony. 

Regarding  the  question  of  jurisdiction,  I  am  interested  in  who 
would  obtain  jurisdiction,  for  instance,  in  the  case  of  an  oil  spill 
that  occurred  in  or  around  the  superport. 

Mr.  Moore.  I  think  the  regulating  power  of  the  deepwater  port, 
the  regulating  State,  which  under  this  bill  would  be  the  United 
States,  certainly  would  have  jurisdiction  to  deal  with  an  oil  spill 
resulting  from  the  operation  of  the  deepwater  facility. 

In  addition,  I  think  the  normal  international  legal  rule  would 
apply,  that  if  at  any  point  a  State  through  an  activity  under  its 
control,  causes  damage  to  another  State  which  would  be  unreasonable, 
which  would  violate  international  law,  then,  of  course,  there  would 
be  an  opportunity  and  obligation  to  make  compensation  to  the  other 
State. 

It  is  simply  the  classic  principle  of  the  Trail-Smelter  case,  the 
arbitration  between  the  United  States  and  Canada. 

Mr.  Breaux.  Would  it  make  a  difference  if  the  spill  occurred  be- 
fore the  ship  was  docked  so  the  deepwater  port  docking  facility 

Mr.  IMooRE.  I  can  imagine  some  close  cases. 

I  think,  in  general,  if  it  were  anything  associated  at  all  with  the 
use  of  the  deepwater  port  itself,  that  the  coastal  State  would  clearly 
have  jurisdiction  to  deal  with  that. 
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If  it  were  something  that  really  had  nothing  to  do  with  the  deep- 
water  port  facility,  was  simply  a  passing  vessel  that  had  some  kind 
of  an  oil  spill,  then  it  might  be  a  close  case  as  to  whether  there  would 
be  prescriptive  competence  or  whether  normal  IMCO  rules  for  vessel 
source  pollution  would  apply. 

Mr.  Breaux.  Getting  away  from  the  issue  of  oil  spills,  what  about 
ordinary  cases  that  arise  on  this  type  of  facility  in  the  Gulf  Coast 
States,  for  instance,  as  far  as  accidents  are  concerned;  accidents 
that  happen  when  men  are  working  on  the  facility  itself,  or,  for 
example  cases  concerning  criminal  laws  and  civil  laws? 

Would  U.S.  law  apply?  Would  adjoining  individual  State  laws 
apply  or  have  vou  considered  that  particular  question  ? 

Mr.  Moore.  Certainly,  with  respect  to  U.S.  law  applying,  versus 
the  law  of  some  other  nation,  U.S.  law  would  apply. 

There  are  a  number  of  different  things  as  basis  for  that.  One  is 
the  certainty  that  if  we  were  regulating  our  citizens  we  have  juris- 
diction under  international  law  to  regulate  their  activities. 

Secondly,  we  can  regulate  the  activities  that  occur  on  this  struc- 
ture which  is  our  property. 

It  is  really  for  those  purposes  I  think,  so  closely  similar  to  a  flag- 
ship or  similar  to  a  lighthouse,  that  would  be  built  on  submerged 
rocks  beyond  your  territorial  sea. 

In  addition  to  that,  to  the  extent  that  we  require  the  vessels 
flying  other  flags  to  consent  to  the  jurisdiction  of  the  United  States 
as  a  condition  for  using  the  port,  there  would  be  no  question  but 
that  those  using  the  port  would  be  subject  to  U.S.  law. 

Finally,  with  respect  to  activities  that  impinged  upon  and  measures 
that  were  taken  by  the  coastal  State  that  were  reasonably  necessary 
to  protect  the  operation  of  the  deepwater  port  facility,  1  think  you 
would  not  need  consent  by  some  other  State.  Your  laws  would,  in 
fact,  apply. 

As  to  the  question  of  State-Federal  relations,  I  frankly  have  not 
studied  that  issue  and  I  am  not  certain  what  the  answer  under  the 
act  in  that  case  would  be. 

Mr.  Breaux.  It  might  be  that  that  point  could  be  addressed  later. 
It  is  of  some  concern  to  officials  in  the  gulf  coast  area,  which  indi- 
vidual State  laws  would  apply  to  accidents  or  anything  else  appli- 
cable to  the  deepwater  port  itself  ? 

Mr.  Moore.  Section  111  provides  that  the  constitution  and  the  laws 
and  treaties  of  the  United  States  shall  apply  to  the  deepwater  port 
facilities  licensed  under  the  act. 

There  is  an  additional  provision  here.  To  the  extent  that  they  are 
applicable  and  not  inconsistent  with  the  act  or  with  the  other  Fed- 
eral laws  and  regulations  now  in  effect  or  hereafter  adopted,  the 
civil  and  criminal  laws  of  the  nearest  State  are  declared  to  be  the 
law  of  the  United  States  for  such  facility. 

It  is  again,  basically,  the  laws  of  the  nearest  coastal  State  subject 
to,  in  essence,  preemption  by  inconsistent  Federal  provisions. 

Mr.  Breatjx.  One  final  question. 

Someone  made  a  point  to  the  effect  that  other  deepwater  ports 
have  subjected  their  national  laws  to  all  users  of  those  port  facilities. 

Is  that  not  what  you  are  saying,  that  we  should  be  consistent  and 
do  the  same  thing? 
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Mr.  Moore.  Yes ;  I  would  say  that  we  would  expect  our  laws  would 
apply  to  all  persons  using  the  deepwater  port  facility. 

Mr.  Breaux.  But  is  not  the  distinction  being  on  all  these  other 
deepwater  ports,  that  are  presently  located  in  territorial  waters  off 
a  country,  whereas  this  will  be  in  the  Outer  Continental  Shelf  area  ? 

Mr.  MooRE.  Well,  this  would  be  off  the  coast  of  the  United  States 
beyond  the  territorial  sea. 

Mr.  Breaux.  That  is  right. 

iNIr.  MooRE.  That  is  the  distinction  physically  as  to  where  they 
are  located. 

I  think  the  legal  basis  for  the  application  of  your  laws,  even  be- 
yond the  territorial  sea,  to  this  kind  of  structure,  as  long  as  it  is 
reasonably  located  in  a  manner  that  takes  account  of  other  interests 
and  use  of  the  high  seas  would  be  perfectly  consistent. 

I  would  like  to  emphasize  that  the  bill  in  a  number  of  places,  as 
has  been  submitted  by  the  administration,  does  make  it  very  clear 
that  one  of  the  points  that  will  be  taken  into  account  in  issuing  li- 
censes is  going  to  be  the  consistency  with  the  United  States  inter- 
national obligations  in  making  sure  that  this  facility  remains  a  rea- 
sonable use  which  reasonably  accommodates  the  interest  of  all  States 
in  freedom  of  the  high  seas. 

Mr.  Breaux.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Downing.  Madam  Chairman,  do  you  have  any  questions? 

The  Chairman.  At  this  point,  no. 

Mr.  Downing.  Mr.  Snyder? 

Mr.  Sntder.  Just  one  or  two. 

The  witness  this  morning  indicated  there  were  about  100  of  these 
deepwater  ports  around  the  world. 

Do  you  know  how  many  are  located  in  what  we  refer  to  as  inter- 
national waters? 

Mr.  Moore.  The  figures  that  I  have  are  very  rough  on  this  but  my 
understanding  is  that  approximately  some  40  of  those  are  not  lo- 
cated in  the  claimed  territorial  seas  of  the  States  which  have  con- 
structed them. 

Of  these  40  or  so,  again  my  understanding  is  that  all  of  those  are 
facilities  that  are  related  to  exploration  and  exploitation  of  Conti- 
netal  margin  resources  so  they  could  come  under  article  5,  subpara- 
graph 2,  of  the  Continental  Shelf  Convention. 

But  again,  we  think  there  is  a  very  sound,  adequate  legal  basis 
quite  apart  from  article  5(2)  of  the  Convention. 

Mr.  Snyder.  Do  you  know  of  any  that  do  not  have  connected  with 
them  any  exploration? 

Mr.  MooRE.  Beyond  the  claimed  territorial  sea?  I  do  not,  at  this 
point. 

]\Ir.  Snyder.  So  that  there  are  no  examples  of  resolved  situations 
insofar  as  specifically  what  we  are  talking  about  in  this  legislation 
or  in  the  administration's  bill. 

Mr.  MooRE.  With  respect  to  the  single  point  monobuoys  or  other 
deepwater  port  facilities  not  related  to  exploration  or  exploitation, 
right? 

I  know  of  none. 


79 

I  think  there  are  a  number  of  other  analogies  in  international  law 
that  are  very  close,  and  certainly  make  the  point  of  reasonable  use 
of  the  high  seas. 

Mr.  Sntder.  Would  you  furnish  a  list  of  those  analogies,  or  some 
of  them,  that  might  be  helpful  to  us? 

Mr.  MooRE.  Surely. 

[The  information  follows :] 

Analogies  of  Use  of  the  High  Seas 

Although  there  are  no  direct  precedents  for  the  construction  of  deepwater 
port  facilities  such  as  are  contemplated  in  the  present  legislation,  examples 
of  reasonable  uses  of  the  high  seas  may  be  found  in  the  many  navigational 
aids  utilized  by  coastal  nations.  The  United  States,  for  instance,  has  long 
employed  not  only  buoys  and  beacons  but  also  larger  installations  such  as 
light  ships  for  navigational  purposes.  These  structures — in  efEect  floating 
lighthouses — are  erected  in  areas  where  it  would  be  impracticable  to  con- 
struct regular  lighthouses.  Averaging  about  120  feet  in  length,  the  ships  are 
anchored  in  fixed  positions  and  carry  radio  beacons  and  foghorns.  Since  the 
beginning  of  this  century  the  light  ships  have  been  located  both  within  and 
outside  the  territorial  sea.  Like  other  aids  to  navigation,  they  have  tradi- 
tionally been  regarded  as  falling  under  the  jurisdiction  and  control  of  the 
country  deploying  and  maintaining  tliem. 

Another  analogy  is  the  use  of  the  high  seas  for  scientific  research.  Ocean 
data  acquisition  systems  (ODAS)  at  present  range  in  complexity  from  sim- 
ple drift  bottles  to  so-called  "monster  buoys,"  collections  of  instruments 
mounted  on  a  base  which  can  be  as  large  as  a  destroyer.  In  recent  years  a 
number  of  states  have  begun  to  utilize  increasingly  sophisticated  systems, 
and  with  this  use  have  arisen  problems  relating  to  theft,  collision,  and 
liability.  Aided  by  the  Intergovernmental  Maritime  Consultative  Organiza- 
tion, a  group  of  international  legal  experts  established  by  the  Intergovern- 
mental Oceanographic  Commission  of  UNESCO  submitted  a  draft  conven- 
tion in  1970  aimed  at  clarifying  the  legal  status  of  the  ODAS.  It  is  not  antici- 
pated that  the  plenipotentiary  conference  on  this  convention  will  be  held 
before  the  substantive  session  of  the  Law  of  the  Sea  Conference  scheduled 
for  Santiago  during  April/May  of  1974.  Nonetheless,  draft  articles  of  the 
convention  make  clear  that  a  "reasonable  use"  type  justification  is  envisioned 
for  the  ODAS.  Proposed  articles  would  give  all  states  the  right  to  deploy  or 
authorize  the  deployment  of  ODAS  in  the  high  seas  by  persons  subject  to  its 
jurisdiction,  and  further  provide  that  this  right  of  deployment  will  be  exer- 
cised with  reasonable  regard  for  the  interests  of  other  users  of  the  seas. 

A  more  remote  analogy  to  reasonable  use  may  be  found  in  the  Guano 
Islands  legislation  passed  by  Congress  in  18.56.  Under  this  act  the  President, 
at  his  discretion  and  upon  the  fulfillment  of  certain  statutory  conditions, 
could  declare  islands,  rocks,  or  keys  which  were  not  within  the  jurisdiction 
of  any  other  government  to  appertain  to  the  U.S.  This  meant  that  the  U.S. 
possessed  no  sovereign  or  territorial  rights  but  merely  protected  its  citizens 
in  the  prosecution  of  their  enterprise — the  appropriation  and  disposal  of 
guana.  In  Duncan  v.  Narassa  Phosphate  Company  (137  U.S.  647)  the  Su- 
preme Court  of  the  United  States  said :  "The  whole  right  conferred  upon 
the  discoverer  and  his  assigns  is  a  license  to  occupy  the  island  for  the  pur- 
pose of  removing    (the)    guano." 

One  final  analogy  is  provided  by  roadstead.  These  are  natural  loading  and 
iniloading  points  for  ships,  ordinarily  located  somewhat  closer  to  shore  than 
deepwater  port  facilities  but  often  sited  beyond  the  territorial  sea.  Under 
Article  9  of  the  19.58  Geneva  Convention  on  the  Territorial  Sea  and  Con- 
tiguous Zone,  roadsteads  are  viewed  as  part  of  the  coastal  state's  territorial 
waters.  As  indicated  by  our  earlier  testimony,  we  have  chosen  not  to  attempt 
to  justify  the  construction  of  deepwater  ports  under  the  reasoning  applicable 
to  roadsteads.  However,  roadsteads  do  provide  an  example  of  widely-utilized 
structures  which  may  be  located  outside  the  territorial  sea  and  yet  are 
deemed  by  international  law  to  be  under  control  of  the  coastal  state. 

Mr.  Snyder.  There  is,  as  you  know,  a  dispute  going  on  about  who 
wants  these  and  who  does  not  want  them  off  their  coast.  H.R.  2020 
and  related  bills  would,  in  effect,  give  the  States  the  veto  right  on 
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these.  Does  your  knoAvledge  of  this  indicate  to  you  any  fixed  opinion 
as  to  whether  or  not  there  is  any  legal  basis  for  giving  these  States 
a  veto  right  beyond  the  States  territorial  waters? 

Mr.  MooRE.  There  is  certainly  nothing  inconsistent  with  interna- 
tional law  if  the  United  States  decided  internally  after  it  is  de- 
cided to  have  such  a  facility,  to,  in  a  variety  of  ways,  take  nito 
account  the  interest  of  the  State. 

Mr.  Snyder.  You  say  take  into  account,  but  now  if  the  law  we 
are  talking  about,  the  domestic  law  of  the  United  States,  were  to 
be  enacted,  tliat  gave  a  state  a  veto  power,  would  not  then  the 
United  States  itself  be  unilaterally  giving  a  right  to  a  local  juris- 
diction that  they  would  have  to  have  some  arrangement  with  other 
countries  with,  before  they  could  do  that  ? 

]\Ir.  MooRE.  No,  I  would  think  not. 

I  would  see  no  inconsistency  at  all  under  international  law  once 
the  United  States  has  power 'to  take  particular  action  to  delegate 
that  power  to  one  of  the  states. 

I  would  see  a  problem  under  the  converse  of  that  in  which  a  State 
claimed  exclusive  right  to  make  decisions  to  build  such  superports 
free  of  Federal  regulation. 

I  think  that  could  conceivably  involve  us  in  speaking  with  more 
than  one  voice  to  the  Nation. 

I  think  that  is  not  the  case  on  the  basic  structure  of  the  act:  it  is 
Federal  regulation  which  then  delegates  particular  power,  let  us  say, 
for  the  State  to  say  they  do  not  wish  a  facility  beyond  the  territorial 
sea. 

Mr.  Snyder.  In  other  words,  within  our  international  relations 
you  are  saying  that  it  is  legally  possible  under  international  law 
to  delegate  to  some  local  government  the  right  to  say  yes  or  no  on 
matters  that  might  involve  other  countries. 

Mr.  Moore.  Well,  to  delegate  the  power  to  veto  the  construction  to 
the  local  State,  yes.  I  think  there  is  absolutely  no  problem  under 
international  law  to  do  that.  If  there  were  a  network  of  conventions 
that  came  into  force  at  a  later  date,  that  made  conflicting  obligations 
and  the  States  wished  to  take  affirmative  action  that  would  violate 
those,  we  might  have  a  different  case,  but  there  is  nothing  like  that 
at  all  in  this  situation. 

Mr.  Snyder.  I  am  sorry  I  was  not  here  earlier,  but  I  was  tied  up 
in  another  meeting  and  you  might  have  dealt  with  this. 

Is  this  matter  going  to  be  "dealt  with  at  the  Law  of  the  Sea 
Conference  ? 

Mr.  Moore.  Yes.  Agenda  item  18  deals  with  artificial  structures 
beyond  the  territorial  sea,  so  it  will  be  one  of  the  items  on  the 
agenda  of  the  Law  of  the  Sea  Conference,  and  I  would  anticipate 
that  the  final  convention  is  likely  to  deal  with  this  subject  in  some 
form. 

Mr.  Snyder.  Have  you  discussed  that  earlier  in  your  testimony? 

Mr.  MooRE.  Only  to  mention  it  is  on  the  agenda. 

Mr.  Snyder.  Then  just  pursuing  that  a  little  bit  in  connoctioii 
with  these  other  questions  I  am  asking  you  about.  Would  you  antici- 
pate that  if  some  resolution  is  met  at  the  Law  of  the  Sea  Conference, 
the  situation  mieht  change  in  regard  to  vour  answer  as  to  whether 
or  not  a  coastal  State  could  have  an  overriding  veto. 
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Mr.  jNIoore,  Xo.  At  this  point  the  quostion  of  State-Federal  rela- 
tions, delegating  to  the  States  tlie  autliority  to  say  no,  we  do  not 
Tvish  such  facility  off  our  coast,  there  is  no  international  legal  im- 
plication. 

The  Federal  Government  can  do  that. 

I  would  not  anticipate  any  shift  in  that  in  the  Law  of  the  Sea 
Conference. 

I  would  like  to  empliasize  that  this  is  not  saying  the  converse. 
"We  are  not  saying  that  we  have  a  situation  here  in  which  the  States 
are  individually  free  to  regulate  without  a  basic  Federal  structure 
in  an  unrestrained  fashion,  any  kind  of  structure  beyond  the  terri- 
torial sea. 

I  think  tliat  should  be  subject  to  a  Federal  uniform  approach  as 
is  contained  in  this  act. 

Mr.  Snyder.  Thank  you. 

Mr.  Downing.  Counsel  has  a  question. 

IVIr.  Hetward.  ]Mr.  INIoore,  I  would  be  much  more  comfortable 
with  your  reasoning  if  3'ou  did  not  bring  in  article  II  of  the  con- 
vention. 

As  I  read  article  II  of  the  Convention  on  tlie  High  Seas,  it  is  more 
a  prohibitory  article  than  a  permissive  article. 

In  other  words,  it  tells  what  you  cannot  interfere  with,  but  I  see 
notliing  in  there  which  affirmatively  states  that  any  nation  has  the 
right  to  use  the  seas  in  any  way  that  is  considered  reasonable. 

I  think  you  are  reaching  that  by  reversing  the  fact  that  it  pro- 
hibits interference  with  certain  specified  freedoms. 

Now,  in  that  connection,  are  you  familiar  with  any  of  the  other 
freedoms  which  were  discussed  in  Geneva  in  1958,  which  could  not 
be  generally  agreed  upon,  and  therefore  were  thrown  into  the  pot 
as  inter  alia  in  the  conveiition? 

Mr.  iNIooRE.  Yes.  I  am.  I  woidd  say  initially  that  as  I  read  article 
II,  I  think  it  says  a  number  of  things. 

One  is  it  does  make  very  clear  that  no  state  can  validly  purport 
to  subject  any  part  of  the  high  seas  to  its  sovereignty.  That  is  an 
im]iortant  point. 

I  think  the  article  also  is  very  important  in  basically  preserving 
residual  high  seas  freedoms.  It  lists  four  such  freedoms  and  then 
says  very  clearly  "inter  alia"  which  was  meant  by  the  draftsmen  of 
this  convention  to  indicate  that  the  list  is  not  exhaustive,  that  there 
are  other  high  seas  freedoms. 

jNIy  understanding  is  that  one  other  freedom  that  was  discussed 
was  the  question,  for  example,  of  the  possible  exploration  and 
exploitation  of  mineral  deposits  beyond  areas  of  [national]  juris- 
diction. That  certainly  is  not  something  that  is  on  this  list. 

There  is  nothing  that  was  very  clearly  determined  as  to  precisely 
what  inter  alia  meant,  but  I  think  the  principle  is  very  clear  and 
was  laid  down  also  in  [the  background  comments,]  the  legislative 
history  of  this  provision  in  the  work  of  the  International  Law 
Commission. 

I  would  also  sa}^  that  it  is  not  simply  a  question  of  states  in  their 
unilateral  competence  [of]  reserving  the  right  to  make  these  de- 
terminations. They  are  determinations  that  would  be  subject  to  the 
normal  dispute  settlement  procedures  between  nations.  We  are  urg- 
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m^r  as  part  of  the  law  of  the  sea  settlement  that  there  be  compulsory 
disputes  settlement  to  adjust  competing  ocean  usage. 

]Mr.  Heyward.  You  mentioned  one  that  you  probably  would  in- 
clude under  inter  alia,  but  article  2  refers  to  these  freedoms  and 
others  Avhich  are  recognized  by  the  general  principles  of  interna- 
tional law.  Is  the  right  to  build  structures  offshore  beyond  terri- 
torial limits,  one  which  you  would  say  is  recognized  by  the  general 
principles  of  international  law. 

Mr.  ]MooRE.  Yes,  I  think  that  it  is.  They  have  for  many  years. 

JNIr.  Heyward.  Could  we  not  then  base  our  operations  on  a  theory 
that  this  is  a  reasonable  use  of  the  high  seas  which  is  not  prohi- 
bited by  international  law? 

]Mr.  iSIooRE.  Precisely;  in  fact,  that  is  the  case,  and  that  sum- 
marizes it  very  well. 

]\Ir.  Heyward.  If  that  is  so,  why  does  that  reasonable  use  not 
extend  to  foreign  governments  off  our  shores,  and  are  we  not  miss- 
ing the  point  if  we  do  not  in  some  manner  in  legislation  prohibit 
the  construction  of  structures  offshore  by  any  persons  other  than 
those  which  are  issued  permits  by  the  United  States  based  on  the 
theory  that  this  could  be  an  interference  with  another  recognized 
right  in  iiiternational  law,  the  right  to  utilize  the  resources  of  our 
Continental  Shelf? 

Mr.  MooRE.  I  think  the  answer  is  that  the  problem  is  not  a  real 
problem  as  far  as  deepwater  port  facilities  are  concerned. 

]\Ir.  Heyward.  You  mentioned  the  pipeline,  but  I  would  like  to 
point  out  that  it  may  be  important  for  this  to  be  done  for  purposes 
other  than  deepwater  ports.  Furthermore,  deepwater  terminals 
could  be  utilized  as  the  basis  for  transfer  to  other  ships  to  come  into 
our  ports,  and  we  would  not  have  the  permit  pipeline  "handle"  that 
you  cited  to  ]\Ir.  du  Pont. 

]Mr.  jNIoore.  You  are  right,  it  goes  beyond  simply  deepwater  port 
facilities.  For  example,  to  facilities  such  as  power  generating  sta- 
tions. 

In  almost  every  case  there  has  to  be  some  kind  of  a  relation  to  the 
coastal  State.  Even  the  oil  transfer  point  is  located  at  a  particular 
point,  because  you  would  like  to  have  oil  transfer  for  the  purpose 
of  going  to  the  coastal  State. 

Even  in  that  case  we  could  prohibit  the  use  of  our  port  facilities 
by  vessels  that  had  used  the  deepAvater  port  facility. 

The  other  requirements  in  international  law  that  I  would  like  to 
point  out  are  that  with  respect  to  structures  that  interefere  in  any 
way  with  continental  margin  resources,  there  would  be  a  far  higher 
standard  of  justification  and  with  respect  to  whether  there  is,  in 
fact,  an  interference  with  your  resource  jurisdiction,  by  some  other 
state  that  is  planning  a  structure. 

If  you  are  talking  about  your  own  resource  jurisdiction,  of  course 
there  is  no  such  interference,  which  is  what  we  are  talking  about  in 
this  bill. 

Mv.  Heyward.  I  am  suggesting  that  legislation  to  prohibit  for- 
eign activities  of  any  kind  on  our  shelf  might  be  bottomed  on  the 
rights  of  the  United  States  to  its  Continental  Shelf  resources,  and 
therefore    we    could    prohibit    any    structure   by    a    foreign    source 
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on  our  Continental  Shelf  on  the  theory  that  it  interferes  with  that 
right  wliich  is  recognized. 

]Mr.  ]MooRE.  We  could  certainly  prohibit  any  structure  related 
to  exploration  or  exploitation. 

ISIr.  Hetward.  Do  you  think  we  would  not  have  the  right  to 
prohibit  other  types  of  structures? 

Mr.  ISIooRE.  I  think  it  really  is  a  continental  problem  and  that 
I  really  need  to  know  all  the  factors  of  the  surrounding  circum- 
stances. 

I  think  in  almost  any  conceivable  case  tliat  involves  any  kind  of 
commercial  interest,  we  would  have  a  number  of  different  ways 
of  prohibiting  such  construction,  without  the  consent  of  the  United 
States. 

jNIr.  Hey^v^ard.  "What  is  to  prevent  it,  unless  we,  in  providing  for 
permits  to  construct  facilities  on  the  shelf,  assert  in  the  legisla- 
tion _  our  right  to  prohibit  any  type  of  construction  activity  by 
foreigners,  including,  if  I  might  say  so,  a  gambling  casino  4  miles 
offshore  in  an  area  which  is  not  necessarily  involved  in  either  coral 
or  shellfishing  or  anything  else? 

JNIr.  MooRE.  We  certainly  would  have  jurisdiction  to  prohibit 
a  gambling  casino  4  miles  offshore  because  it  would  be  in  our 
contiguous  zone.  It  would  also  interfere  with  our  exclusive  re- 
source jurisdiction  over  the  continental  margin  resources  and  I 
think  that  would  provide  a  handle  to  regulate  it  to  the  extent 
that  it  does,  in  fact,  unreasonably  interfere  with  those  resources. 

Mr.  Heyward.  I  have  one  other  point  that  I  would  clear  up. 

In  connection  with  foreign  vessels  that  may  be  utilizing  these 
facilities,  you  analogize  somewhat  to  the  utilization  of  our  own 
ports,  and  I  would  point  out  that  I  do  not  think  that  is  a  good 
analogy,  because  we  have  territoiial  jurisdiction  there. 

I  read  in  article  6  of  the  High  Seas  Convention  that  ships  shall 
sail  under  the  flag  of  one  state  only  and,  save  in  exceptional  cases 
explicitly  provided  for  in  international  treaties  or  in  these  articles, 
shall  be  subject  to  its  exckisive  jurisdiction  on  the  high  seas, 
"its"  meaning  the  flag  of  the  state. 

Do  you  think  that  a  foreign  vessel  could,  without  the  permission 
of  its  flag  state,  subject  itself,  as  a  condition  of  utilization  of  these 
facilities,  to  any  of  tha  regulatory  matters  or  any  of  the  civil 
or  criminal  laws  which  the  United  States  wanted  to  apply  to  those 
facilities  ? 

JNIr.  JMooRE.  I  think  unequivocably,  yes. 

]Mr.  Hetward.  You  do  not  think  it  would  be  desirable  inter- 
nationally to  attempt  to  reach  bilateral  agreements  in  this  area? 

Mr.  INIooRE.  Let  me  try  to  answer  the  first  question  first,  and 
then  come  back  to  the  bilateral. 

There  are  two  bases  of  jurisdiction  of  the  flag  state  vessel  using 
the  deep  water  port  facility. 

The  first  would  be,  by  analogy,  consent  by  its  using  the  facility 
conditioned  upon  the  United  States  saying  you  must  accept  our 
jurisdiction.  That  is  an  analogy  that  I  get  from  IIMCO.  It  is  the 
1971  Convention  to  the  1954  IMCO  Convention  on  the  prevention 
of  pollution  of  the  sea  by  oil  that  draws  that  analogy. 
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IVfr.  Heyward.  T  bee  your  pardon.  Analogy  to  what? 

iSIr.  ]MooRE.  The  analogy  to  conditioning  use  of  your  ports,  which 
are  located  within  your  territorial  sea,  and  imposing  certain 
conditions  of  use  of  offshore  port  facilities  that  are  not  located 
v.ithin   the  territorial  sea. 

]Mr.  Heyward.  I  would  like  to  point  out  that  the  provision  of 
tliose  amendments  merely  recognizes  there  are  offshore  ports,  some 
of  which  are  already  outside  of  territorial  waters,  but  which  you 
specify,  and  I  agree  with  you,  are  probably  all  related  to  ex- 
ploitation. These  would  have  to  be  included  within  this  IMCO 
amendment. 

In  view  of  the  fact  that  it  is  not  yet  ratified,  I  don't  believe  we 
can  use  this  as  existing  international  law. 

I  would  suggest  that  those  offshore  ports  they  are  talking  about 
in  those  amendments  on  the  construction  or  design  of  tankers,  and 
the  prohibition  from  using  offshore  ports  and  terminals  probably 
relates  to  those  that  are  presently  accessible  as  exploitation  termi- 
nals. 

My.  ]Moore.  I  think  there  are  the  different  kinds  of  facilities, 
some  dealing  with  exploration.  The  language  of  the  IMCO  amend- 
ment does  not  limit  itself  solely  to  those  used  for  exploration  on 
the  Continental  Shelf. 

The  second  basis  of  jurisdiction,  it  seems  to  me,  is  reasonable 
use.  It  is  not  dependent  on  the  analogy  of  the  flag  state  subjecting 
itself  to  consent.  If  it  is,  in  fact,  a  reasonable  use  of  the  high  eeas 
to  build  these  facilities  as  we  feel  it  is,  it  also  carries  along  with 
it  a  reasonable  jurisdiction  for  purposes  of  controlling  the  activi- 
ties, of  protecting  the  facility  itself,  so  that  I  think  that  there  is 
a  basis  for  subjecting  foreign-flag  vessels,  with  or  without  their 
consent,  to  the  jurisdiction  of  the  coastal  State  building  these  par- 
ticular facilities  when  they  choose  to  use  those  facilities. 

With  respect  to  bilater'als,  I  think  it  is  entirely  possible  that 
some  problems  may  arise  in  the  future. 

It  is  a  very  difficult  problem  of  the  interrelationship  of  flag  state 
law  and  coastal  State  law,  and  the  use  of  the  facilities;  and  if 
those  problems  do  arise,  then  we  would  certainly  give  careful  con- 
sideration to  the  use  of  bilaterals  to  resolve  them  or  possibly  to  a 
multilateral  solution  to  resolve  them. 

Mr.  Heyward.  One  final  question.  In  the  administration's  pro- 
posal as  to  conditions  of  licenses  it  authorizes  the  Secretary  of 
Interior  to  include  in  those  conditions  such  measures  as  the  Sec- 
retary may  prescribe  to  meet  U.S.  international  obligations. 

AYliat  are  they  talking  about  there? 

IMr.  ]Moore.  That  is  largely  a  precautionary  provision  because  we 
wish  to  make  it  abundantly  clear  that  these  provisions  would  be 
constructed  with  a  reasonable  use  by  others  of  the  high  seas  in 
mind. 

jNIr.  Heyward.  Safety  of  navigation? 

ISIr.  Moore.  Yes.  That  may  be  one  of  those  as  well  as  the  inter- 
est in  continued  fishing  in  areas  of  very  important  fish  banks,  for 
example.  Those  questions  of  the  reasonable  use  of  other  nations 
would  be  taken  into  account  in  the  determination  to  issue  a  license. 
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]Mr.  Hetwakd.  There  is  notiiing  here  in  connection  with  national 
secnrity.  Is  there  any  provision  in  the  bill  that  I  have  over- 
looked ? 

?>Ir.  JNIooRE.  Yes,  there  is  a  provision. 

Mr.  Hetward.  Does  it  require  consultation  with  the  Secretary 
of  Defense  on  security  problems? 

Mr.  ]MooRE.  Tliere  is  a  provision  iji  the  bill  relating  to  national 
security  aspects  of  the  construction  of  such  facilities.  It  is  section 
103(h)  which  provides  that  the  Secretary  shall  not  issue  a  license 
hereunder  in  any  case  where  the  President  determines  that  it  would 
be  contrary  to  the  national  security  of  the  United  States. 

I  would  assume  that  that  would,  in  those  cases,  include  the 
concurrence  of  the  Secretary  of  Defense. 

iNIr.  Hetward.  Thank  you. 

]Mr.  Downing.  ]VIinority  counsel  have  a  question? 

Mr.  RouNTREE.  Very  quickly,  and  following  up  on  Pete  Hey- 
ward's  question  pertaining  to  the  consent  or  implied  consent  prin- 
ciple as  provided  in  the  administration's  version.  Normally,  as  I 
understand  it,  this  principle  is  premised  on  the  jurisdictional  base 
of  nationality  or  territoriality. 

In  this  case  we  have  neitlier  of  these.  Consequently,  I  would 
appreciate  it  if  you  would  submit  for  the  record  a  more  detailed 
i-esponse  as  to  the  rationale  behind  the  position  taken  in  the  legis- 
lation  in  this   regard. 

Exactly  how  will  the  Department  of  State  internally  and  pro- 
cedurally pi'oposc  to  assist  in  the  administration  of  any  legisla- 
tion that  will  be  omitted.  How  much  will  it  cost? 

Mr.  ]MooRE.  Surely,  the  first  question  realh^  is  the  basis  for  the 
implied  consent  theory,  and  I  would  like  first  to  narrow  exactly 
what  it  is  that  the  implied  consent  theory  is  used  for  in  this  bill. 

There  are  a  number  of  different  basic  legal  issues.  One  is  vour 
authority  to  make  reasonable  regulations  for  the  use  and  operation. 

The  implied  consent  theory  is  used  only  with  respect  to  the 
second  of  those  issues. 

"With  respect  to  that  issue,  I  think  the  principal  basis  for  juris- 
diction is  not  implied  consent  but,  in  fact,  reasonable  use  of  the 
high  seas  precisely  as  it  is  for  tlie  construction  issue. 

A  second  basis  of  consent,  however,  is  that  the  State  owning 
the  facility,  constructing  the  facility,  has  the  right  to  condition 
use  of  that  facility  on  acceptance  of  its  jurisdiction  and  certain 
I'easonable  conditions  that  may  apply. 

This  stems  basically  from  the  ownership  of  the  item  itself.  I 
think  there  is  an  analogy  here  to  the  use  of  your  port  facilities 
by  ships  of  otlicr  nations. 

It  is  not  questioned  under  international  law  that  a  port  State 
can  set  higher  ship  construction  standards,  for  example,  as  we  have 
done  or  contemplate  doing  under  our  Ports  and  Waterways  Safety 
Act. 

Mr.  EouNTREE.  Has  the  United  States  prepared  a  formal  posi- 
tion paper  on  deepwater  ports  in  preparation  of  the  Law  of  the 
Sea  Conference,  or  is  the  U.S.  position  embodied  in  the  context 
of  the  demonstration  bill,  HR  7501  ? 
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Mr.  IMooRE.  "VVe  have  studied  the  question  carefully  both  with 
respect  to  the  administration's  legislation  and  in  preparation  for 
the  Law  of  the  Sea  Conference. 

We  have  under  study  the  question  of  whether  it  would  be  use- 
ful to  have  additior^al  draft  articles  dealinfr  with  the  question 
of  deepwater  port  facilities  and  other  artificial  structures  as  we 
do  with  the  other  items  on  the  list  of  issues  for  the  conference. 

Mr.  EouKTREE.  In  section  114  of  the  administration's  bill  it 
requires  the  Secretary  of  State  to  seek  appropriate  international 
agreements  regarding  navigation  in  the  vicinity  of  deepwater  port 
facilities. 

Is  this  in  the  context  of  the  Law  of  the  Sea  or  IMCO? 

]Mr.  ]\IooRE.  It  might  well  be  in  both  contexts. 

IIMCO  has  a  great  deal  of  background  and  experience,  and  I 
think  that  in  any  kind  of  detailed  regulation  on  the  safety  regula- 
tions concerned  with  the  operation  of  these  ports,  it  would  be  far 
preferable  to  have  international  agreement  through  I]\ICO. 

With  respect  to  the  basic  jurisdictional  issues,  many  of  which 
we  have  been  talking  about  today,  it  is  quite  possible  that  LOS 
will  deal  with  that. 

Mr.  RouNTREE.  I  have  two  more  questions. 

There  are  a  great  number  of  other  international  conventions 
which  could  conceivably  be  impacted  by  or  on  this  proposed  legis- 
lation authorizing  the  construction  and  operation  of  deepwater 
ports. 

We  were  supplied  a  partial  listing  of  that  in  the  context  of  the 
committee's  consideration  of  the  maritime  authorization  bill  by  the 
Office  of  Maritime  Affairs,  Department  of  State. 

For  the  record,  I  would  appreciate  it  if  the  Department  of  State 
would  analyze  each  of  these  conventions  and  provide  the  committee 
with  exactly  how  it  will  be  impacted  on,  and  will  we  require  other 
amendments  to  existing  and  future  international  conventions  cur- 
rently under  negotiations,  et  cetera. 

I  think  you  got  the  gist  of  that. 

Mr.  INIooRE.  Yes. 

[The  information  follows:] 

Inteenational  Conventions  Affected  by  H.R.  5091  and  H.R.  5898 

I.     convention     on     the     territorial     sea     and     contiguous     zone  ;     CONVENTION 
ON   the  continental  shelf  ;    CONVENTION   ON   THE  HIGH   SEAS 

These  1958  Geneva  Conventions  constitute  tlie  basic  sources  of  interna- 
tional law  for  the  ocean.  While  none  of  the  conventions  addresses  itself 
specifieally  to  deepwater  ports,  certain  sections  of  them  are  pertinent  in 
evaluating  the  impact  of  the  proposed  bills.  The  analysis  here  has  been 
broken  down  on  basis  of  location  of  the  ports. 

A.  Deepwater  Ports  Constructed  Within  the  Territorial  Sea 

Deep  water  ports  located  in  the  territorial  sea  would  appear  to  pose  few 
problems  in  international  law.  Article  2  of  the  Convention  on  the  Territorial 
Sea  and  Contiguous  Zone  provides  that  a  coastal  state  has  sovereignty  over 
the  territorial  sea  as  well  as  its  bed  and  subsoil,  subject  to  the  right  of 
innocent  passage  for  ships  of  all  states  as  reserved  under  Article  14.  It  there- 
fore would  not  be  necessary  for  the  United  States  to  obtain  the  consent  of 
a  foreign  country  prior  to  authorizing  the  construction  of  a  deepwater  port 
within  our  territorial  sea.  As  a  practical  matter,  this  is  unlikely  to  be  a 
problem  if  construction   does  not   affect  normal   shipping   lanes.    Nonetheless, 
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we  would  want  to  give  others  appropriate  notice  of  tlie  port's  location,  for 
another  country  could  object  to  such  a  port  if  it  felt  its  right  of  innocent 
passage  or  other  rights  under  international  law  were  jeopardized. 

No  basic  amendments  of  the  Convention  would  appear  necessary  for  deep- 
water  ports  located  wholly  within  the  territorial  sea. 

B.  Deeptvate?'  Ports   Constructed  Outside  the  Territorial  Sea 

Under  international  law  the  high  seas  encompass  all  areas  beyond  the 
territorial  sea.  Article  2  of  the  Convention  on  the  High  Seas  provides : 

"The  high  seas  being  open  to  all  nations,  no  State  may  validly  purport  to 
subject  any  part  of  them  to  its  sovereignty.  Freedom  of  the  high  seas  is 
exercised  under  the  conditions  laid  down  by  these  articles  and  by  the  other 
rules  of  international  law.  It  comprises,  inter  alia,  both  for  coastal  and  non- 
coastal  States : 

1.  Freedom  of  navigation ; 

2.  Fi'eedom  of  fishing; 

3.  Freedom  to  lay  submarine  cables  and  pipelines ; 

4.  Freedom  to  fly  over  the  high  seas. 

"These  freedoms,  and  other  which  are  recognized  by  the  general  principles  of 
international  law,  shall  be  exercised  by  all  States  with  reasonable  regard  to 
the  interests  of  other  States  in  their  exercise  of  the  freedom  of  the  high  heas." 

As  is  seen  from  Article  2,  construction  of  a  deepwater  port  would  have  to 
be  based  on  "other  rules  of  international  law"  or  "general  principles  of  inter- 
national law."  While  there  are  no  applicable  rules,  there  may  be  principles ; 
the  United  States  could  logically  take  the  position  that  a  port  is  justifiable 
under  "general  principles  of  international  law"  as  a  reasonable  use  of  the 
high  seas.  Clearly,  the  freedom  to  undertake  new  high  seas  uses  based  on 
such  "general  principles  would  have  to  be  exercised  with  reasonable  regard 
for  other  high  seas  users. 

A  more  specific  legal  justification  for  the  construction  of  deepwater  ports, 
and  indeed  for  many  types  of  offshore  structures,  is  obviously  desirable.  The 
opportunity  to  discuss  expansion  and  delineation  of  international  law  in 
this  areas  will  be  provided  by  the  upcoming  comprehensive  Conference  on 
the  Law  of  the  Sea.  From  the  Conference  may  emerge  significant  amend- 
ments of  the  High  Seas  Convention  or  perhaps  an  entirely  new  convention 
dealing  with  offshore  installations. 

1.  TJie  Contiguous  Zone. — Article  24  of  the  Convention  on  the  Territorial 
Sea  and  the  Contiguous  Zone  provides  that  within  the  contiguous  zone  a 
"coastal  State  may  exercise  the  control  necessary  to : 

a.  Prevent    infringement    of    its    customs,    fiscal,    immigration,    or    sani- 
tary regulations  within  its  territory  or  territorial  sea  ; 

b.  Punish  infringement  of  the  above  regulations   committed  within  its 
territory  or  territorial  sea." 

The  Convention  further  provides  that  such  a  zone  may  not  extend  beyond 
12  miles  from  the  baseline  from  which  the  breadtli  of  the  territorial  sea  is 
measured.  Pursuant  to  this  authority,  the  United  States  recognizes  a  nine- 
mile  contiguous  zone  adjacent  to  its  three-mile  territorial  sea. 

While  the  contiguous  zone  is  still  a  region  of  the  high  seas  except  for  free- 
dom of  fishing,  it  is  apparent  that  the  jurisdiction  which  the  coastal  State 
could  exercise  over  a  deepwater  port  in  the  contiguous  zone  would  be  greater 
than  that  which  it  could  exercise  in  the  high  seas  but  less  than  that  which 
it  could  exercise  in  the  territorial  sea.  However,  the  additional  controls  over 
activities  within  the  contiguous  zone  do  not  by  themselves  appear  suflicient 
to  justify  a  coastal  State  in  building  and  regulating  deepwater  ports  within 
the  contiguous  zone.  Adequate  justification  for  ports  in  the  area  would 
therefore  appear  to  require  justification  under  another  Convention  or  prin- 
ciple of  international  law,  by  amendment  of  the  Convention,  or,  as  may 
result  from  the  1974  Conference  on  Law  of  the  Sea,  by  entirely  new  interna- 
tional conventions  relating  to  such  offshore  structures. 

2.  The  Continental  Shelf. — Under  Article  2  of  the  Convention  on  the  Con- 
tinental Shelf,  a  coastal  State  exercises  sovereign  rights  for  the  purpose  of 
exploring  the  continental  shelf  and  exploiting  its  natural  resources.  Article 
3  of  the  same  Convention  provides  that  the  rights  of  the  coastal  State  over 
the  continental  shelf  do  not  affect  the  legal  status  of  the  superjacent  waters 
as  high  seas. 

As  the  deepwater  port  facilities  do  not  bear  close  relation  to  either  ex- 
ploration  of   the   continental   shelf   or   exploitation    of   its    natural    resources. 
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they  do  not  appear  directly  to  affect  or  be  affected  by  this  Convention.  More- 
over, the  United  States  and  ahuost  all  other  states  have  consistently  in- 
terpreted the  Continental  Shelf  Convention  as  restricting  the  exclusive  juris- 
diction of  coastal  States  to  resource  purposes  and  to  other  express  grants 
of  jurisdiction  in  the  Convention,  such  as  tho.se  regarding  scientific  research. 
A  more  expansive  interpretation  of  the  Convention  would  prejudice  our 
long-standing  position  on  this  issue  and  encourage  jurisdictional  claims  by 
other  states  which  would  adversely  affect  other  uses  of  the  continental  shelf. 
Again,  the  1974  Law  of  the  Sea  Conference  may  result  in  amendment  of 
this  Convention  or  in  the  formulation  of  entirely  new  principles  regarding 
location  of  superports  and  other  structures  over  the  continental  shelf. 

II.   SAFETT  AND  SHIPPING  CONVENTIONS 

A.  Safety  of  Life  at  Sea  Convention  (1960)  (SOLAS) 

This  Convention  serves  to  standardize  construction,  equipment,  and  opera- 
tional standards  relating  to  such  matters  as  subdivision  and  stability,  ma- 
chinery and  electrical  installations,  fire  protection,  life-saving  appliances, 
radiotelegraphy,  and  radiotelephony.  Contracting  governments  issue  various 
certificates  to  ships  of  their  registry  attesting  to  the  ships'  compliance  with 
their  national  standards.  All  parties  to  the  Convention  are  required  to  adopt 
certain  international  standards.  The  other  contracting  governments  exercise 
the  control  necessary  to  assure  that  vessels  in  their  ports  have  a  valid 
certificate  in  force.  If  there  are  clear  grounds  for  beliving  that  the  condi- 
tion of  the  ship  or  its  equipment  does  not  correspond  with  the  particulars  of 
the  certificates,  or  if  there  is  no  valid  certificate  on  board,  the  ship  may  be 
detained  until  steps  are  taken  to  provide  for  the  safety  of  the  crew  and 
passengers. 

Since  the  control  authority  of  the  state  in  whose  port  the  vessel  is  located 
is  based  upon  its  plenary  authority  (i.e.,  territorial  jurisdiction)  in  port 
areas,  it  would  appear  that  the  SOLAS  control  mechanism  is  not  directly 
applicable  to  superports.  Amendment  to  the  Convention  would  probably  be 
necessary  to  ensure  adequate  coverage. 

B.  International  Convention  on  Load  Lines  (1966) 

This  Convention,  which  is  soon  to  be  implemented  by  legislation,  provides 
a  "SOLAS-like"  form  of  control  mechanism.  The  government  in  whose  port 
the  ship  is  located  verifies  the  presence  of  a  valid  Load  Line  Certificate 
(issued  by  its  state  of  registry)  on  board.  However,  further  control  by  the 
state  in  whose  port  the  ship  is  located  is  authorized  under  the  Convention 
in  that  the  draft  to  which  the  ship  is  loaded,  the  position  of  the  load  line 
of  the  ship,  and  the  presence  of  material  alterations  to  the  ship  may  be 
checked  against  the  particulars  of  the  certificate.  If  there  is  no  valid  certifi- 
cate aboard  the  ship  or  its  condition  does  not  coincide  with  that  described 
in  the  certificate,  it  may  be  detained  until  authorities  are  convinced  that  it 
can  proceed  to  sea  without  danger  to  its  passengers  and  crew. 

For  the  same  reasons  indicated  above  with  regard  to  SOLAS,  operation  of 
the  control  mechanism  in  superports  would  probably  require  an  amendment 
to  the  Convention. 

C.  International  Eegulations  for  Preventing  Collisions  at  Sea 

These  multilaterally  adopted  voluntary  rules  of  the  road  would  apply  to 
the  superport  area.  However,  Rule  1(c)  provides  for  the  operation  of  special 
rules  in  certain  instances : 

Nothing  in   these   Rules   shall  prevent  the   operation   of   special   Rules, 
made  by  an   appropriate  national  or  local  authority  for  harbors,   rivers, 
lakes  or  inland  waterways  connected  with   the   high   seas  and  navigable 
by    seagoing   vessels.    All   possible    measures    shall    however,   be   taken    to 
avoid    confiict    with    the    International    Regulations    for    Preventing    Col- 
lisions at  Sea. 
An   amendment   proposed   by   the   Netherlands   would   add    the   term    "road- 
steads   or    harbors"    between    the    words    "for"    and    "harbors".    The    addition 
would  enable  a   Coastal   State   to   establish   particularized   rules  for   applica- 
tion in  sea  areas  extending  from   harbor  entrances.   If  the  amendment  were 
adopted,  it  could  provide  a  possible  basis  for  particularizing  the  rules  of  the 
road  for  the  superport  area.   A  further  amendment  of  Rule  1(c)    to  specifi- 
cally  include   superports   would   be    the    surest   way    to    permit    adoption    of 
special  rules  for  the  superport  area. 
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III.   E^'VIRONMENTAL  REGULATIONS 

A.  International   Convention  for  the  Prevention   of  Pollution   of  the   Sea    by 

Oil,  as  amended 

This  Convention  and  its  amendments  establisli  certain  rights  and  obliga- 
tions directed  toward  tlie  reduction  of  intentional  and  n(m-intentional  dis- 
charges of  oil  into  the  sea.  With  respect  to  superport  concerns,  three  ele- 
ments of  the  Convention  and  its  amendments  should  be  discussed.  Article 
VIII  of  the  Convention  directs  that  reception  facilities  for  residues  and  oily 
mixtures  be  provided  at  '"oil  loading  terminals".  In  ratifying  the  Convention 
the  United  States  made  the  foUovs-ing  reservation  to  this  Article : 

•'.  .  .  while  it  [the  United  States]  will  urge  port  authorities,  oil  terminals  or 
private  contractors  to  provide  adequate  disposal  facilities,  the  United  States 
shall  not  be  obliged  to  construct,  operate,  or  maintain  shore  facilities  at  places 
on  U.S.  coasts  or  waters  when  such  facilities  may  be  deemed  inadequate,  or 
to  assume  any  financial  obligation  to  assist  in  such  activities."  12  U.S.T.  3024. 

Mr.  RouNTREE.  That  was  the  hist  one. 

Article  VIII,  under  a  liberal  construction  of  the  term  "oil  loading  termi- 
nal", would  appear  to  be  applicable  to  superports.  Nonetheless,  as  the  result 
of  the  reservation,  the  United  States  would  not  be  required  to  provide  for 
reception  facilities.  However,  a  requirement  for  such  facilities  as  a  condi- 
tion for  the  superport  license  would  ensure  compliance  with  the  spirit  of 
this  Article. 

Article  IX  of  the  Convention  requires  the  maintenance  of  an  oil  record 
book  to  record  entries  of  the  tran.sfer  and  discharge  of  oil,  ballast,  and  resi- 
due. Paragraph  5  of  this  Article  provides  for  the  inspection  in  a  port  of  a 
contracting  government  of  the  oil  record  book  aboard  a  ship  subject  to  the 
Convention.  This  authority  would  probably  not  be  applicable  to  a  superport 
unless  the  Convention   were  amended. 

The  third  provision  of  interest  here  is  the  1971  amendment  to  the  Conven- 
tion. This  amendment  would  add  a  new  Article  VI  bis  which  in  effect  would 
impose  certain  construction  standards  on  tankers  subject  to  the  Convention. 
After  consultations  with  the  government  involved,  contracting  parties  may 
deny  access  to  ports  or  offshore  terminals  to  any  such  tankers  which  do  not 
comply  with  these  standards.  This  provision  would  clearly  apply  to  super- 
ports. 

B.  International   Convention   relating   to   Intervention   on   the  High   Seas   in 

Cases  of  Oil  Pollution  Casualties  (19G9) 

This  Convention  would  authorize  signatory  states  to  take  necessary  meas- 
ures on  the  high  seas  "to  prevent,  mitigate  or  eliminate  grave  and  imminent 
danger  to  their  coastline  or  related  interests  from  pollution  or  threat  of 
pollution  of  the  sea  by  oil,  following  upon  a  maritime  casualty  or  acts  re- 
lated to  such  a  casualty,  which  may  reasonably  be  expected  to  result  in 
major  harmful  consequences."  The  Convention  also  details  the  procedural 
and  substantive  constraints  imposed  on  states  taking  such  measures.  A  super- 
port  would  appear  to  fall  within  a  reasonable  interpretation  of  the  term 
"related  interests."  Accordingly  it  would  appear  that  the  Convention  will 
apply  to  superports  when  it  comes  into  effect. 

C.  International    Convention    on    Civil    Liability    for    Oil    Pollution    Damage 

(1969) 
This  Convention  establishes  liability  for  pollution  damage,  limitations  on 
such  liability,  and  the  manner  by  which  compensation  may  be  made  for  the 
damage  caused.  However,  the  Convention  applies  "exclusively  to  pollution 
damage  caused  on  the  territory  excluding  the  territorial  sea  of  a  Contracting 
State."  Since  the  superport  area  would  not  be  considered  a  part  of  the  terri- 
torial sea.  the  Convention  in  its  present  form  would  not  apply  to  pollution 
damage  to  the  superport.  Accordingly,  this  Convention  should  be  amended 
to  provide  for  its  application  to  superports. 

D.  Convention  on  the  Establishment  of  an  International  Fund  For  Compen- 

sation For  Oil  Pollution  Damage  (1911) 

This  Convention  would  establish  an  international  fund  supported  by  con- 
tributions from  oil  receivers  to  provide  supplementary  compensation  to  oil 
pollution  victims  beyond  that  of  the  Civil  Liability  Convention  and  up  to  a 
maximum  of  $32.4  million.  Its  jurisdictional  coverage  is  identical  to  that 
of  the  Civil  Liability  Convention. 
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Mr.  Downing.  Any  further  questions  of  the  witness? 

Mv.  EouNTREE.  That  was  the  Last  one. 

Mr.  Downing.  Thank  you  veiy  much,  Mr.  INIoore,  and  I  know 
we  all  wish  you  great  success  at  the  Seabed  Committee  meeting 
in  Geneva  this  summer. 

Mr.  MooRE.  Mr.  Chairman,  it  is  again  a  pleasure  and  I  par- 
ticularly look  forward  to  having  you  as  a  member  of  our  delegation 
this  summer. 

Mr.  Downing.  I  have  requested  the  staff  to  submit  additional  ques- 
tions for  response  in  the  record.  If  you  will  I'eply  as  soon  as  possible 
in  answer  to  these  questions. 

Mr.  MooRE.  I  will  be  happy  to  do  that,  INIr.  Chairman. 

[The  questions  follow :] 

Question  1. — Indicate  ichat  the  United  States  position  is  on  various  pro- 
posals of  foreign  nations  in  the  UN  Seabed  Committee  that  construction  and 
operation  of  deepwatcr  ports  on  the  high  seas  should  be  regulated  under  an 
international  entity  as  opposed  to  regulation  by  the  coastal  state. 

Response.  The  tjnited  States  has  not  commented  on  any  proposals  of  other 
nations  before  the  United  Nations  Seabed  Committee  concerning  deepwater  port 
facilities.  However,  the  United  States  position  in  the  negotiations  is  clearly  em- 
bodied in  draft  treaty  articles  on  the  Coastal  Seabed  Economic  Area  introduced 
on  July  18,  1973.  Article  1(3)  (a)  in  the  draft  provides  that  the  coastal  States 
shall  have  the  exclusive  right  to  authorize  and  regulate  in  the  Coastal  Seabed 
Economic  area  or  the  superjacent  waters  the  construction,  operation  and  use  of 
offshore  installations  affecting  its  economic  interests.  Article  1(4)  provides  for 
reasonable  safety  zones  around  such  offshore  installations.  Article  1(5)  (a) 
defines  the  term  "installation"  and  Article  1(5)  (b)  states  that  such  installations 
do  not  possess  the  status  of  islands.  Article  3(2)  requires  States  to  comply  with 
international  standards  regarding  the  breadth  of  safety  zones  and  navigation  in 
the  vicinity  but  outside  the  safety  zones  around  offshore  installations.  A  copy 
of  the  draft  articles  and  accompanying  statement  on  the  Coastal  Seabed  Economic 
Area  is  enclosed. 

Question  2.  What  United  States  resotirces  and  interests  could  he  damaged  by 
an  oil  spill  in  the  mcinity  of  deepwater  ports  located  on  the  high  seas  tvhich 
would  require  compensation  to  the  United  States  or  ivould  permit  the  United 
States  to  require  the  party  at  fault  to  clean  up  such  a  spill — particularly  if  the 
facility  icas  located  on  the  high  seas  and  the  spill  did  not  damage  or  threaten 
United  States  resources? 

Question  3.  What  are  the  applicable  provisions  of  existing  law,  national  and 
international,  and  H.R.  7501  which  would  authorize  the  United  States  to  require 
a  foreign  flag  vessel  to  take  appropriate  action  to  clean  up  any  oil  spill  or  to  bear 
the  cost  of  such  activity? 

Response.  To  avoid  i-epetition.  questions  2  and  3  will  be  discussed  together. 
The  first  relevant  provision  in  H.R.  7501  is  found  in  Sec.  Ill  (a)  w'hich  provides  in 
part : 

The  Constitution  and  the  law  and  treaties  of  the  United  States  shall  apply 
to  deepwater  port  facilities  licensed  under  this  Act  and  insofar  as  consistent 
with  international  law  to  activities  connected  with  the  operation  and  use  of  such 
deepwater  port  facilities  in  the  same  manner  as  if  the  facilities  were  located 
in  the  navigable  waters  of  the  United  States.  Foreign  flag  vessels  or  natural  or 
juridical  persons  who  are  not  nationals  of  the  United  States  using  such  facilities 
shall  be  deemed  to  consent  to  the  jurisdiction  of  the  United  States  for  the  purpose 
of  this  Act. 

Sec.  111(b)  (1)  of  H.R.  7501  provides  for  the  application  of  selected  sections 
of  the  Federal  Water  Pollution  Control  Act  (Public  Law  92-500),  including  sec- 
tions relating  to  standards  of  liability  and  limitations  on  compensation.  Sec.  103 
(b)  (1)  of  the  Administration's  draft  requires  a  determination  that  applicants 
for  deepwater  port  facility  licenses  are  financially  responsible  and  Sec.  105(a) 
requires  the  submission  of  financial  information  to  support  such  determinations. 
Sec.  107(2)  of  H.  R.  7501  authorizes  the  Secretary  of  the  Interior  to  require 
conditions  in  licenses  to  meet  international  obligations  of  the  United  States. 

Under  Sec.  311  of  the  Federal  Water  Pollution  Control  Act,  33  U.S.C.  1321, 
any  party  causing  a  discharge  of  oil  "into  or  upon  the  navigable  waters  of  the 
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United  States"  is  liable  to  the  United  States,  within  certain  limits,  for  cleanup 
costs.  Furthermore,  the  Compensation  Act  proposed  by  the  Administration,  which 
implements  the  1969  IMCO  Civil  Liability  and  1971  Convention  on  the  Establish- 
ment of  an  International  Fund  for  Compensation  for  Oil  Pollution  Damage,  pro- 
vides further  compensation  for  oil  spills  which  cause  or  threaten  damage  to  U.S. 
territory  or  territorial  waters,  even  though  the  spill  may  have  occurred  on  the 
high  seas.  In  addition,  under  subsection  (j)  of  Sec.  311,  the  Coast  Guard  is 
authorized  to  issue  regulations  respecting  the  removal  of  discharged  oil  and  the 
prevention  of  such  discharges. 

In  order  to  reduce  the  possibility  of  an  oil  spill  accident  in  the  first  instance 
H.R.  7501  provides  in  Sec.  103(b)(3)  that  the  Secretary  of  the  Interior  must 
determine  before  issuing  licenses  that : 

(3)  The  facility  will  be  located,  constructed,  or  operated  in  a  manner  which 
will  minimize  or  prevent  any  adverse  significant  environmental  effects.  In  malt- 
ing the  determination  required  by  this  paragraph,  the  Secretary  shall  consider 
all  significant  aspects  of  the  facility  including  any  connecting  pipelines  in  rela- 
tion to — 

(A)  effects  on  marine  organisms; 

(B)  effects  on  water  quality; 

(C)  effects  on  ocean  currents  and  wave  patterns  and  on  nearby  shore- 
lines and  beaches ; 

(D)  effects  on  alternative  uses  of  the  oceans  such  as  fishing,  aquaculture, 
and  scientific  research ; 

(E)  susceptibility  to  damage  from  storms  and  other  natural  phenomena; 
and 

(F)  effects  on  esthetic  and  recreational  values. 

Sec.  101(a)  authorizes  the  Secretary  to  issue  reasonable  rules  and  regulations 
for  the  operation  of  deepwater  port  facilities  under  the  Act.  In  addition,  Sec.  107 
authorizes  the  Secretary  to  include  in  licenses  granted  any  conditions  he  deems 
necessary  to  carry  out  the  purposes  of  the  Act.  The  Act  expressly  provides  in 
Sec.  107(3)  that  such  conditions  may  include  measures  prescribed  by  the  Secre- 
tary to  prevent  or  minimize  the  pollution  of  the  surrounding  waters. 

Although  domestic  legislation  such  as  the  implementing  Act  for  the  1969  and 
1971  IMCO  Conventions  is  a  possible  basis  on  which  the  U.S.  could  hold  persons 
accountable  for  oil  spill  damage,  there  are  clear  inadequacies  in  existing  national 
and  international  law.  However,  under  H.R.  7501  there  would  appear  to  be  sufll- 
cient  authority  to  hold  a  party  at  fault  accoxmtable  for  the  oil  spill  damage 
envisioned  within  the  Act. 

Question  Jf.  Provide  for  the  record,  all  individunl  federal  agency  positions  and 
the  United  States  position  in  relation  to  the  subject  matter  of  deepwater  ports 
now  on  the  proposed  agenda  for  the  Laio  of  the  Sea  Conference  {see  page  121  of 
the  record  and  my  request  for  that  information) . 

Response.  This  information  has  already  been  submitted. 

Question  5.  Subtnit  a  response  to  Congressman  Snyder's  question  on  page  106 
of  the  transcript. 

Response.  This  information  has  already  been  submitted. 

Question  6.  Submit  a  response  to  my  question  on  pages  119,  120,  and  122  of 
the  transcript. 

Response.  Page  119.  See  answer  to  question  7. 

Page  120.  It  is  not  anticipated  that  the  Department  of  State  would  have  to 
establish  an  office  to  assist  in  the  administration  of  any  legislation  on  deepwater 
port  facilities  as  existing  Bureaus  and  Offices  in  the  Department  should  be  able 
to  assume  any  dditional  responsibilities  required  by  the  passage  of  legislation 
similar  to  H.R.  7501. 

Page  122.  This  information  has  already  been  submitted. 

Question  7.  Explain  in  a  comprehensive  fashion  the  effect  of  Article  6  of  the 
Convention  on  the  High  Seas,  to  which  the  United  States  is  a  signatory,  as  to  an 
assertion  of  jurisdiction  by  the  United  States  over  foreign-flag  vessels  and  their 
personnel,  xchile  such  vessels  are  at  a  deepwater  port  facility  located  on  tne 
high  seas.  .         . 

If  you  rely  on  an  "implied  consent"  theory  to  support  such  an  assertion  of 
jurisdiction,  hoiv  does  that  theory  fit  into  the  language  of  Article  0,  which  states, 
inter  alia,  that  ''Ships  shall  sail  under  the  flag  of  one  state  only  and,  save  vi 
exceptional  cases  expressly  provided  for  in  international  treaties  or  m  these 
articles,  shall  be  subject  to  its  exclusive  jurisdiction  on  the  high  seas." 

22-635 — 73 7 
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Response.  Article  2  and  Article  6  of  the  Convention  on  the  High  Seas  must  be 
read  together.  In  our  view,  the  United  States  has  the  right  under  the  freedom 
of  high  seas  to  license  the  construction  and  to  regulate  the  operation  of  deep- 
water  port  facilities.  In  its  exercise  of  this  right,  the  United  States  has  the  duty 
to  take  reasonable  measures  to  effectuate  the  right.  Clearly  a  balancing  of  in- 
terests is  involved  as  reasonableness  must  be  viewed  in  the  context  of  a  number 
of  relevant  factors. 

Sec.  111(a)  of  H.R.  7501  provides  that  foreign  flag  vessels  or  natural  or  juri- 
dical persons  who  are  not  nationals  of  the  United  States  using  deepwater  port  fa- 
cilities licensed  under  the  Act  shal  be  deemed  to  consent  to  the  jurisdiction  of 
the  United  States  for  the  purposes  of  the  Act.  However,  this  provision  is  contin- 
gent upon  being  consistent  with  international  law.  Moreover,  the  provision  that 
the  United  States  has  certain  rights  and  duties  with  respect  to  its  reasonable  use 
of  a  high  seas  area. 

No  one  would  suggest,  for  example,  that  one  fishing  vessel  on  the  high  seas 
would  be  entitled  unjustifiably  to  interfere  with  the  fishing  activities  of  another 
fishing  vessel.  Both  are  entitled  to  fish  on  the  high  seas  and  both  have  responsi- 
bilities which  must  be  observed  in  connection  with  the  exercise  of  such  rights. 

As  a  practical  matter,  it  is  difficult  to  conceive  of  a  situation  where  a  foreign 
flag  vessel  or  its  personnel  would  not  want  to  abide  by  United  States  regula- 
tions in  conjunction  with  the  use  of  the  deepwater  port  facility.  Clearly  there  is 
a  shared  interest  in  safety  of  navigation  and  preservation  of  the  marine  environ- 
ment, the  two  cases  most  likely  to  arise.  Since  the  issue  is  possible  infringement 
upon  the  navigational  interests  of  foreign  flag  States,  it  should  be  pointed  out 
that  Sec.  114  of  H.R.  7501  requires  the  Secretary  of  State  to  seek  appropriate 
international  measures  regarding  navigation  in  the  vicinity  of  deepwater  port 
facilities.  The  Department  of  State  has,  on  more  than  one  occasion,  informed  the 
Congress  that  we  believe  that  the  Intergovernmental  Maritime  Consultative 
Organization,  the  Law  of  the  Sea  Conference  and  other  international  fora  should 
be  used  to  more  clearly  define  the  legal  regime  applicable  to  deepwater  port 
facilities. 

Question  8.  Provide  a  memorandum  of  law  or  legal  opinion  with  appropriate 
citations,  on  the  proposition  embodied  in  H.R.  7051  and  the  Department  of  State's 
position,  thflt  the  construction  and  operation  of  a  deeptvater  port  on  the  high 
seas  constitutes  a  reasonable  use  of  the  high  seas  under  international  and  mari- 
time law. 

Response.  The  most  comprehensive  and  detailed  information  available  on  the 
Department  of  State's  position  in  this  regard  is  contained  in  two  statements  made 
to  the  Congress  by  Professor  John  Norton  Moore,  Chairman,  NSC  Interagency 
Task  Force  on  the  law  of  the  Sea.  Copies  of  these  statements  are  attached. 

Question  9.  H.R.  750t  contemplates  that  the  conditions  of  any  license  to  con- 
struct and  operate  a  deepwater  port  on  the  high  seas  by  a  United  States  citizen 
would  be  to  insure  that  such  establishment  and  operation  does  not  violate  this 
"principaV  of  reasonable  use  of  the  high  seas.  Exactly  how  will  this  be  accom- 
plished? What  factors  will  be  evaluated  and  made  a  condition  of  the  license  in 
this  regard? 

Response.  Sec  107  of  H.R.  7501  confers  upon  the  Secretary  of  the  Interior 
broad  discretionary  authority  to  include  any  conditions  in  licenses  "deemed 
necessary  to  carry  out  the  purposes  of  this  Act."  Certainly  one  of  the  purposes  of 
the  Act  is  to  ensure  that  the  construction  and  operation  of  deepwater  port  fa- 
cilities is  a  reasonable  use  of  the  high  seas.  As  is  evident  in  the  response  sub- 
mitted to  question  8  above  a  variety  of  factors  must  be  viewed  in  context  to 
evaluate  whether  or  not  there  would  be  any  unreasonable  interference  with  the 
rights  of  other  high  seas  users. 

One  of  the  significant  safeguards  in  this  connection  is  provided  in  Sec.  103 
(b)  (2)  which  requires  as  a  precondition  to  the  issue  of  a  license,  determina- 
tion by  the  Secretary  that : 

"The  construction  and  operation  of  the  proposed  deepwater  port  facility  will 
not  unreasonably  interfere  with  international  navigation  or  other  reasonable 
uses  of  the  high  seas,  and  is  consistent  with  the  International  obligations  of  the 
United  States  .  .  ." 

Further,  Sec.  103(b)  (3)  requires  the  Secretary  to  consider  in  this  determina- 
tion all  significant  aspects  of  the  facility  in  relation  to — 

(A)  effects  on  marine  organisms  ; 

(B)  effects  on  water  quality  ; 
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(C)  effects  on  ocean  currents  and  wave  patterns  on  nearby  shorelines 
and  beaches ; 

(D)  effects  on  alternative  uses  of  the  oceans  such  as  fishing,  aquaculture, 
and  scientific  research ; 

(E)  susceptibility  to  damage  from  storms  and  other  natural  phenomena  • 
and  ' 

(F)  effects  on  esthetic  and  recreational  values." 

Taken  together,  the  above  factors  and  others  which  might  impinge  upon  or 
interfere  with  the  interests  of  other  States  in  their  exercise  of  the  freedom  of 
the  high  seas,  could  be  appropriate  conditions  inserted  in  a  license,  depending 
upon  the  precise  factual  situation,  to  effectuate  the  purpose  of  the  Act.  Without 
knowing  the  specific  circumstances  of  an  individual  case,  it  is  difficult  to  state 
the  exact  conditions  of  a  given  license.  This  is  the  very  reason  why  criteria  are 
laid  down  in  H.R.  7501  and  the  Secretary  of  the  Interior  is  given  broad  discre- 
tionary authority  to  implement  the  Act. 

Question  10.  Title  II  of  the  Ports  and  Waterways  Safety  Act  authorizes  the 
United  States  to  unilaterally  impose  construction  standards  for  tankers  entering 
United  States  ports  after  1975  if  the  Seeretary  of  Transportation  is  not  satis- 
fied ivith  the  then  prevailing  international  standards.  Will  a  deepwater  port 
facility  constructed  and  operated  under  the  concepts  embodied  in  H.R.  7501  be 
considered  a  United  States  port  for  the  purposes  of  requiring  such  foreign-flag 
ships  to  meet  such  construction  standards? 

Response.  Sec.  111(b)(3)  specifically  states  that  the  Ports  and  Waterways 
Safety  Act  of  July  10,  1972  (Public  Law  92-340;  86  Stat.  424)  shall  apply  to 
deepwater  port  facilities  licenses  under  H.R.  1751. 

Question  11.  Provide  a  listing  of  all  international  agreements  to  ichich  the 
United  States  is  a  signatory,  ichich  would  affect  or  have  an  impact  upon  the 
provisions  of  H.R.  7501  and  a  d( tailed  analysis  of  the  type  of  impact  and  ichethcr 
or  not  specific  provisions  tcould  he  required  in  H.R.  7501  or  similar  legislation  in 
that  regard.  In  addition,  indicate  what  ivould  he  required  in  the  form  of  changes 
to  any  of  these  international  agreements  to  insure  comparahility  tvith  H.R.  7501 
and  United  States  action,  from  an  international  laiv  standpoint,  of  authorizinf/ 
the  construction  and  operation  of  deepwater  ports  on  the  high  seas  hy  United 
States  citizens  on  the  hasis  of  a  "reasonable  use  of  the  high  seas". 

Response.  Please  refer  to  the  information  already  submitted  in  response  to  the 
question  posed  on  p.  122,  line  23  in  the  Testimony  given  by  the  Department  of 
State  on  June  12,  1973  before  the  House  Merchant  Marine  and  Fisheries  Com- 
mittee. 

Question  12.  Assuming  enactment  of  H.R.  7501  or  similar  legislation,  provide 
an  analysis  of  the  cost  to  the  Department  of  State  for  administration  of  the 
hill  in  terms  of  monies  and  personnel.  Also  provide  information  as  to  tvhat  the 
Department  of  State  responsibilities  ivill  be  under  H.R.  7051  and  how  the  De- 
partment wUl  implement  and  fulfill  those  responsibilities  in  relation  to  federal 
agency  coordination  and  international  relations. 

Response.  We  anticipate  that  officers  and  personnel  already  in  existence  in  the 
Department  of  State  would  be  able  to  fulfill  the  Department's  responsibilities 
under  H.R.  7501  or  similar  legislation.  Sec.  104(b)  requires  the  Secretary  of  the 
Interior  to  consult  with  all  interested  or  affected  Federal  Agencies  in  carrying 
out  all  of  his  functions,  under  the  Act.  Sec.  104(c)  provides  that  the  Secretarv 
of  the  Interior  shall  consult  with  other  agencies  to  insure  that  applications  foV 
licen.ses  contain  all  information  required  by  the  agencies.  The  Secretary  would 
forward  a  copy  of  the  license  application  to  those  Federal  agencies  with  juris- 
diction over  any  of  the  construction  and  operation  aspects  of  deepwater  port 
facilities  and  would  not  issue  a  license  until  he  had  been  notified  that  the  appli- 
cation met  the  requirements  of  the  laws  which  such  agencies  administered.  See. 
107(2)  provides  the  condition  in  which  licenses  may  include  such  measures  as 
the  Secretary  of  the  Interior  may  prescribe  to  meet  United  States  international 
obligations. 

Finally,  Sec.  114,  provides  the  Secretary  of  State,  in  consultation  with 
appropriate  Federal  agencies,  shall  seek  appropriate  international  measures  re- 
gaidlng  navigation  in  the  vicinity  of  deepwater  port  facilities. 

It  is  clear  from  the  foregoing  that  the  Department  of  State  will  have  both  a 
consultative  and  an  action  role  under  H.R.  7501.  We  expect  that  the  consultative 
responsibilities  will  be  discharged  in  accordance  with  well-established  procedures. 
The  action  responsibilities  will  vary  depending  upon  developments  in  the  inter- 
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national  community.  We  have  already  referred  to  the  action  talcen  with  respect 
to  the  Third  U.N.  Conference  on  the  Law  of  the  Sea  where  the  United  States 
has  introduced  draft  articles  on  the  Coastal  Seabed  Economic  Area  which  con- 
tain provisions  relating  to  the  construction  and  operation  of  deepwater  port 
facilities.  It  will,  of  course,  be  necessary  to  take  other  initiatives  depending 
upon  the  nature  of  any  domestic  legislation  which  might  be  enacted.  In  any  case, 
the  exact  cost  of  these  additional  activities  is  difficult  to  assess  at  this  stage 
and  any  attempt  to  provide  precise  figures  would  probably  be  inaccurate  and 
misleading.  What  is  clear  is  that  the  added  financial  burden  to  the  Department 
would  not  be  significant  as  a  result  of  the  enactment  of  H.R.  7501. 

IVIr.  Downing.  The  committee  will  recess  for  10  minutes,  at 
which  time  we  will  hear  our  final  witness,  Dr.  William  Johnson. 

[Brief  recess.] 

Mr.  Downing.  The  committee  will  come  to  order. 

Our  next  witness  is  Dr.  William  A.  Johnson,  Energy  Adviser 
to  the  Deputy  Secretary  of  the  Treasury. 

STATEMENT  OF  DR.  WILLIAM  A.  JOHNSON,  ENERGY  ADVISER  TO 
THE  DEPUTY  SECRETARY  OP  THE  TREASURY;  ACCOMPANIED 
BY  DALE  COLLINSON,  ACTING  ASSOCIATE  TAX  LEGISLATIVE 
COUNSEL;  AND  JOHN  TIBEAU,  BUREAU  OF  CUSTOMS 

INIr.  Johnson.  I  am  very  pleased  to  be  here,  Mr.  Chairman. 

On  my  left  is  Mr.  Dale  Collinson  from  the  Treasury  Depart- 
ment. He  is  the  Acting  Associate  Tax  Legislative  Counsel. 

On  my  left  is  Mr.  John  Tibeau,  also  of  the  Treasury  Depart- 
ment Customs  Bureau. 

I  am  today  incidentally  representing  the  Deputy  Secretary,  Wil- 
liam A.  Simon,  who  is  responsible  for  energy  matters  in  the 
Treasury  Department. 

]Mr.  Chairman  and  members  of  the  committee: 

I  am  delighted  to  appear  before  you  today  to  discuss  deepwater 
ports  and  their  relationship  to  the  energy  needs  of  the  Nation. 

In  particular,  I  plan  to  focus  on  the  economic  benefits  of  very 
large  crude  carriers  and  the  construction  of  deepwater  ports  to 
accommodate  these  carriers.  This  issue  is  covered  in  my  prepared 
statement. 

In  addition,  I  will  discuss  some  environmental  benefits,  which 
are  not  contained  in  the  statement.  This  statement  is,  incidentally, 
a  precis  of  a  larger  study  done  under  my  direction  several  months 
ago.  I  am  submitting  it  for  the  record  and  will  only  summarize 
it  here. 

It  now  appears  to  many  observers  that  the  United  States  will 
have  to  increase  significantly  its  crude  oil  imports  in  the  near 
future. 

The  most  efficient  means  of  transporting  large  tonnages  of  crude 
oil  over  long  distances  is  the  "supertanker"  or  very  large  crude 
carrier,  VLCC.  The  definition  of  a  \rLCC  varies.  At  a  minimum, 
it  is  capable  of  hauling  in  excess  of  80,000  to  100,000  deadAveight 
tons  of  crude  oil.  Some  argue,  however,  that  a  more  appropriate 
definition  now  is  a  vessel  with  a  capacity  in  excess  of  200,000 
deadweight  tons.  The  largest  VLCC  to  date  is  477,000  deadweight 
tons. 
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Vessels  of  this  size  would  require  deepwater  ports.  The  gulf 
coast  has  no  natural  harbors  capable  of  accommodating  this  class 
of  tanker,  and  where  suitable  depths  exist  along  the  east  coast, 
such  as  in  Maine,  Long  Island  Sound,  and  Delaware  Bay,  the 
development  of  a  deepwater  port  has  been  impeded  by  State  gov- 
ernments and  is  likely  to  encounter  strong  opposition  from  en- 
vironmentalists. Yet,  if  the  United  States  is  to  receive  VLCC's,  it 
must  build  these  ports. 

Deepwater  ports  now  exist,  are  being  constructed,  or  have  been 
proposed  in  the  Canadian  maritime  provinces,  the  Yucatan  Penin- 
sula, the  Bahamas,  Haiti,  Puerto  Rico,  and  the  Virgin  Islands. 

In  the  absence  of  an  East  or  Gulf  Coast  deepwater  port,  oil 
shipments  from  relatively  distant  sources,  such  as  the  Persian  Gulf, 
are  likely  to  be  carried  by  VT^CCs  to  one  of  these  sites  and  then 
transshipped  by  smaller  tankers  to  the  United  States. 

We  have  assumed,  therefore,  that  the  benefits  of  a  U.S.  deep- 
water  port  will  be  the  savings  likely  to  result  if,  instead,  crude 
oil  were  shipped  to  a  U.S.  port  by  supertanker  and  the  trans- 
ferred to  mainland  refineries  by  pipeline,  tug-barge,  or  smaller 
tanker. 

Three  basic  port  technologies  exist:  The  monobuoy;  the  sea 
island;  and  the  artificial  island. 

There  are  also  three  alternative  technologies  for  transferring 
the  imported  crude  oil  to  mainland  refineries:  pipeline,  tug-barge, 
and  small  tanker.  Which  technology  or  combination  of  technologies 
is  most  economic  will  depend  on  the  relative  costs  of  each  alterna- 
tive. 

The  study  also  estimates  the  additional  costs  of  various  environ- 
mental safeguards  thought  necessary  to  prevent,  contain,  or  clean 
up  oil  spills.  In  this  way,  it  determines  whether  these  increased 
costs  could  affect  the  choice  of  a  location  or  technology  for  a  U.S. 
deepwater  port,  particularly  if  the  safeguards  required  by  the 
U.S.  Government  are  not  required  by  foreign  governments. 

We  divide  our  analysis  into  four  "modules".  The  first  three  are 
sequential:  The  supertanker,  the  deepwater  port,  and  the  transfer 
leg.  Crude  oil  must  first  be  shipped  from  the  origin  to  the  deep- 
water  port.  It  must  then  be  transferred  from  the  port  to  the  refin- 
ery. The  fourth  module,  environmental  safeguards,  is  additive  to 
the  first  three.  On  each  leg,  additional  investment,  operations,  and 
maintenance  costs  will  be  required  to  meet  environmental  standards 
specified  by  the  government. 

Originally,  we  had  hoped  to  include  two  additional  modules: 
The  refinery  and  post-refinery  leg. 

In  all,  23  U.S.  and  three  foreign  port  facilities  are  considered. 

Our  choice  of  locations  is  illustrative  only.  We  have  selected  as 
wide  a  cross-section  of  alternative  sites  as  possible  where  suitable 
engineering  and  cost  data  were  available.  In  the  end,  the  choice  of 
particular  locations  will  depend  on  the  companies.  States,  and  local 
communities  involved,  and  not  a  study  by  the  Federal  Government. 

Let  me  summarize  the  more  important  conclusions  of  this  study. 

1.  Under  most  circumstances,  the  construction  of  a  U.S.  deep- 
water  port  would  result  in  significant  savings  to  the  United  States. 
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The  amount  of  these  savings  per  barrel  tends  to  increase  with 
throughput,  30  percent  below  existing  costs;  less  when  compared 
to  a  foreign  tanker. 

There  is  a  major  exception  to  this  conclusion,  however,  then 
U.S.  flag  is  required  for  tankers  docking  at  U.S.  ports  while  foreign 
flag  is  permitted  for  tankers  docking  at  foreign  ports.  The  flag  of 
the  vessels  could  be  the  decisive  factor  in  a  private  decision  to  opt 
for  a  foreign  cleepwater  port.  For  example,  comparing  the  Long 
Branch  monobuoy  with  a  Canadian  sea  island  and  assuming  a  6 
million  barrels  a  day  throughput,  use  of  U.S.  VLCCs  would  con- 
vert a  15  percent  cost  advantage  for  the  U.S.  port  into  an  18  per- 
cent cost  disadvantage. 

The  reason  for  this  is  that,  by  far,  the  most  important  compon- 
ent of  total  costs  is  the  tanker  module.  As  a  result,  any  factor  affect- 
ing supertanker  costs  tends  to  drive  the  results  of  the  study.  The  least 
cost  alternative  is  often  that  which  permits  the  most  efficient  use 
of  VLCCs. 

4.  The  environmental  safeguards  specified  by  EPA,  do  not,  as  a 
rule,  add  appreciably  to  the  total  costs  of  oil  imports  or  affect  the 
economics  of  deepwater  port  alternatives.  A  partial  exception  oc- 
curs when  supertankers  are  equipped  with  double  bottoms.  Double 
bottoms  account  for  over  90  percent  of  total  environmental  costs 
and,  when  required  at  LT.S.  but  not  foreign  deepwater  ports,  reduce 
considerably  the  savings  to  the  United  States  likely  to  result  from 
a  U.S.  deepwater  port. 

5.  With  one  major  exception,  pipeline  distribution  provides  the 
least  cost  means  of  transferring  crude  oil  from  deepwater  ports  to 
refineries.  INIoreover  the  greater  the  throughput,  the  greater  the 
economic  benefits  from  pipeline  distribution.  The  exception  is  the 
Gulf  Coast  port  handling  less  than  2  million  barrels  per  day. 

In  general,  the  more  concentrated  this  demand,  as  on  the  East 
Coast,  the  more  efficient  is  pipeline  distribution. 

In  comparing  locations,  certain  alternatives  appear  better  than 
others. 

In  each  case,  however,  the  differences  in  costs  are  not  particularly 
large. 

Our  analysis  suggests,  in  other  words,  that  factors  other  than 
costs  are  likely  to  be  the  dominant  considerations  in  the  choice 
between  deepwater  port  locations. 

On  the  East  Coast,  the  choice  between  port  technologies  will 
depend  on  a  number  of  factors,  including  the  weather.  In  general, 
however,  the  monobuoys  are  favored. 

By  contrast,  the  monobuoys  are  clearly  preferable  in  the  Gulf  of 
INlexico  for  all  levels  of  throughput  and  under  all  assumptions 
about  weather  and  tanker  utilization. 

In  summary,  the  study  favors  the  monobuoy  facilities  in  both  the 
Gulf  and  the  Atlantic,  although  in  the  Atlantic  several  alternatives 
to  monobuoys  would  provide  nearly  the  same  level  of  benefits. 

In  both  regions,  however,  the  construction  of  U.S.  deepwater 
ports  would,  under  most  conceivable  circumstances,  result  in  con- 
siderable savings  than  if  imported  crude  oil  were  to  enter  the 
United  States  through  foreign  deepwater  ports. 
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In  most  cases,  the  U.S.  deepwater  ports  result  in  significant  cost 
savings.  Tlie  exceptions  occur  only  at  very  low  levels  of  through- 
put and,  at  the  same  time,  where  VLCCs  serving  U.S.  ports  are 
i-equired  to  have  double  bottoms,  while  tankers  serving  foreign 
ports  are  not. 

Assuming  full  environmental  safeguards  at  both  U.S.  and  foreign 
ports,  the  cost  savings  resulting  from  the  best  East  Coast  alterna- 
tive would  range  between  3.3  cents  per  barrel  for  0.6  mbb/day 
and  16.5  cents  per  barrel  for  6.6  mbbl/day. 

In  the  Gulf  Coast,  for  the  levels  of  throughput  considered,  sav- 
ings under  the  best  of  assumptions  would  range  between  2.7  cents 
per  barrel  for  1.4  mbbl/day  and  18.2  cents  per  barrel  for  14.7 
mbbl/day. 

In  any  event,  the  penalties  from  building  a  deepwater  port  under 
false  assumptions  about  throughput  are  generally  not  that  great, 
<^ven  in  the  Gulf  Coast  region,  while  the  rewards  could  be  sub- 
stantial. 

In  short,  our  analysis  suggests  that,  on  the  basis  of  costs,  an 
argument  can  be  made  for  building  deepwater  port  facilities  on 
both  the  East  and  Gulf  Coasts. 

Let  me  now  talk  beyond  the  text,  if  I  may,  about  some  of  the 
other  considerations,  besides  economics,  that  will  enter  into  a  de- 
cision to  build  a  deepwater  port  in  the  United  States. 

First  of  all,  one  thing  that  comes  out  very  clearly  from  our  anal- 
ysis is  that  the  cost  of  building  the  port  facility,  itself,  is  almost 
trivial  by  small  compared  to  the  total  cost  of  shipping  oil  to  the 
United  States.  There  is  really  no  reason  for  the  government  to 
anticii:)ate  any  demand  or  expect  that  there  will  be  any  require- 
ment for  Federal  participation  in  the  construction  of  deepwater 
l^orts.  The  construction  of  these  ports  is  well  within  the  economic 
capacities  of  the  private  parties  who  would  want  to  build  them. 

Second,  wlien  the  Council  of  Economic  Advisers  was  conducting 
this  study  on  the  economics  of  deepwater  ports,  a  parallel  study 
yvas  being  undertaken  by  the  Council  on  Environmental  Quality. 
Something  happened  at  the  end  of  both  of  these  studies  which  was 
a  happy,  fortuitous  event.  What  turned  out  to  be  economically 
optimal  also  turned  out  to  be  environmentally  optimal  as  well. 
CEQ  concluded  that  a  monobuoy  located  relatively  far  out  at  sea 
would  be,  in  its  judgment,  the  environmentally  optimal  way  of 
bringing  crude  oil  to  the  United  States. 

I  think  we  have  to  look  at  the  alternatives.  "VVliat  is  happening 
at  present?  What  will  continue  to  happen  if  we  bring  in  the  addi- 
tional amounts  of  crude  oil  that  we  will  require?  We  now  have 
many  small  40,000-  or  50,000-ton  vessels  which  are  carrying  crude 
oil  to  the  United  States.  A  number  of  these  vessels  are  out  of  date. 
They  have  not  been  designed  to  include  various  environmental 
safeguards  that  would  be  included  on  very  large  crude  carriers. 
Some  of  them  leak.  They  have  single  bottoms.  At  present,  these 
vessels  are  coming  into  onshore  ports,  where  there  is  a  greater  risk 
of  collision  with  other  ships  and  also  with  various  structures  such 
as  bridge  abutments.  There  is  also  a  greater  risk  of  grounding,  and 
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they  contribute  to  the  congestion  that  may  exist  at  certain  port 
facilities. 

It  would  be  no  different  if  we  Avere  to  rely  on  offshore  deepwater 
•port  facilities  in,  let  us  sav,  the  Bahamas  or  Canada.  There,  a  very 
laro:e  crude  carriei-  would  unload  its  cargo  onto  smaller  vessels 
which  would  come  into  East  and  Gulf  Coast  U.S.  ports.  We  would 
have  the  same  risk  of  collision,  the  same  risk  of  grounding,  and 
the  same  contribution  to  congestion. 

By  contrast,  a  deepwater  port,  particularly  if  it  is  a  monobuoy, 
could  be  located  far  out  at  sea,  perhaps  from  10  to  40  miles  from 
the  shoreline.  It  would,  most  likely,  be  connected  to  onshore  stor- 
age facilities  by  pipeline,  which  is  the  safest  form  of  transmission 
given  environmental  considerations.  This  pipeline  would  be  con- 
structed with  appropriate  envii'onmental  safeguards,  such  as  a 
blocking-valve  system,  which  would  cut  off  any  leakage  that  might 
occur.  It  would  also  be  buried  both  for  economic  and  environmental 
reasons. 

Because  the  very  large  crude  carriers  would  he  discharging  their 
oil  far  out  at  sea,  there  would  be  a  limited  risk  of  grounding.  The 
VLCC  would  be  out  of  heavily  used  sea  lanes,  with  less  risk  of 
collision  with  other  vessels  and  bridges  and  other  structures. 

Moreover,  and  very  important,  the  very  large  crude  carriers 
would  be  new  vessels.  Aside  from  being  more  economic,  they  would 
be  designed  to  take  into  account  to  the  maximum  extent  environ- 
mental safeguards  such  as  double  bottoms  and  other  spill  preven- 
tion devices. 

There  is  a  third  alternative,  which  is  really  no  alternative  at  all, 
and  that  is  for  the  United  States  simply  not  to  import  oil  in  the 
future.  In  the  long  run  we  have  to  rely  on  domestic  sources,  but  in 
the  short  run  we  have  no  alternative.  During  the  next  5  to  7  years, 
if  we  are  to  avoid  far  more  substantial  shortages  than  we  are  ex- 
periencing at  the  present  time,  we  will  have  to  import  oil  or  we 
will  have  far  worse  problems  of  allocation  than  we  have  now. 

JNIr.  Chairman,  we  need  imports.  We  must  bring  them  into  our 
country  and  we  must  bring  them  in  in  the  most  efficient  and  most 
environmentally  sound  manner.  To  do  this  we  need  legislation 
authorizing  deepwater  ports. 

Thank  you. 

Mr.  Downing.  Thank  you.  Dr.  Johnson. 

Your  full  statement  will  appear  at  this  point  in  the  record. 

[Prepared  statement  follows:] 

Statement  of  De.  William   A.   Johnson,   Energy  Adviser  to  the   Deputt 

Secretary  of  the  Treasury 

Mr.  Chairman  and  members  of  the  committee,  I  am  delighted  to  appear 
before  you  today  to  discuss  deepwater  ports  and  their  relationship  to  the 
energy  needs  of  the  nation.  In  particular,  I  plan  to  focus  on  the  economic 
benefits  of  very  large  crude  carriers  and  the  construction  of  deepwater  ports 
to  accommodate  these  carriers.  This  issue  is  covered  in  my  prepared  state- 
ment. In  addition,  I  will  discuss  some  environmental  benefits,  which  are  not 
contained  in  the  statement.  This  statement  is.  Incidentally,  a  precis  of  a 
larger  study  done  under  my  direction  several  months  ago.  I  am  submitting 
it  for  the  record  and  will  only  summarize  it  here. 
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INTRODUCTION 

It  now  appears  to  many  observers  that  the  United  States  will  have  to  in- 
crease significantly  its  crude  oil  imports  in  the  near  future.  Projections  of 
import  demand  vary  widely.  Those  used  as  the  basis  of  this  study  have  been 
made  by  the  Interior  Department  for  both  the  East  and  Gulf  Coasts.  (See 
Tables  1  and  2). 

TABLE  1.— EAST  COAST  IMPORTS  THROUGH  DEEPWATER  PORTS 
[Thousands  of  barrels  per  day] 


1975 


1980 


1985 


2000 


Case  I.. 
Case  II. 
Case  III. 
Case  IV. 
Case  v.. 


765 

1,135 

1,572 

2,500 

765 

3,505 

5,106 

6,600 

765 

1,135 

1,572 

2,500 

765 

2,000 

1,200 

3,200 

765 

1,000 

600 

800 

TABLE  2.— GULF  COAST  IMPORTS  THROUGH  DEEPWATER  PORTS 
[Thousands  of  barrels  per  day] 


1975 


1980 


1985 


2000 


Case  I.. 
Case  II. 
Case  III. 
Case  IV. 
Case  v.. 


1,573 

1,805 

3,248 

10,  900 

1,573 

1,805 

3,248 

10,  600 

1,573 

4,175 

6,782 

14,  700 

1,573 

400 

0 

0 

1,573 

1,400 

600 

2,400 

The  level  of  throughput  for  each  region  will  depend  on  the  locations  of 
new  refinery  capacity  and  domestic  production  of  oil  and  natural  gas.  Pro- 
jections for  the  East  Coast  range  between  O.S  and  6.6  million  barrels  per  day ; 
for  the  Gulf  Coast,  between  0  and  14.7  million  barrels  per  day.  Future  im- 
port requirements  will  be  minimized  if  reserves  on  the  Outer  Continental 
Shelf  can  be  exploited  and  U.S.  production  of  alternative  fuels,  such  as 
natural  gas,  is  increased. 

The  most  efficient  means  of  transporting  large  tonnages  of  crude  oil  over 
long  distances  is  the  '"supertanker"  or  very  large  crude  carrier  (VLCC).  The 
definition  of  a  VLCC  varies.  At  a  minimum,  it  is  capable  of  hauling  in  ex- 
cess of  80,000  to  100,000  DWT  of  crude  oil.  Some  argue,  however,  that  a 
more  appropriate  definition  now  is  a  vessel  with  a  capacity  in  excess  of 
200.000  DWT.  The  largest  VLCC  to  date  is  477,000  DWT. 

Vessels  of  this  size  would  require  deepwater  ports  \  The  Gulf  Coast  has 
no  natural  harbors  capable  of  accommodating  this  class  of  tanker,  and  where 
.suitable  depths  exist  along  the  East  Coast,  such  as  in  Maine,  Long  Island 
Sound,  and  Delaware  Bay,  the  development  of  a  deepwater  port  has  been 
impeded  by  state  governments  and  is  likely  to  encounter  strong  opposition 
from  environmentalists.  Yet,  if  the  United  States  is  to  receive  VLCCs,  it 
must  build  these  ports. 

The  purpose  of  this  document  is,  first,  to  determine  whether,  given  cost 
considerations  alone,  it  would  benefit  the  nation  to  have  one  or  several  of 
these  ports  along  the  Ea.st  and  Gulf  Coasts.  To  do  this,  we  must  have  a  basis 
for  comparison.  Deepwater  ports  now  exist,  are  being  constructed,  or  have 
been  proposed  in  the  Canadian  maritime  provinces,  the  Yucatan  Peninsula, 
the  Bahamas,  Haiti,  Puerto  Rico,  and  the  Virgin  Islands.*  In  the  absence  of 
an  East  or  Gulf  Coast  deepwater  port,  oil  shipments  from  relatively  distant 
sources,  such  as  the  Persian  Gulf,  are  likely  to  be  carried  by  VLCCs  to  one 
of  these  sites  and  then  transhipped  by  smaller  tankers  to  the  United  States. 
We  have  assumed,  therefore,  that  the  benefits  of  a  U.S.  deepwater  port  will 
be  the  savings  likely  to  result  if,  instead,  crude  oil  were  shipped  to  a  U.S. 


1 A  port  capable  of  handling  250.000  DWT  tankers  must  have  a  minimum  depth  of 
about  75  feet.  With  restricted  draft  it  is  possible,  however,  to  operate  with  lower 
depths  depending  on  vessel  design  and  height  of  the  tide. 

'  Because  of  its  restricted  draft,  some  experts  question  whether  the  Virgin  Islands 
port  can,  properly,  be  called  a  deepwater  port.  Several  of  these  port  schemes  are  also 
thought  not  to  be  serious  proposals  by  knowledgeable  observers. 
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port  by  supertanker  and  then  transferred  to  mainland  refineries  by  pipeline, 
tug-barge,  or  smaller  tanker.  If  these  savings  are  positive,  a  case  could 
be  made  that  a  U.S.  deepwater  port  is  economically  justified. 

A  second  objective  of  the  study  is  to  determine  which  of  several  alternative 
technologies  for  building  a  U.S.  deepwater  port  and  transferring  oil  to  the 
mainland  are  most  desirable  given  cost  considerations  alone.  Three  basic 
port  technologies  exist:  the  monobuoy ;  the  sea  island;  and  the  artinciai 
island"  There  are  also  three  alternative  technologies  for  transferring  the 
imported  crude  oil  to  mainland  refineries:  pipeline,  tug-barge,  and  small 
tanker.  Which  technology  or  combination  of  technologies  is  most  economic 
will  depend  on  the  relative  costs  of  each  alternative. 

Finallv,  the  studv  also  estimates  the  additional  costs  of  various  environ- 
mental safeguards  thought  necessary  to  prevent,  contain,  or  clean  up  oil 
spills.  In  this  wav,  it  determines  whether  these  increased  costs  could  affect 
the  choice  of  a  location  or  technology  for  a  U.S.  deepwater  port,  particularly 
if  the  safeguards  required  by  the  U.S.  Government  are  not  required  by  foreign 
governments. 

METHODS  OF  ANALYSIS 

The  basic  method  of  analvsis  used  in  this  study  is  a  comparison  of  all 
costs  of  landing  a  given  amount  of  crude  oil  at  East  and  Gulf  Coast  refin- 
eries through  U.S.  and  foreign  deepwater  ports.  Because  throughput  is  held 
constant  savings  in  costs  can  be  treated  as  a  rough  measure  of  benehts.  Ut 
course  a  number  of  other  factors,  such  as  environmental  considerations  and 
national  securitv.  will  have  a  bearing  on  whether  a  U.S.  deepwater  port 
would  be  beneficial  and  should  be  built.  Our  study  measures  only  the  economic 

benefits  of  a  superport.  „     ,  ^,  ^.^„^  . 

We  divide  our  analvsis  into  four  "modules".  The  first  three  are  sequential, 
the  supertanker,  the  deepwater  port,  and  the  transfer  leg.  Crude  oil  must 
first  be  shipped  from  the  origin  to  the  deepwater  port.  It  must  then  be  trans- 
ferred from  the  port  to  the  refinery.  The  fourth  module,  environmental  safe- 
guards, is  additive  to  the  first  three.  On  each  leg,  additional  investment, 
operations,  and  maintenance  costs  will  be  required  to  meet  environmental 
standards  specified  by  the  government. 

Originally,  we  had  hoped  to  include  two  additional  modules:  the  refinery 
and  post-refinerv  leg.  The  refinery  costs  probably  account  for  the  largest 
share  of  the  total  costs  of  processing  imported  crude  oil.  However,  withm 
each  region,  the  additional  refinery  capacity  required  by  greater  U.S.  con- 
sumption of  imported  crude  oil  should  cost  more  or  less  the  same  regardless 
of  which  alternative  is  chosen  or  whether  a  deepwater  port  is  built  at  all. 
If  so    exclusion  of  refinerv  costs  should  not  bias  our  results. 

Exclusion  of  the  post-refinery  leg  may  pose  some  difficulties.  Opinions  vary 
on  whether,  in  a  free  market,  a  particular  deepwater  port  location  would 
affect  or  be  affected  bv  the  location  of  refinery  capacity.  Some  feel  that  a  port 
location  would  be  determined  by  the  refineries'  location  and  the  refineries 
location  bv  the  internal  distribution  system.  Others  argue  just  the  opposite 
A  deepwater  port  will  determine  the  location  of  refineries  and  petrochemical 
complexes  antT  in  turn,  the  internal  distribution  system.  In  any  final  anal- 
ysis, one  must  consider  whether  the  post-refinery  leg  does  have  an  impact 
"on  the  economics  of  a  deepwater  port. 

Our  treatment  of  capital  costs  in  this  study  poses  at  least  two  difficulties. 
First  the  time  required  to  build  and  install  each  capital  input  varies  from 
0  5  years  to  6  years.  Second,  the  anticipated  lifetime  of  each  component  also 
varies  from  is'  to  99  years.  Differences  in  construction  period  and  lifetimes 
may  have  a  bearing  on  which  type  of  facility  should  be  built.  These  differ- 
ences must  also  be  taken  into  account  in  any  estimate  of  the  total  costs  ot  a 
port  facility. 

3  A  monohuov  i=i  also  called  a  sinsle  point  moorin<r  or  single  buoy  mooring  As  its 
name  Ses  it  ^  a  mooring  facility  at  which  the  tanker  can  connect  with.  P'r^Jines 
distribi^inV  oil  to  mainland  storage  facilities  and  refineries.  The  term  "sea  island  is 
of?en  I  serinterchan^eably  with  the  term  "platform",  although  the  two  --"-^by  no  means 
svnonvmous  The  sea  island  assumed  in  this  study  is  a  platform  connected  by  pipeline 
^othe'^Znland  storage  areas.  Discharge  of  oil  may  also  occur  by  ^1}  "-^":fbiP  t/ansfer 
at  the  Platform  An  artificial  island  is  a  man-made  island  built  up  with  fill  Aside  from 
fts  construcHon,  ft  differs  from  a  sea  island  primarily  in  that  storage  facilities  would 
be  located  on  the  island  and  not  on  the  shore. 
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Usins  a  10  percent  discount  rate,  the  cost  of  each  capital  input  are  com- 
pounded annually  to  present  value  during  the  initial  year  of  operation.  The 
present  value  for  each  input  is  then  converted  to  an  equivalent  annual  cost 
by  dividing  by  an  annuity  factor/  This  method  of  handling  capital  costs  is 
logically  identical  to  the  more  familiar  present  value  and  internal  rate  of 
return  calculations.  However,  it  has  three  major  advantages.  First,  the  differ- 
ent lifetimes  of  each  capital  input  can  be  handled  easily  without  having  to 
make  assumptions  about  the  length  of  service  of  tlie  deepwater  port  or  the 
scrap  value  of  its  components.  Second,  equivalent  annual  cost  best  meets  the 
primary  objective  of  the  study — to  estimate  cost  differentials  for  alternative 
port  facilities.  The  equivalent  annual  cost  is  an  annualized  measure  of  capi- 
tal costs ;  the  differences  between  the  equivalent  annual  costs  of  two  port 
facilities,  the  annual  cost  differential  or  measure  of  benefits  resulting  from 
the  construction  of  one  alternative  rather  than  another. 

Operating  and  maintenance  costs  can  be  added  directly  to  the  equivalent 
annual  ccpts  of  capital  inputs.  Some  O  and  M  costs  are  associated  with  each 
major  component  of  the  deepwater.  Others  are  spread  over  all  components. 
We  assume  two  types  of  O  and  M  costs :  linear  and  step.  A  cost  is  judged  to 
be  linear  if,  within  each  increment,  it  increases  with  throughput.  It  is  judged 
to  be  step  if  it  increases  only  at  the  beginning  of  the  increment.^ 

In  Table  3,  we  present  a  sample  print-out  summarizing  the  cumulative 
equivalent  annual  costs  of  all  increments  required  to  raise  the  capacity  of  a 
monobuoy  off  Long  Branch,  New  Jersey,  from  0  to  6  million  barrels  of  crude 
oil  per  day.  This  print-out  indicates  the  costs  of  all  four  modules.  The  total 
equivalent  annual  cost  for  the  Long  Branch  monobuoy  is  $368.8  million  for 
1  mbbl/day  throughput.  This  cost  rises  to  $765.4  million  for  2.2  mbbl/day 
and  $2.0  billion  for  6  mbbl. 

TABLE  3.— ESTIMATED  COSTS  OF  A  LONG  BRANCH  MONOBUOY  WITH  PIPELINE  DISTRIBUTION  TO  EAST  COAST 
REFINERIES  USE  OF  FOREIGN  SUPERTANKERS  AND  0  TO  6  MBBL/DAY  THROUGHPUT  ASSUMED 
IThousands  of  dollars  equivalent  annual  costs] 


Foreign  tankers  noneviron 

mental  costs 

Enviror 

imental  costs 

Throughput    Supertank 

Port 

Transfer       Subtotal 

Barge  DB  Tanker  DB  Other  ENV 

Subtotal 

Total 

O.O-l-               0 

12,339 

15,899         28,738 

0 

0 

3,017 

3,017 

31,755 

1.0-      301,967 

14,  593 

18,  768        335,  329 

255 

27,821 

5,417 

33, 493 

368. 821 

l.O-f      301,967 

20,118 

19,755        341,840 

255 

27,821 

5,417 

33,  493 

375.332 

2.  2-      659,  560 

21,174 

19,  806       700.  539 

255 

59, 209 

5,417 

64,881 

765,  420 

2.  2-t-      659,  560 

28.  329 

21,121        709,009 

255 

59,  209 

5,417 

64,  881 

773,  899 

3.4-  1,017,152 

29,  543 

23,737     1,070,431 

510 

90,  597 

5,417 

96,  523 

1,166,954 

3.4+  1,017,152 

36,  697 

25,052    1,078,900 

610 

90,  597 

5,417 

96,  523 

1,175.423 

4.7-  1,398,584 

37,911 

25,120    1,461.614 

510 

131,970 

5,417 

137,  896 

1,599,510 

4.7+  1,398.584 

45,065 

26,435    1,470,084 

510 

131,970 

5,417 

137,896 

1,607,980 

6.0-  1,787,962 

46,  279 

29,051    1,263,292 

764 

165,  397 

5,417 

171,578 

2,034,870 

Table  3,  in  effect,  traces  a  cost  curve  for  the  Long  Branch  monobuoy.  This 
curve  is  plotted  in  Figure  1,  along  with  a  similar  curve  for  a  sea  island 
located  in  Nova  Scotia  and  .supplying  crude  oil  to  the  East  Coast  U.S.  market 
by  means  of  tanker.  These  cost  curves  provide  the  basis  for  oiir  comparison 
of  alternative  deepwater  ports.  Tlie  least  cost  port  facility  will  have  tlie 
lowest  curve  for  a  given  level  of  throughput. 

For  the  two  cases  illustrated,  the  Long  Branch  monobuoy  is  clearly  optimal 
for  all  but  the  lowest  level  of  througliput.  The  vertical  distance  between  the 
curves  measures  the  savings  or  benefits  resulting  from  relying  on  the  Long 
Branch  rather  than  the  Canadian  facility.  For  example,  at  6  mbbl/day,  the 
aimual  savings  made  possible  by  the  American  port  would  be  about  $346 
million  or  about  16(^  per  barrel. 

Tlii.s,  in  brief,  is  how  our  analysis  of  alternative  deepwater  port  facilities 
is  structured.  In  all,  23  U.S.  and  three  foreign  port  facilities  are  considered. 
(See  Table  4).  The  investment  in  each  of  these  facilities  is  converted  to 
equivalent  annual  cost  measures  and  then  added  to  annual  O  and  M  costs. 

*  An  annuity  is  an  annual  Income  paid  in  equal  installments  for  a  specified  period 
of  time.  This  income  is  equivalent  when  discounted  to  a  fixed  initial  payment  by  the 
investor.  The  annuity  period  assumed  is  the  anticipated  lifetime  of  each  capital  input. 

5  Most  capital  costs  are  treated  as  step  costs.  There  are  two  major  exceptions,  how- 
ever :  tug-barges  and  tankers. 
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"In  this  way,  cost  functions  are  generated  for  each  port  over  a  range  of 
tliroughputs.  Finally,  for  given  levels  of  throughput,  each  of  the  facilities  is 
ranked  and  the  differences  in  costs  between  these  facilities  and  the  lowest 
cost  alternative  are  computed. 

We  should  stress  at  the  outset  that  our  choice  of  locations  is  illustrative 
only.  We  have  selected  as  wide  a  cross-section  of  alternative  sites  as  possible 
where  suitable  engineering  and  cost  data  were  available.  In  the  end,  the 
choice  of  particular  locations  will  depend  on  the  companies,  states,  and  local 
communities  involved,  and  not  a  study  by  the  Federal  Government. 

In  the  next  .section,  we  discuss  the  many  assumptions  underlying  this  study ; 
in  the  following  section,  some  of  its  basic  conclusions.  Finally,  in  the  last 
section,  we  estimate  the  benefits  (or  losses)  likely  to  result  from  reliance 
on  the  least  cost  U.S.  superport  rather  than  its  least  cost  foreign  alternative. 

BASIC  ASSUMPTIONS 

We  have  had  to  make  a  number  of  assumption.s.  In  several  ca.ses,  we  have 
been  able  to  test  the  sensitivity  of  our  analysis  to  these  assumptions ;  in 
most  cases,  however,  we  have  not.  Throughout,  we  have  tried  to  make  these 
assumptions  as  realistic  as  possible.  In  this  section,  we  also  try  to  make  them 
as  explicit  as  possible. 

1.  The  Locations  of  U.S.  and  Foreign  Superports. — As  we  have  indicated 
in  Table  4,  we  examine  seven  locations  on  the  East  and  Gulf  Coasts  and  two 
locations  abroad.  Additional  U.S.  sites  have  been  sugge.sted,  particularly 
along  the  Gulf  Coast.  Additional  foreign  .sites  have  also  been  suggested  in- 
cluding IMexico,  Puerto  Rico,  and  New  Brunswick,  Canada.  For  our  purposes, 
the  sites  selected  are  more  than  ample.  They  cover  the  general  areas  likely 
to  be  chosen  as  locations  for  deepwater  port  facilities.  However,  because 
some  potential  sites  have  been  omitted,  our  study  cannot  and  should  not 
be  considered  the  definitive  answer  to  where  a  deepwater  port  ought  to  be 
located.  Specific  site  studies  would  be  necessary  before  making  such  a  de- 
termination. 

2.  Choice  of  the  Base  Cases. — We  have  chosen  as  a  basis  for  comparison 
deepwater  ports  in  the  Canso  Straits  in  Nova  Scotia,  and  near  Freeport  in 
the  Bahamas.  These  ports  now  exist  or  are  under  construction  at  these  sites. 
None,  however,  involves  crude  oil  transshipment  to  the  United  States.  In- 
stead, these  ports  are  intended,  for  the  most  part,  to  handle  imported  crude 
refined  nearby  to  supply  certain  finished  products  to  U.S.  markets.  The  hy- 
pothetical foreign  superports  assumed  in  this  study  would  allow  transfer 
of  large  tonnages  of  oil  destined  for  the  United  States  from  supertankers 
to  smaller  ve.ssels.  The.se  vessels  would  then  enter  existing  U.S.  ports. 

There  are  alternative  bases  for  comparison.  For  example,  the  supertanker 
might  discharge  its  crude  by  lightering  at  sea.  We  have  not  chosen  this  al- 
ternative, among  other  reasons,  because  it  is  generally  thought  to  be  environ- 
mentally unsound.  Some  feel  that  the  base  case  should  be  continued  use  of 
regular  port  facilities  and  tankers  averaging,  let  us  say  40,000  DWT.  The 
problem  with  this  option,  however,  is  that  the  economic  benefits  of  the  larger 
tankers  have  been  demonstrated  and.  for  this  reason,  both  supertankers  and 
:foreign  deepwater  ports  are  now  being  built.  It  .seems  unlikely  that,  once 
they  are  completed,  the  domination  of  smaller  tankers  on  longer  runs  would 
continue. 

The  base  case  chosen  is  not  ideal.  However,  all  things  considered,  it  ap- 
pears to  be  the  most  realistic  choice  possible. 

3.  The  Choice  of  Technologies  for  the  Deepwater  Ports. — We  assume  one  of 
three  port  technologies. 

a.  Monot)uoy. — The  monolnioy  is  an  offshore  mooring  connected  to  mainland 
storage  facilities  by  a  pipeline.  It  would  not  have  the  protection  of  a  break- 
water and  the  supertanker  would  be  free  to  rotate  around  the  buoy.  The 
monobTioy  is  the  simplest  and  cheapest  of  the  three  alternatives. 

b.  Sea  Island. — The  sea  island  would  be  fastened  by  piles  to  the  ocean 
floor.  The  sea  island  is.  in  each  case  studied,  protected  by  a  natural  break- 
water. The  supertanker  would  be  tethered  on  one  side  at  both  the  bow  and 
stern.  The  crude  oil  would  then  be  transferred  from  the  tanker  to  storage 
facilities  on  shore  by  means  of  one  or  more  pipelines. 

c.  Artificial  Island. — An  island  would  be  constructed  with  fill  and  protected 
by  a  natural  or  man-made  breakwater.  The  primary  function  of  the  island, 
over  and  above  that  of  a  sea  island  or  monobuoy,  would  be  to  house  storage 
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facilities.  Transfer  to  the  mainland  could  occixr  by  pipeline,  tug-barge,  or 
small  tanker.  The  artificial  island  is  the  most  elaborate  and,  generally,  the 
most  costly  of  the  three  alternatives. 

Not  all  technological  alternatives  are  assumed  at  each  site.  We  have  ex- 
cluded tho.se  alternatives  for  both  American  and  foreign  ports  that,  in  its 
judgment,  are  not  feasible  from  an  engineering  point  of  view.  The  technolo- 
gies assumed  at  each  site  are  also  listedi  in  Table  4. 

4.  Sources  of  Imported  Crude  Oil. — We  assume  that  all  crude  oil  shipped 
through  East  and  Gulf  Coast  deepwater  ports  will  come  from  the  Tersian 
Gulf.  This  may  .seem  an  extreme  assumption.  However,  in  terms  of  reserves, 
the  Persian  Gulf  easily  outranks  all  other  producing  areas.  Although  some 
oil  imports  may  also  come  from  Libya,  Nigeria,  and  Venezuela,  the  source 
of  most  new  oil  imports  will  be  the  Persian  Gulf  fields." 

Moreover,  not  all  imported  crude  oil  will  be  shipped  to  the  United  States 
in  VLCCs  and  tlirough  deepwater  ports.  The  economics  of  the  supertanker 
will  depend,  among  other  things,  on  the  length  of  the  haul.  This  fact,  alone, 
rules  out  use  of  the  supertanker  to  carry  Venezuelan  oil.  Imports  from 
Venezuela,  and  possibly  Lil)ya  and  Nigeria,  will  still  be  carried  by  smaller 
tankers  through  conventional  port  facilities.  There  is  provision  in  our  esti- 
mates of  througiiput  for  some  imports  of  crude  oil  by  other  than  super- 
tankers and  through  other  than  deepwater  ports. 

Table  4. — Port  and  transfer  technologies  for  super-port  sites 

Machias Sea  Mand    (platform) — Tvig  barge. 

Raritan  Bay Sea    Island    (platform) — Pipeline. 

Sea  Island  (platform) — Tug  barge. 

Lsland — Pipeline. 

Island — Tug  barge. 
Long  Branch Island — Tug  barge. 

Island — Pipeline. 

Monobuoy — Pipeline. 

Monobuoy — Tug  barge. 
Cape  May Sea  Mand  (platform) — Pipeline. 

Island — Tug  barge. 

Island — Pipeline. 

Sea  Island  (platform) — Tug  barge. 
Cape  Henlopen Monobuoy — Pipeline. 

Monobuoy — Tug  barge. 

Lsland — Pipeline. 

Island — Tug  l)arge. 
Bayou  LaFourche Island — Pipeline. 

Island — Tug  l)arge. 

Monobuoy — Tug  barge. 

Monobuoy — Pipeline. 
Freeport Monobuoy — Pipeline. 

Monobuoy— Tug  barge. 

Nova  Scotia Sea  Island  (platform) — Tanker. 

1.   Disti'ihution  to  East  Coast  Refineries. 
Bahamas , Sea  Island  (platform) — Tanker. 

1.  Distribution  to  East  Coast  Refineries. 

2.  Distribution  to  Gulf  Coast  Refineries. 


One  might  also  consider  oil  .shipments  via  VLCC  from  the  eastern  Medi- 
terranean. These  shipments  would  carry  both  Libyan  and  Persian  Gulf  oil, 
the  latter  transported  to  the  eastei'u  Mediterranean  by  means  of  pipeline. 
Because  of  political  instability  in  the  Middle  East,  the  vulnerabiliiy  of  the 
pipeline,  and  the  policies  of  the  present  IJbyan  regime,  it  now  seems  highly 
unlikely  that  the  United  States  would  find  it  possil)le  to  rely  heavily  on  tliis 
source  of  foreign  oil.   We  have,   therefore,  chosen   to  ignore  this  alternative. 


8  For  example,  see  U.S.  Department  of  Commerce,  Maritime  Administration,  Feasihility 
of  a  North  Atlantic  Deepwater  Oil  Terminal,  Soros  Associates,  Julj',  1972,   pp.  8-11. 
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5.  The  Level  of  Throughput  at  U.S.  Dccpwater  Ports. — Because  the  study 
estimates  the  costs  of  each  alternative  at  various  levels  of  throughput,  it  ia 
important  to  know  the  range  of  throughput  over  which  one  must  carry  the 
analysis.  For  all  East  Coast  and  one  Gulf  Coast  port,  we  assume  0  to  6  mil- 
lion barrels  per  day ;  for  the  remaining  Gulf  Coast  port,  0  to  10  million  bar- 
rels. These  estimates  are  based  on  throughput  projections  discussed  in  the 
first  section. 

The  level  of  throughput  is  increased  segmentally  for  each  deepwater  port. 
The  size  of  each  segment  was  determined  by  the  Army  Corps  of  Engineers 
to  be  consistent  with  best  engineering  practice.  In  general,  four  or  five  dis- 
crete steps  are  required  to  reach  an  ultimate  throughput  of  6  million  barrels 
per  day. 

6.  The  Size,  Type,  and  Number  of  Supertankers — We  also  assure  through- 
put a  2.50,000  DWT  supertanker. 

Since  choosing  250,000  DAVT,  Shell  Oil  has  announced  contracts  for  two 
520.000  ton  tankers  and  trade  journals  have  begun  discussing  the  possibility 
of  one  million  ton  tankers  in  the  not  too  distant  future.  The  250,000  ton 
tanker  may,  by  1980  or  1985,  be  as  outdated  as  the  20,000  ton  tanker  is  now. 

To  assume  a  larger  supertanker  would  require  considerable  reworking  of 
the  data.  For  our  purposes,  however,  it  is  sufficient  to  note  that  the  larger 
the  tanker,  the  more  likely  that  those  deepwater  port  alternatives  relatively 
close  to  the  shore  (i.e..  sea  islands  and  artificial  islands)  would  be  placed 
at  a  greater  cost  disadvantage.  Much  would  depend  in  the  amount  of  dredg- 
ing and  the  length  of  berths  required  to  accommodate  the  larger  tankers  at 
tlie  various  port  sites.  By  contrast,  because  the  monobuoys  are  further  out 
at  sea,  their  costs  should  be  less  affected  by  changes  in  tanker  size.'' 

We  have  computed  costs  for  both  U.S.  and  foreign  flag  supertankers.  The 
choice  of  flag  is  critical  to  the  study  of  the  economics  of  U.S.  and  foreign 
deepwater  ports.  Under  all  assumption,  the  VLCC  is  responsible  for  over  SO 
percent  of  the  total  costs  of  deepwater  port  operations.^ 

The  equivalent  annual  cost  of  a  foreign  vessel  is  about  60  percent  that  of 
a  domestic  vessel.  Clearly,  anything  that  influences  the  relative  costs  of 
VLCCs  will  influence  the  relative  costs  of  deepwater  port  operations. 

We  also  assume  two  types  of  tanker  construction :  conventional  and  double 
bottoms.  Double  bottoms  are  considered  by  EPA  and  CEQ  to  be  among  the 
most  important  environmental  safeguards  necessary  to  assure  reasonable 
protection  against  major  oil  spills.  We  treat  the  cost  of  double  bottoms  as 
additive.  In  this  way,  we  are  able  to  estimate  whether  a  U.S.  requirement 
that  supertankers  have  double  bottoms,  which  is  not  imposed  by  Canada  or 
the  Bahamas,  might  put  U.S.  deepwater  ports  at  a  significant  cost  disad- 
vantage." 

Finally,  we  must  estimate  the  number  of  supertankers  required  for  each 
level  of  throughput,  each  deepwater  port,  and  each  technology.  This  number 
varies  with  both  level  of  imports  and  distance.  It  also  varies  with  weather 
conditions  and  the  existence  of  natural  or  manmade  breakwaters  at  each 
site.  For  example,  for  a  certain  number  days  monobuoys  in  the  Atlantic  may 
be  inoperable  because  of  the  weather.  Supertankers  would  have  to  stand-off 
before  being  able  to  moor  and  discharge  their  cargoes.  By  contrast,  pro- 
tected sea  islands  and  artificial  islands  along  the  Atlantic  Coast  would 
have  a  greater  all-weather  capability  and  would,  for  this  reason,  allow  more 
efficient  use  of  YLCCs.  This  cost  differential  should  be  considered  in  our 
analysis  of  alternative  port  sites  and  technologies. 

7.  Assumptions  about  the  Weather. — The  treatment  of  weather  was,  per- 
haps, the  most  difiicult  issue  considered  in  the  study.  Originally,  we  assumed 
a  weather  differential  which  we  then  expressed  in  terms  of  less  efficient  use 
of  YLCCs  serving  both  Atlantic  and  Gulf  Coast  monobuoys.  (All  sea  islands 
and  artificial  islands  would  be  protected  by  natural  or  man-made  break- 
waters; monobuoys  would  not.)   This  assumption  did  not  affect,  appreciably, 

"  Some  observers  believe  it  is  possible  to  design  larger  tankers  with  minimal  addition 
to  draft.  If  so,  use  of  larger  tankers  may  not  affect  appreciably  the  relative  costs  of 
deeiiwater  ports  close  to  the  shore.  However,  the  reduced  draft  may  be  achieved  at  still 
another  price,  less  efficient  handling  of  the  vessel. 

s  For  the  example  of  the  Long  Branch  monobuoy,  see  Table  3. 

6  In  estimating  the  higher  costs  of  double  bottoms  we  not  only  consider  the  higher 
construction  costs,  but  also  the  lower  carriage  capacity  of  double  bottom  vessels  having 
the  same  dimensions  as  conventional  vessels. 
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the  relative  costs  of  the  East  Coast  alternatives;  sea  islands  and  artificial 
islands  in  New  York  Harbor  and  Delaware  Bay  are  favored  by  extreme  as- 
sumptions about  weather  differentials  in  the  Atlantic.  The  monobuoy  alter- 
natives are  favored  by  the  absence  of  weather  differentials. 

Disagreement  with  our  initial  treatment  of  the  weather  differential 
stemmed,  in  part,  from  objections  to  our  implicit  assumption  that  mono- 
buoy  practices  would  continue  with  little  improvement  in  the  near  future. 
In  fact,  monobuoy  operations  are  relatively  recent  and  have  been  evolving 
rapidly.  There  is  a  consensus  in  the  industry  that,  as  experience  in  the  use 
of  monobuoys  grows,  technology  will  improve  to  the  point  where  downtime 
because  of  weather  will  be  minimized.  If  so,  the  monobuoys  would  suffer 
little,  if  any,  disadvantage  because  of  adverse  weather  conditions.  Second, 
the  primary  constraint  imposed  by  weather  is  not  in  the  discharging  of  oil 
in  high  seas,  but  in  the  tanker's  mooring  at  the  monobuoys.  In  most  condi- 
tions of  weather,  it  would  be  possible  for  pumping  to  occur  as  long  as  there 
were  a  break  in  the  weather  sufficient  to  allow  mooring.  Third,  the  problem 
is  essentially  one  of  queueing.  Adverse  weatlier  would  result  in  a  line-up  of 
tankers  at  the  monobuoy.  Work  by  EPA  suggests  that  the  size  of  the  queue 
and,  hence,  waiting  time  could  be  reduced  substantially  by  the  simple  and 
relatively  inexpensive  expedient  of  adding  one  additional  monobuoy.  Finally, 
the  island,  too,  may  be  inoperable  during  bad  weather  if  the  tugs  needed  to 
assist  tankers  to  their  berths  are  unable  to  put  to  sea. 

For  these  reasons,  we  also  estimate  the  costs  of  the  various  alternatives 
assuming  no  weather  differential  at  a  given  location.  This  assumption,  in 
effect,  sets  a  lower  as  well  as  an  upper  boundary  to  the  impact  of  weatlier 
conditions  on  the  choice  of  deepwater  port  locations  and  technologies.  For 
the  most  part,  we  restrict  ourselves  in  this  paper  to  the  second  case  only. 
We  assume  no  weather  differential  at  each  port  site. 

8.  The  Discount  Bate. — We  use  throughout  a  discount  rate  of  10  percent. 
This,  we  feel,  is  a  realistic  measure  of  the  value  of  capital  in  the  United 
States.  It  is  also  the  standard  now  used  by  0MB. 

Our  choice  of  10  percent  has  stirred  some  controver.sy.  This,  it  is  argued, 
is  much  too  low  and  unacceptable  to  industry  given  the  substantial  risks 
involved  in  constructing  a  deepwater  port.  What  are  these  risks?  For  one, 
recent  changes  in  U.S.  oil  import  policies  may  result  in  a  reduced  need  for 
imports  beyond,  let  us  say,  1980  or  1985.  Or,  there  may  be  changes  in  policies 
affecting  other  energy  sources,  such  as  natural  gas,  that  increase  the  con- 
sumption of  these  sources  and.  because  of  this,  decrease  import  demand  for 
crude  oil.  In  each  case,  the  risks  involve,  primarily,  the  useful  or  economic 
lifetime  of  the  deepwater  port  facility.  We  account  for  these  risks  by  vary- 
ing the  lifetime  of  the  facility  to  determine  whether,  in  fact,  this  would 
result  in  different  port  sites  and  technologies  providing  the  least  cost  means 
of  importing  Middle  Eastern  crude  oil.  In  effect,  therefore,  10  percent  repre- 
sents a  risk-free  rate  of  return  on  investment. 

9.  The  Lifetime  of  the  Facility. — We  assume,  first,  that  each  capital  input 
would  be  used  for  its  full  physical  lifetime.  We  tlien  assume  maximum  eco- 
nomic lifetimes  of  20  and  10  years  in  the  expectation  that  the  port  would 
be  used  only  for  a  finite  number  of  years,  after  which  alternative  sources 
of  fuel  or  energy  would  come  into  being  and  terminate  a  substantial  U.S. 
requirement  for  imported  oil.  However,  we  exclude  from  this  constraint 
capital  inputs  that  are  not  committed  to  the  port  itself,  but  would  have 
alternative  uses  were  the  port  to  cease  operations.  These  inputs  are  assigned 
their  full  physical  lifetimes  throughout.  The  most  important  are  super- 
tankers. 

Imposition  of  a  20-year  lifetime  on  non-reusable  capital  imputs  yields 
results  little  different  from  our  initial  assvimption  of  full  physical  lifetime. 
However,  imposition  of  a  10-year  economic  lifetime  does  result  in  some 
change  in  our  conclusions.  As  a  general  rule,  the  shorter  the  lifetime,  the 
more  the  monobuoy  and  tug  barge  mode  of  transfer  are  favored  over  the 
islands  and  pipeline  transfer.  In  any  event,  the  cost  differentials  are  not 
that  great.  For  our  purposes,  we  can  assume  full  physical  lifetime.  Alternative 
computations  are  available,  however,  for  those  who  would  prefer  a  different 
assumption. 

10.  The  Location  of  New  Refinery  Capacity. — The  destinations  to  which 
throughput  is  transferred  will  depend  on  the  location  of  new  refinery  capacity. 
In  the  absence  of  any  guidelines,  we  have  assumed  that  the  geographic  dis- 
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persion  of  East  and  Gulf  Coast  refineries  will,  in  the  future,  be  the  same  as 
the  dispersion  at  present.  On  the  East  Coast,  this  means  transshipment  of 
large  amounts  of  crude  oil  to  New  York  and  the  Upper  Delaware  Bay  and 
a  small  amount  of  crude  oil  to  the  New  York  River.  On  the  Gulf  Coast,  tliis 
means  transshipment  to  the  many  refineries  located  on  or  near  the  Gulf  of 
Mexico.  The  percentages  of  throughput  assumed  to  be  distributed  to  each 
refinery  site  on  each  coast  are  presented  in  Table  5. 

Some  have  disagreed  with  this  choice  of  locations  of  future  demand  for 
crude  oil.  Where  demand  will  be  located  in  the  year  2000  is  anyone's  guess. 
Some  dispersion  of  refinery  capacity,  particularly  on  the  east  coast,  now 
seems  likely. 

11.  The  Choice  of  Technology  for  the  Transfer  Leg. — We  also  assume  three 
means  of  transferring  the  crude  oil  from  the  deepwater  port  to  refineries : 
pipeline,  tug-barge,  and  small  tanker.  In  no  case  is  a  pure  transfer  tech- 
nology assiuned.  On  the  East  Coast,  for  example,  the  imported  crude  oil  may 
be    pumped    ashore    by    pipeline    and    then    transshipped    by    tug-barge    to    a 

Tabi-e  5. — The  assumed  distribution  of  crude  oil  to  various  refinery  sites 

East  Coast: 

Percentage  to: 

Yorktown 4.  0 

New  York 2G.  0 

Wilmington 70.  0 

Gulf  Coast: 

Percentage  to: 

New  Orleans  ' 5.  0 

Baton  Rouge 8.  9 

Lake  Charles 6.  4 

Pascagoula 5.  8 

Houston 19.  7 

Beaumont 26.  7 

Corpus  Christi 6.  3 

Texas  City 9.  4 

Freeport 1.  8 

1  The  New  Orleans  percentage  was  subsequently  changed  to  "15.0." 

refinery.  Pipeline  transshipment  would  be  used  only  if  there  is  suflScient 
throughput.  This  is  not  the  case  for  the  York  River  refinery  which,  it  is 
assumed,  would  under  all  circumstances  receive  its  crude  oil  via  tug-barge 
or  tanker.^" 

We  were  also  faced  with  a  choice  between  tug-barges  and  small  tankers. 
An  examination  of  costs  suggested  that,  for  short  hauls  close  to  the  shore, 
tug-barges  provide  much  the  more  eflScient  alternative.  For  relatively  long 
hauls,  however,  the  opposite  is  the  case.  The  reason  for  this  is  that  the 
higher  costs  of  tankers  are  then  nullified  by  the  greater  speeds  obtained  on 
the  open  seas.  The  breakeven  point  appears  to  occur  at  about  1000  miles 
round  trip.  Therefore,  to  simplify  our  analysis,  we  assume  that  tug-barges 
would  be  used  for  transfer  from  a  U.S.  deepwater  port  while  tankers  would 
be  used  for  transfer  from  a  foreign  deepwater  port  to  U.S.  refineries. 

We  assume  throughout  that  the  tug-barge  and  tanker  would  have  a 
40,000  DWT  capacity.  We  also  assume  both  conventional  and  double  bottom 
tug-barges  and  tankers.  Finally,  we  assume  that  tug-barges  carrying  crude 
oil  to  U.S.  refineries  would  be  subject  to  the  Jones  Act  and  would,  under  all 
circumstances,  sail  under  the  U.S.  flag,  while  tankers  carrying  crude  oil 
from  foreign  deepwater  ports  would  have  an  advantage  in  their  ability  to 
sail  under  a  foi-eign  flag. 

12.  Restriction  of  Refinery  Demand  to  PADs  I  and  III. — AVe  also  assume 
that  all  imports  of  crude  oil  through  East  Coast  deepwater  ports  will  serve 
PxlD  I    (East  Coast)    refineries,  while  all  imports  through   Gulf  Coast  deep- 


^0  In  retrospect,  we  should  have  ignored  distribution  to  the  York  River  refinery  alto- 
gether on  the  assumption  that,  were  this  refinery  to  depend  on  foreitrn  crude,  it  could 
be  accommodated  by  smaller  tankers  sailing  directly  to  the  York  River  from  origins 
other  than  the  Persian  Gulf. 
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water  ports  will  serve  PAD  III  (Gulf  Coast)  refineries.  This  is  an  extreme 
assumption  that,  in  retrospect,  we  wish  we  had  varied.  In  ijraftice,  some 
of  the  crude  oil  entering  the  United  States  through  PAD  I  will  be  trans- 
shipped to  other  PADs.  This  is  especially  true  of  Gulf  Coast  ports  which 
would  also  supply  PAD  II    (the  central  states)   and  PAD  III  refineries. 

Our  restriction  of  throughput  to  the  PAD  in  which  the  port  is  located 
probably  does  not  have  that  great  an  impact  on  the  relative  costs  of  East 
Coast  deepwater  ports.  However,  it  does  bias  our  results  for  the  Gulf.  Under 
all  assumptions  about  throughput,  a  monobuoy  at  Freeport,  Texas,  appears 
from  our  analysis  to  be  a  better  choice  than  a  monobuoy  at  Bayou  La- 
Fourche,  Louisiana.  The  reason  for  this  is  apparent  in  the  data  on  the  dis- 
trilnition  of  import  demand  presented  in  Table  5.  Sixty-four  percent  of  the 
refining  of  crude  oil  in  PAD  III  is  concentrated  in  Texas  in  areas  relatively 
close  to  the  proposed  Freeport  facility.  If,  instead,  substantial  amounts  of 
crude  oil  were  to  be  imported  through  a  Gulf  Coast  deepwater  port  for 
eventual  transshipment  to  the  central  or  eastern  states,  the  optimal  port 
site  would  most  likely  be  off  the  Louisiana  coast.  In  other  words,  the  dis- 
advantage of  the  Bayou  LaFourche  site  is  more  apparent  than  real.  It  is  the 
result  of  a  simplifying  assumption.  Here,  more  than  anywhere  else,  one  can 
see  the  dangers  of  using  the  results  of  this  study  as  a  justification  for  or 
against  a  particular  deepwater  port  site. 

13.  The  3Iutual  Exclusivity  of  Port  AUernativcs. — For  the  most  part,  we 
assume  that,  within  each  PAD,  each  port  facility  would  operate  to  the  exclu- 
sion of  all  others.  In  other  words,  we  assume  that  each  deepwater  port  on 
the  East  Coast  would,  by  itself,  supply  all  East  Coast  refineries  and  that 
each  deepwater  port  on  the  Gulf  Coast  would  supply  all  Gulf  Coast  refineries 
in  the  proportions  assumed  in  Table  5. 

In  the  real  world,  one  might  expect  more  than  one  deepwater  port  on  each 
coast  with  some  market  specialization  and  resulting  economics  of  operation. 
This  is  particularly  likely  on  the  Gulf  Coast  where  both  projected  imports 
and  dispersion  of  refineries  are  considerably  greater  than  on  the  East  Coast. 
In  Section  5  of  this  report  we  do,  in  fact,  consider  the  possibility  of  two 
deepwater  ports  operating  simultaneously  on  the  Gulf  Coast.  To  do  this  we 
have  had  to  make  several  adjustments,  notably  in  the  transfer  module,  to 
take  into  account  the  economies  likely  to  result  from  greater  market  speciali- 
zation within  the  Gulf  Coast  region. 

14.  Enviro7imental  Controls.— YjV Pi.  has  drawn  up  a  list  of  minimum 
standards  necessary  to  prevent,  contain,  and  clean  up  spills  resulting  from 
operations  at  each  type  of  facility.  They  have  also  estimated  the  costs  of 
implementing  these  requirements  from  port  to  port  depending  on  the  type  of 
facility  and  transfer  leg  used. 

For  the  tanker  leg.  only  one  basic  safeguard  is  established,  the  require- 
ment that  tankers  using  U.S.  deepwater  ports  have  doul)]e  bottoms.  For  the 
port  m.odule,  provision  is  made  for  curtains,  screens,  and  other  devices  for 
preventing  and  containing  a  spill  and  booms,  skimmers,  and  launches  for 
cleaning  up  a  spill  once  it  occurs.  These  devices  are  essentially  the  same  for 
the  sea  island  and  artificial  island.  Devices  for  prevention  and  containment 
of  minor  spills  are  not  likely  to  be  effective  at  a  monobuoy  and  are.  there- 
fore, omitted.  Environmental  safeguards  nlso  vary  with  the  type  of  transfer 
leg  assumed.  Double  bottoms  are  required  for  tug-barges  and  small  tankers. 
Also,  for  both  vessels,  provision  is  made  for  prevention,  containment,  and 
clean  Tip  of  spills  at  the  refinery  end  of  the  transfer  leg.  Provision  is  also 
made  for  storing  the  dirty  ballast  generated  by  tug-barges  and  tankers  either 
on  the  island  or  at  on-shore  storage  facilities.  The  pipeliups  at  sf>a  are  as- 
sumed to  be  buried  to  EPA  specifications  and  to  be  equipped  with  bleeder 
and  block  valving  systems. 

In  all  instances,  we  have  tried  to  estimate  the  incrementnl  cost  of  f>nviro-i- 
mental  safeguards.  This  has  not  been  easy  and,  in  at  least  one  in.stance, 
storage  tanks  for  receiving  dirty  bnllast.  it  would  apjiear  thpt  tbo  Arniv 
Corps  data  on  port  module  costs  and  the  EPA  data  on  environmental  costs 
overlap  to  some  extent. 

One  major  environmental  cost  is  excluded  because  it  is  unpredictable. 
This  is  the  cost  of  damage  to  adjacent  property  because  of  spillasre.  The 
amount  of  these  costs  will  depend,  among  other  things,  on  proba])ility  of 
occurrence,  currents,  weather  conditions,  and  value  of  the  projierty,  and  is 
imT)ossible.  at  least  within  the  time  frame  of  our  study,  to  predict  with  any 
accuracy  for  each  of  the  alternatives. 
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SOME  GENERAL  CONCLUSIONS  OF  THE  STUDT 

Let  me  summarize  tlie  more  important  conclusions  of  this  study. 

1.  Under  most  circumstances,  the  construction  of  a  U.S.  deepwater  port 
■would  result  in  significant  savings  to  the  United  States.  The  dollar  amounts 
of  these  savings  are  estimated  in  the  next  section.  It  is  sufficient  to  note 
here  that  the  amount  of  these  savings  per  barrel  tends  to  increase  with 
throughput.  30%  below  existing  costs ;  less  when  compared  to  a  foreign 
tanker.  However,  the  cost  advantage  of  a  U.S.  deepwater  port  disappears  at 
Tery  low  levels  of  throughput  and  when  vessels  serving  a  U.S.  port  are  re- 
quired to  have  double  bottoms  while  vessels  serving  a  foreign  port  are  not. 
Even  under  the  worst  case,  however,  the  differential  between  the  least  cost 
U.S.  and  foreign  port  is  small. 

2.  There  is  a  major  exception  to  this  first  conclusion,  however,  when  U.S. 
flag  is  required  for  tankers  docking  at  U.S.  ports  while  foreign  flag  is  per- 
mitted for  tankers  docking  at  foreign  ports.  The  flag  of  the  vessels  could 
be  the  decisive  factor  in  a  private  decision  to  opt  for  a  foreign  deepwater 
port.  For  example,  comparing  the  Long  Branch  monobvToy  with  a  Canadian 
sea  island  and  assuming  a  6  mbbl/day  throughput,  use  of  U.S.  VLCCs  would 
convert  a  1.5  percent  cost  advantage  for  the  U.S.  port"  into  an  18  percent 
cost  disadvantage.^" 

TABLE  6.— SAVINGS  RESULTING  FROM  AN  EAST  COAST  U.S.  DEEPWATER  PORT 

[Cents  per  barrel) 


Throughput  (million  barrels  per  day) 


Worst  case  i 


Best  case  2 


0.600 
.800 
1.000 
1.135 
1.200 
1.572 
2.000 
2.500 
3.200 
5.106 
6.600 


-4.0 

3.3 

-1.6 

5.7 

-.2 

7.2 

.4 

7.8 

1.0 

8.4 

3.2 

10.5 

5.3 

12.7 

6.6 

14.0 

7.4 

14.8 

8.1 

15.5 

9.1 

16.5 

1  Tankers  serving  U.S.  deepwater  ports  are  required  to  have  double  bottoms  while  tankers  serving  foreign  ports  are  not. 

2  For  the  most  pari,  tankers  serving  both  U.S.  and  foreign  ports  are  required  to  have  double  bottoms. 

Source. — Tables  1.1,  2.1,  3.1,  4.1,  and  5.1  in  the  Statistical  Appendix.  Cost  projections  above  6  million  barrels  per  day 
have  been  based  on  linear  extrapolation  of  cost  functions  estimated  by  simple  regression  analysis. 

TABLE  7.— SAVINGS  RESULTING  FROM  A  GULF  COAST  U.S.  DEEPWATER  PORT 

[Cents  per  barrel] 


Throughput  (million  barrels  per  day) 


Worst  easel 


Best  case  2 


0.  500  3 
1.400  3 
1.805 
2. 400  3 
3.248 
4.175 
6.782 
10.600 
10. 900 
14.  700 


-14.2 

-4.7 

-.4 

2.7 

-3.6 

3.8 

.1 

8.4 

4.0 

11.5 

4.6 

12.0 

7.7 

14.9 

10.0 

17.1 

10.1 

17.2 

11.1 

18.2 

>  Same  as  in  table  6. 

2  Same  as  in  table  6. 

3  Tug  barge  distribution  of  crude  oil  assumed. 

Source.— Tables  1.2,  2.2,  3.2,  and  5.2  in  the  Statistical  Appendix.  Cost  projections  above  10  million  barrels  per  day  are 
based  on  linear  extrapolation  of  cost  functions  estimated  by  simple  regression  analysis. 


"  See  Figure  1. 

12  This  assumes  that  crude  oil  must  also  be  transshipped  from  Canadian  to  U.S.  ports 
by  U.S.  flag  tanker.  Legislation  requiring  use  of  U.S.  tankers  for  50  percent  of  oil 
imports  was  narrowly  defeated  by  the  last  Congress.  The  same  legislation  has  been 
introduced  again  in  this  Congress.  Our  results  suggest  that  the  effect  of  such  legislation 
may  well  be  to  drive  oil  importers  away  from  both  U.S.  tankers  and  U.S.  deepwater 
ports. 
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3.  The  reason  for  this  is  tliat,  by  far,  the  most  important  component  of 
total  costs  is  tlie  tanker  module.  As  a  result,  any  factor  affecting  supertanker 
costs  tends  to  drive  the  results  of  the  study.  The  least  cost  alternative  is 
often  that  which  permits  the  most  eflicient  use  of  VLCCs. 

4.  The  environmental  safeguards  specified  by  EPA  do  not,  as  a  rule,  add 
appreciably  to  the  total  costs  of  oil  imports  or  affect  the  economics  of  deep- 
water  port  alternatives.  A  partial  exception  occurs  when  supertankers  are 
equipped  with  double  bottoms.  Double  bottoms  account  for  over  90  percent 
of  total  environmental  costs  and,  when  required  at  U.S.  but  not  foreign  deep- 
water  ports,  reduce  considerably  the  savings  to  the  United  States  likely  to 
result  from  a  U.S.  deepwater  port.'^ 

5.  With  one  major  exception,  pipeline  distribution  provides  the  least  cost 
means  of  transferring  crude  oil  from  deepwater  ports  to  refineries.  More- 
over the  greater  the  throughput,  the  greater  the  economic  benefits  from  pipe- 
line distribution.  The  exception  is  the  Gulf  Coast  port  handling  less  than 
two  million  barrels  per  day.  In  this  case,  tug-barge  distribution  would  permit 
slightly  lower  total  costs.  This  exception  results  from  the  greater  dispersion 
of  crude  oil  demand  on  the  Gulf  Coast.  In  general,  the  more  concentrated 
this  demand,  as  on  the  East  Coast,  the  more  eflicient  is  pipeline  distribution. 

6.  In  comparing  locations,  certain  alternatives  appear  better  than  otliers. 
For  the  most  part,  the  least  cost  East  Coast  alternative  is  a  Long  Branch 
mouobuoy  with  pipeline  distribution  to  refineries.  East  Coast  alternatives 
that  also  show  well  in  our  analysis  are  the  Cape  May  sea  island  and  island, 
the  Raritan  Bay  sea  island  and  island,  and  the  Cape  Henlopen  monolmoy,  all 
with  pipeline  distribution  to  refineries.  In  each  case,  however,  the  differences 
in  costs  are  not  particularly  large.  The  second  best  East  Coast  alternative, 
the  Cape  May  sea  island,  typically  adds  about  a  penny  to  the  cost  of  a  barrel 
of  crude  oil  for  most  levels  of  throughiiut,  whereas  the  maximum  differential 
for  these  sites  is  no  more  than  4  cents  per  barrel.  Our  analysis  suggests,  in 
other  words,  that  factors  other  than  costs  are  likely  to  be  the  dominant  con- 
siderations in  the  choice  between  deepwater  port  locations. 

7.  The  Long  Branch  monobuoy  ceases  to  be  the  least  cost  alternative  when 
extreme  assumptions  are  made  about  the  effect  of  weather  conditions  on  the 
operations  of  an  East  Coast  deepwater  port.  Iii  this  case,  the  Cape  May  sea 
island,  which  is  naturally  protected,  tends  to  be  the  least  cost  alternative. 
However,  the  cost  advantage  on  the  Cape  May  sea  island,  relative  to  the 
Long  Branch  monobuoy,  is  only  2  to  3  cents  per  barrel  for  all  levels  of 
throughput.  Even  under  the  worst  possible  conditions  for  the  Long  Branch 
monobuoy.  the  monobuoy  still  proves  to  be,  in  the  terms  of  costs  at  least, 
a  reasonably  attractive  alternative. 

8.  On  the  East  Coast,  the  choice  between  port  technologies  will  depend  on 
a  number  of  factors  including  the  weather.  In  general,  however,  the  mono- 
buoy are  favored.  By  contrast,  the  monobuoys  are  clearly  preferable  in 
the  Gulf  of  Mexico  for  all  levels  of  throughput  and  under  all  assumptions 
about  weather  and  tanker  utilization.  Moreover,  the  savings  resulting  from 
construction  of  a  monol)uoy  rather  than  an  island  are  considerably  greater, 
varying  between  .5..")  and  10  cents  per  barrel.  Of  the  two  monobuoys  in  the 
Gulf,  our  analysis  suggests  that  the  Freeport  site  is  to  be  preferred.  How- 
ever, for  reasons  given  in  Section  3,  this  apparent  advantage  is  more  the  re- 
sult of  assumptions  about  the  distribution  of  imported  crude  oil  than  any 
inherent  defects  of  the  Bayou  LaFourche  site.  Under  real  world  assumptions 
both  would  be  advantageous  as  monobuoy  sites.  Indeed,  there  are  now  seri- 
ous proposals  by  industry  to  build  monobuoy  systems  at  both  locations. 

9.  The  reason  why  the  sea  islands  and  islands  are  relatively  more  com- 
petitive in  the  Atlantic  than  in  the  Gulf  is  that  the  Delaware  and  Raritan 
Bays  are  well-suited  for  island  construction  while  the  Gulf  is  not.  Both  East 
Coast  sites  are  protected.  Neither  requires  a  breakwater,  one  of  the  more 
expensive  elements  of  sea  island  and  island  construction.  There  has  been 
industry  interest  in  a  sea  island  in  Delaware  Bay.  One  reason  for  this  may 
be  the  impact  of  the  weather  on  alternative  port  sites  and  technologies.  How- 
ever, the  industry  may  also  anticipate  the  federal  government's  assumption 
of  one  of  the  major  costs  of  sea  island  construction,  dredging.  Dredging 
would  not  be  necessary  for  the  monobuoy  alternatives. 


13  Estimates   of  this  reduction   in   savings   are   presented   In   the    next   section   and   the 
statistical  appendix  at  the  end  of  this  paper. 
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10.  In  summary,  the  study  favors  the  monobuoy  facilities  in  both  the  Gulf 
and  the  Atlantic,  although  in  the  Atlantic  several  alternatives  to  monobuoys 
would  provide  nearly  the  same  level  of  benefits.  In  both  regions,  however, 
the  construction  of  U.S.  deepwater  ports  would,  under  most  conceivable  cir- 
cumstances, result  in  considerable  savings  than  if  imported  crude  oil  were 
to  enter  the  United  States  through  foreign  deepwater  ports. 

SAVINGS  RESULTING  FROM  A  U.S.  DEEPWATER  PORT 

In  this  last  section,  we  estimate  the  savings  likely  to  result  from  U.S. 
construction  of  one  or  more  deepwater  ports.  To  do  so,  we  compare  the  costs 
of  the  three  foreign  ports  with  the  costs  of  the  least  cost  U.S.   alternatives. 

For  the  East  Coast,  the  comparison  is  reasonably  straightforward.  The 
highest  anticipated  level  of  throughput,  6.6  mbbl/day,  and  the  concentration 
of  demand  on  the  East  Coast  would  justify  no  more  than  one  or  two  port 
facilities.  AYe  have,  for  this  reason,  assumed  one  facility — a  Long  Branch 
monobuoy  system  with  pipeline  distribution  to  refineries — for  all  levels  of 
throughput.  We  also  estimate  the  savings  for  the  second  best  U.S.  alterna- 
tive— a  sea  island  inside  Delaware  Bay  near  Cape  May  with  pipeline  distri- 
bution to  refineries. 

Tlie  Gulf  Coast  is  more  complex.  Here,  the  maximum  level  of  throughput 
and  dispersion  of  demand  would,  most  likely,  justif.v  several  facilities  located 
along  the  Coast.  We  have,  for  this  reason,  assumed  a  pair  of  monobuoy  sys- 
tems, each  serving  a  part  of  the  Gulf  Coast  market,  as  well  as  single  mono- 
buo.v  systems  at  Freeport  and  Bayou  LaFourche  serving  the  entire  Gulf 
Coast  market.  To  measure  the  costs  of  the  Freeport  and  Bayou  LaFourche 
s.vstems  combined,  we  must  make  some  rough  adjustments  in  the  transfer 
module ;  regional  specialization  within  the  Gulf  Coast  market  would  permit 
economies  in  distributing  imported  crude  oil  from  the  deepwater  port  to 
refineries.  There  is  a  trade-off,  however,  between  these  economies  and  the 
additional  costs  resulting  from  the  duplication  of  port  facilities.  For  the 
Gulf  Coast  we  also  assume  different  transfer  technologies  depending  on  the 
level  of  throughput.  For  cases  involving  relatively  high  levels  of  crude  oil 
imports,  we  assume  pipeline  distribution  to  markets.  For  relatively  low  levels 
of  throughput,  we  assume  tug-barge  distribution. 

The  total  cost  of  each  facility,  as  well  as  the  cost  differential  of  each 
facility  relative  to  the  least  cost  U.S.  facility,  are  presented  in  Tables  1.1 
through  5.2  in  the  Statistical  Appendix.  Each  table  represents  a  case  con- 
sidered by  the  Department  of  Interior  in  making  its  throughput  projections. 
Table  1.1  presents  the  cost  data  for  East  Coast  throughput  under  Case  I ; 
Table  1.2,  for  Gulf  Coast  throughput  under  Case  I.  Similarly,  Table  2.1  pre- 
sents East  Case  throughput  under  Case  II ;  Table  2.2,  Gulf  Coast  throughput 
under  Case  II.  In  one  instance.  Case  lA^,  the  level  of  throughput  for  the  Gulf 
Coast  is  too  small  and  of  too  short  a  duration  to  justify  building  a  deep- 
water  port.  We  have,  for  this  reason,  omitted  Table  4.2." 

Several  conclusions  can  be  drawn  from   these  data. 

1.  In  most  cases,  the  U.S.  deepwater  ports  result  in  significant  cost  savings. 
The  exceptions  occur  only  at  very  low  levels  of  tlirougliput  and,  at  the  same 
time,  where  VLCCs  serving  U.S.  ports  are  required  to  have  double  bottoms, 
while  tankers  serving  foreign  ports  are  not. 

2.  The  cost  savings  for  various  levels  of  throughput  are  converted  to  cents 
per  barrel  and  summarized  in  Tables  6  and  7.  It  is  clear  from  the  data  pre- 
sented in  these  tables  that  these  savings  increase  significantly  with  tlirougli- 
put. There  are,  in  other  words,  substantial  economies  of  scale  from  using 
a  U.S.  deepwater  port. 

3.  In  general,  the  Long  Branch  monobuoy  with  pipeline  distril)ution  to 
refineries  v.'ould,  in  all  cases  and  at  all  levels  of  througliput,  provide  tlie 
least  cost  alternative  on  the  East  Coast.  Assuming  full  environmental  safe- 
guards at  both  U.S.  and  foreign   ports,  the  cost  savings   resulting  from   the 


"With  one  exception,  we  .issiime  the  fs.ime  technolojries  thronjrhout.  The  exception  i:^ 
Case  V  for  the  Gulf  Coast  (Table  5.2).  Here,  because  the  level  of  throughput  is  rather 
small  for  the  entire  lifetime  of  the  monobuoy  system,  we  assume  tug-barge  distribution 
of  product  and  exclude  the  Freeport  and  Bayou   LaFourche  facilities   combined. 


Ill 

best  East  Coast  alternative  would  ranse  between  3.3<?  per  barrel  for  0.6 
mbb/day  and  10.r>«*  per  barrel  for  6.6  mbbl/day.  Only  at  throughput  levels 
considerably  below  0.6  mbbl  would  the  Long  Branch  monobuoy  be  at  a  cost 
disadvantage  relative  to  a  foreign  port. 

4.  By  contrast,  the  Gulf  Coast  offers  an  array  of  "best"  alternatives.  For 
low  levels  of  throughput  (less  than  one  m  bbl),  it  would  not  pay  to  build 
a  U.S.  deepwater  port.  For  higher  levels  of  throughput  (between  one  and  two 
mbbl),  it  would  pay  to  build  one  Gulf  Coast  monobuoy  system  with  tug- 
barge  distribution  to  refineries. 

At  still  higher  levels  of  throughput  (between  2  and  .^  mbbl)  it  would  pay 
to  build  one  monobuoy  system  with  pipeline  distribution.  Finally,  at  the 
highest  levels  of  throughput  (above  6  mbbl),  a  combination  of  monobuoy 
systems  with  pipeline  distrilnition  to  mainland  refineries  would  provide  the 
least  cost  option.  In  the  Gulf  Coast,  for  the  levels  of  throughput  considered, 
savings  imder  tlie  best  of  assumptions  would  range  between  2.7(^  per  barrel 
for  1.4  mbbl/day  and  18.2^-  per  barrel  for  14.7  mbbl/day.  The  only  instance 
in  which  a  Gulf  Coast  deepwater  port  facility  might  not  be  built  on  the  basis 
of  costs,  aside  from  Case  IV.  is  Case  V.  Here  the  savings  are  small  through- 
out and,  for  much  of  the  monobuoy's  lifetime,  may  even  be  negative. 

Ji.  A  major  determinant  of  what  type  of  deepwater  port  should  be  built, 
and  even  whether  a  U.S.  deepwater  port  should  be  built  at  all,  will  be  the 
level  of  throughput  for  much  of  the  facility's  anticipated  lifetime.  This  find- 
ing underlines  the  importance  of  accurate  demand  projections  from  the  start. 
Because  the  principal  variants  in  these  projections  are  assumptions  about 
changes  in  T'.S.  government  policies  concerning  the  pricing  of  natural  gas 
and  the  exploitation  of  the  outer  continental  shelf,  this  also  indicates  the 
importance  of  firm  decisions  on  these  issues  being  made  by  the  government 
as  soon  as  possible. 

6.  In  any  event,  the  penalties  from  building  a  deepwater  port  under  false 
assumptions  about  throughout  are  generally  not  that  great,  even  in  the  Gulf 
Coast  region,  while  the  rewards  could  be  substantial.  In  short,  our  analysis 
suggests  that,  on  the  basis  of  costs,  an  argument  can  be  made  for  building 
deepwater  port  facilities  on  both  the  East  and  Gulf  Coasts. 

Statistical  Appendix 

TABLE  l.l.-CASE  I:  EQUIVALENT  ANNUAL  COSTS  OF  DEEPWATER  PORTS  SERVING  THE  EAST  COAST  MARKET 

[Millions  of  dollars] 


Througfiput/facility 


1.135  million  barrels  crude  per  day: 
Long  Branch,  monobuoy,  pipeline. 

Cape  May,  sea  island,  pipeline 

Canada,  sea  island,  tanker 

Bahamas,  sea  island,  tanker 

1.572  million  barrels  crude  per  day: 
Long  Branch,  monobuoy,  pipeline. 

Cape  May,  sea  island,  pipeline 

Canada,  sea  island,  tanker. 

Bahamas,  sea  island,  tanker 

2.500  million  barrels  crude  per  day: 
Long  Branch,  monobuoy,  pipeline. 

Cape  May,  sea  island,  pipeline 

Canada,  sea  island,  tanker 

Bahamas,  sea  island,  tanker 


No  environmental 
safeguards 

Safeguards  in 
United  States  only 

Total 
cost  per        Differ- 
year         ential 

Safegua 
foreign  pc 

Total 

cost  per 

year 

irds  at 
jrts  also 

Total 

cost  per 

year 

Differ- 
ential 

Differ- 
ential 

382.2 

8.T 
28.6 
34.9 

6.'9' 
53.9 
63.3 

419.2  . 

432.2 

420.9 

424.4 

563.5  . 
575.7 
581.6 
588.5 

872.2  . 
893.2 
932.5 
944.2 

419.2  . 
432.2 
451.4 
454.9 

563.5  . 
575.7 
624.7 
630.9 

872.2  . 

893.2 
1000.0 
1011.8 

390.  9 
410.8 
417.1 

514.9 

13.0 
1.7 
5.2 

i2.'2' 

18.1 
24.9 

13.0 
32.2 
35.7 

521.8 
568. 8 
578. 2 

799.4 

12.2 
60.5 
67.3 

813.0 
913.7 
926.9 

13.6 
114.4 
127.5 

21.0 
60.3 
72.1 

21.0 
127.9 
139.7 
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TABLE  1.2— CASE  I:  EQUIVALENT  ANNUAL  COSTS  OF  DEEPWATER  PORTS  SERFING  THE  GULF  COAST  MARKET 

(Millions  of  dollars] 


No  environmental  Safeguards  in  Safeguards  at 

safeguards United  States  only  foreign  ports  also 

Total  Total  Total 

cost  per        Differ-  cost  per        Differ-  cost  per          Differ- 

Throughput/faciiity                                                 year         ential  year         ential  year           entiaf 

1.305  million  barrels  crude  per  day: 

Freeport,  monobuoy,  pipeline 671.5... 727.3.. 727.3.. 

Bayou  LaFourche,  monobuoy,  pipeline 713.0           41.5  765.0           37.8  76.5.0             37.8 

Freeport-Bayou  LaFourche  combined 702.8           31.3  765.6           38.3  765.6             38.3 

Bahamas,  sea  island,  tanker_ 686.9            15.4  703.5        -23.8  752.2             24.9 

3.248  million  barrels  crude  per  day: 

Freeport,  monobuoy,  pipeline... 1137.4 1237.2 1237.2.. 

Bayou  LaFourche,  monobuoy,  pipeline. 1175.9           38.5  1270.0           32.8  1270.0             32.8 

Freeport-Bayou  LaFourche  combined 1176.1            38.7  1283.0           45.7  1283.0             45.7 

Bahamas,  sea  island,  tanker. 1251.0          113.6  1285.3           48.0  1373.1            135.8 

10.900  million  barrels  crude  per  day: 

Freeport,  monobuoy,  pipeline. 3713.4           74.3  4025.0           42.0  4026.0             42.0 

Bayou  LaFourche,  monobuoy,  pipeline... 3710.8           71.7  4022.7           43.3  4022.7             43.3 

Freeport-Bayou  LaFourche  combined 3639.1  3984.0  3984.0 

Bahamas,  sea  island,  tanker 4259.6          620.5  4386.1          402.1  4670.0           686.0 

TABLE  2.1.— CASE  II:  EQUIVALENT  ANNUAL  COSTS  OF  DEEPWATER  PORTS  SERVING  THE  EAST  COAST  MARKET 

[Millions  of  dollars) 

No  environmental  Safeguards  in  Safeguards  at 

safeguards  United  States  only  foreign  ports  also 


Total  Total  Total 

cost  per        Differ-  cost  per  Differ-  cost  per          Differ- 

Throughput/facility                                                           year         ential  year  ential  year           ential 

3.505  million  barrels  crude  per  day: 

Long  Branch,  monobuoy,  pipeline 1109.8 1209.7 1209.7 

Cape  May,  sea  island,  pipeline 1114.4             4.6  1222.4  12.7  1222.4             12.7 

Canada,  sea  island,  tanker 1275.0          165.1  1298.8  89.1  1393.6           183.9 

Bahamas,  sea  island,  tanker 1293.6          183.8  1318.2  108.5  1412.9           203.3 

5.106  million  barrels  crude  per  day: 

Long  Branch,  monobuoy,  pipeline. 1592.9 1741.3 1741.3 

Cape  May,  sea  island,  pipeline 1616.0           23.1  1770.2  28.9  1770.2             28.9 

Canada,  sea  island,  tanker 1856.4          263.5  1892.6  151.3  2030.6           289.3 

Bahamas,  sea  island,  tanker 1891.2          298.3  1927.9  186.6  2061.5           320.2 

6.600  million  barrels  crude  per  day: 

Long  Branch,  monobuoy,  pipeline 2047.1  2239.8  2239.8 

Cape  May,  sea  island,  pipeline 2078.1            30.9  2276.0  36.2  2276.0             36.2 

Canada,  sea  island,  tanker. 2411.5          364.4  2459.6  219.8  2638.0           393. 2 

Bahamas,  sea  island,  tanker 2457.6          410.4  2506.3  266.5  2678.1           438.3 

TABLE  2.2-CASE  II:  EQUIVALENT  ANNUAL  COSTS  OF  DEEPWATER  PORTS  SERVING  THE  GULF  COAST  MARKET 

[Millions  of  dollars] 

No  environmental  Safeguards  in  Safeguards  at 

safeguards  United  States  only  foreign  ports  also 


Total                            Total  Total 

cost  per        Differ-      cost  per        Differ-  cost  per  Differ- 

Throughput/facility                                                           year         ential           year         ential  year  ential 

1.805  million  barrels  crude  per  day: 

Freeport,  monobuoy,  pipeline 671.5 727.3 727.3 


Bayou  LaFourche,  monobuoy,  pipeline 713.0  4.15  765.0  37.8  765.0  37.8 

Freeport-Bayou  LaFourche  combined 702.8  31.3  765.6  38.3  765.6  38.3 

Bahamas,  sea  island,  tanker... 686.9  15.4  703.5  -23.8  752.2  24.9 

3.248  million  barrels  crude  per  day: 

Freeport,  monobuoy,  pipeline 1137.4 1237.2 1237.2 

Bayou  LaFourche,  monobuoy,  pipeline 1175.9  38.5  1270.0  32.8  1270.0  32.8 

Freeport-Bayou  LaFourche  combined 1175.1  38.7  1283.0  45.7  1283.0  45.7 

Bahamas,  sea  island,  tanker 1251.0  113.6  1285.3  48.0  1373.1  135.8 

10.600  million  barrels  crude  per  day: 

Freeport,  monobuoy,  pipeline 3612.9  70.5  3917.1  39.1  3917.1  39.1 

Bayou  LaFourche,  monobucy,  pipeline 3611.6  69.2  3915.0  37.0  3915.0  37.0 

Freeport-Bayou  LaFourche  combined 3542.4 3878.0 3878.0 

Bahamas,  sea  island,  tanker 4141.8  599.4  4264.6  386.6  4540.8  662.8 
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TABLE  3.1-CASE  III:  EQUIVALENT  ANNUAL  COSTS  OF  DEEPWATER  PORTS  SERVING  THE  EAST  COAST  MARKET 

pillions  of  dollars] 


Throughput/facility 


No  environmental 
safeguards 

Safeguards  in 
United  States  only 

Safeguards  at 
foreign  ports  also 

Total 

cost  per 

year 

Differ- 
ential 

Total 

cost  per 

year 

Differ- 
ential 

Total 

cost  per 

year 

Differ- 
ential 

382.2 

419.2 

419.2  . 
432.2 
451.4 
454.9 

563.5  . 
575.7 
624.7 
630.9 

872.2  . 

893.2 
1000.0 
1011.8 

390.0 
410.8 
417.1 

514.9 

8.7 
28.6 
34.9 

432.2 
420.9 
424.4 

563.5  .. 

13.0 
1.7 
5.2 

13.0 
32.2 
35.7 

521.8 
568.8 
578.2 

799.4 

6.9 
53.9 
63.3 

575.7 
581.6 
588.5 

872.2  .. 

12.2 
18.1 
24.9 

12.2 
60.5 
67.  J 

813.0 
913.7 
92S.  9 

13.6 
114.4 
127.5 

893.2 
932.5 
944.2 

21.0 
60.3 
72.1 

21.0 
127.0 
139.7 

1.135  million  barrels  crude  per  day: 
Long  Branch,  monobuoy.  pipeline. 

Cape  May,  sea  island,  pipeline 

Canada,  sea  island,  tanker 

Bahamas,  sea  island,  tanker 

1.572  million  barrels  crude  per  day: 
Long  Branch,  monobuoy,  pipeline. 

Cape  May,  sea  island,  pipeline 

Canada,  sea  island,  tanker 

Bahamas,  sea  island,  tanker 

2.500  million  barrels  crude  per  day: 
Long  Branch,  monobuoy,  pipeline. 

Cape  May,  sea  island,  pipeline 

Canada,  sea  island,  tanker.. 

Bahamas,  sea  island,  tanker 


TABLE  3.2— CASE  III:  EQUIVALENT  ANNUAL  COSTS  OF  DEEPWATER  PORTS  SERVING  THE  GULF  COAST  MARKET 

[Millions  of  dollars) 


No  environmental 
safeguards 


Throughput/facility 


Total 

cost  per 

year 


Differ- 
ential 


Safeguards  in 
United  States  only 


Total 

cost  per 

year 


Differ- 
ential 


Safeguards  at 
foreign  ports  also 


Total 

cost  per 

year 


Differ- 
ential 


4.175  million  barrels  crude  per  day: 

Freeport,  monobuoy,  pipeline 1467.6 

Bayou  LaFourche,  monobuoy,  pipeline 1481.  3 

Freeport- Bayou  LaFourche  combined 1479.2 

Bahamas,  sea  island,  tanker 1617.2 

6.782  million  barrels  crude  per  day: 

Freeport,  monobuoy,  pipeline... 2333.8 

Bayou  LaFourche,  monobuoy,  pipeline 2354.9 

Freeport- Bayou  LaFourche  combined... 2308.1 

Bahamas,  sea  island,  tanker 2641.  9 

14.700  million  barrels  crude  per  day: 

Freeport,  monobuoy,  pipeline... 4986.5 

Bayou  LaFourche,  monobuoy,  pipeline. 4966.6 

Bayou  LaFourche,  monobuoy,  pipeline. 4863.4 

Freeport- Bayou  LaFourche  combined 5752.9 

Bahamas,  sea   island,  tanker... 


13.7 

11.6 

149.6 

25.7 
46.8 

"3318' 

123.1 
103.2 


889.5 


1503.  2 
1604.  7 
1604.  6 
1663.2 

2531.0 
2548.5 
2527.0 
2718.5 

5405.  5 
5386.  6 
5327.  7 
5925. 1 


11.5 
11.4 
70.0 

4.0 
21.5 


191.5 


77.8 
58.9 


597.4 


1503. 2 
1604.  7 
1604.  6 
1775.3 

2531.0 
2548.5 
2527.0 
2895.  6 

5405.  5 
5386.  6 
5327.  7 
6306.  7 


11.5 

11.4 

182.2 

4.0 
21.5 


368.  6 

77.8 
58.9 


979.0 


TABLE  4.1.— CASE  IV:  EQUIVALENT  ANNUAL  COSTS  OF  DEEPWATER  PORTS  SERVING  THE  EAST  COAST  MARKET 

[Millions  of  dollars] 


Throughput/facility 


No  environmental 
safeguards 


Safeguards  in 
United  States  only 


Safeguards  at 
foreign  ports  also 


Total 

cost  per 

year 


Differ- 
ential 


Total 

cost  per 

year 


Differ- 
ential 


Total 

cost  per 

year 


Differ- 
ential 


2.000  million  barrels  crude  per  day: 

Long  branch,  monobuoy,  pipeline 640.  8 

Cape  May,  sea  island,  pipeline 645.9 

Canada,  sea  island,  tanker 723.  5 

Bahamas,  sea  island,  tanker 736. 1 

1.200  million  barrels  crude  per  day: 

Long  Branch,  monobuoy,  pipeline 401.6 

Cape  May,  sea  island,  pipeline _.  410. 1 

Canada,  sea  island,  tanker 434.3 

Bahamas,  sea  island,  tanker 441. 1 

3.200  million  barrels  crude  per  day: 

Long  Branch,  monobuoy,  pipeline 1010,  2 

Cape  May,  sea  island,  pipeline 1022.9 

Canada,  sea  island,  tanker 1165.3 

Bahamas,  sea  island,  tanker 1182.  3 


5.1 
82.8 
95.3 


8.5 
24.2 
39.5 


12.7 
155.1 
172.1 


700.4 
711.8 
739.0 
749.2 

440.3 
453.2 
444.8 
448.8 

1101.4 
1122.5 
1187.6 
1204. 7 


11.4 

38.6 
48.8 


12.9 

4.5 
8.5 


21.0 

86.2 

103.2 


700.4 
711.8 
793.1 
803.2 

440.3 
453.2 
477.1 
481.1 

1101.4 
1122.5 
1274.1 
1291.2 


11.4 

92.7 

102.8 


12.9 
36.7 
40.7 


21.0 
172.7 
189.8 
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TABLE  5.1.— CASE  V:  EQUIVALENT  ANNUAL  COSTS  OF  DEEPWATER  PORTS  SERVING  THE  EAST  COAST  MARKET 

IMillions  of  dollars] 


Throughput/facility 


No  environ 
safegu; 

imental 
ircls 

Safeguards  in 
United  States  only 

Safeguard";  at 
foreign  ports  also 

Total 

cost  per 

year 

Differ- 
ential 

Total 

cost  per 

year 

Differ- 
ential 

Total 

cost  per 

year 

Differ- 
ential 

335  3 

368. 8  . 
380.3 
368.1 
370.7 

234.0  . 
244.5 
225.2 
226.2 

301.4  . 
312.4 
296.7 
298.5 

368.8  .... 

343.9 
358.  9 
364.  3 

212  7 

8.5 
23.5 
29.0 

11.5 

-0.7 

1.9 

380.3 
394.9 
397.5 

234.0  .... 

11.5 
26.1 
28.7 

220.8 
219.7 
222.3 

274.0  . 
282. 3 
289.  3 
293.  3 

8.1 
7.0 
9.6 

8.3' 

15.3 
19.3 

10.5 
-8.8 
-7.8 

ii'o' 

-4.7 
-2.9 

244.5 
241.3 
242.3 

301.4  ... 
312.4 
318.1 
319.9 

10.5 
7.3 
8.3 

""ii.o 

16.7 
18.5 

1.000  million  barrels  crude  per  day: 
Long  Brancti  monobuoy  pipeline.. 

Cape  May,  sea  island,  pipeline 

Canada,  sea  island,  tanker 

Bahamas,  sea  island,  tanker 

0.600  million  barrels  crude  per  day: 
Long  Branch,  monobuoy,  pipeline. 

Cape  May,  sea  island,  pipeline 

Canada,  sea  island,  tanker 

Bahamas,  sea  island,  tanker 

0.800  million  barrels  crude  per  day: 
Long  Branch,  monobuoy,  pipeline. 

Cape  May,  sea  island,  pipeline 

Canada,  sea  island,  tanker 

Bahamas,  sea  island,  tanker. 


TABLE  5.2.— CASE  V:  EQUIVALENT  ANNUAL  COSTS  OF  DEEPWATER  PORTS  SERVING  THE  GULF  COAST  MARKET 

[Millions  of  dollars] 


Throughput/facility 


No  environmental 
safeguards 

Safeguards  in 
United  States  only 

Safeguards  at 
foreign  ports  also 

Total 

cost  per 

year 

Differ- 
ential 

Total 

cost  per 

year 

Differ- 
ential 

Total 

cost  per 

year 

Differ- 
ential 

512  5 

563.2  ... 

563.  2  . 

563.7 

576.9 

261.3  . 

251.6 

246.1 

940.5  . 
956.4 
1014.4 

513.9 
528.  5 

235.4  .. 

1.4 
16.0 

563.7 
541.0 

261.3  .. 

251.6 

230.1 

940  5 

0.5 
-22.2 

"-§."3' 
-31.2 

0.5 
13.7 

227.  5 
225.0 

858  9 

-7.9 
-10.4 

-9.7 
-15.2 

867.4 
925.5 

8.5 
66.6 

956.4 
949.5 

15.9 
9.0 

15.9 
73.9 

1.400  million  barrels  crude  per  day; 

Bayou  LaFourche,  monobuoy,  tug  barge 

Freeport,  Monobuoy,  tug  barge. 

Bahamas,  sea  island,  tanker. 

0.600  million  barrels  crude  per  day: 

Bayou  LaFourche,  monobuoy,  tug  barge 

Freeport,  monobuoy,  tug  barge.. 

Bahamas,  sea  island,  tanker 

2.400  million  barrels  crude  per  day: 

Bayou  LaFourche,  monobuoy,  tug  barge 

Freeport,  monobuoy,  tug  barge 

Bahamas,  sea  island,  tanker 


I.  Monobuoy,  especially,  is  also  enviroumentally  optimal ;  we  must  look  at 
alternatives. 

A.  Present : 

1.  Many  small  vessels. 

2.  Out-of-date ;   leaky  ;   single-bottoms. 

3.  Coming  into  on-shore  ports. 

a.  Greater  risk  of  collision. 

(1)  With  other  vessels. 

(2)  With  bridges. 

b.  Greater  risk  of  grounding 

0.  Greater  congestion  generally 

B.  Would  be  no  different  if  an  off-shore  deepwater  port  were  used. 

C.  Deepwater    port    (especially    monobuoy)    would   be    far    better   environ- 
mentally. 

1.  Far  out  at  sea — 10  to  40  miles 

2.  Connected  by  pipeline  to  on-shore  storage — safest  form  of  transmission 
with  modern  systems. 

3.  Limited  risk  of  grounding  and  collision. 

4.  Modern  vessels ;   double-bottoms   and  other  spill-prevention  devices. 
II.  Third  alternative — no  imports  at  all. 
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A.  Would  lead  to  even  provisions — short-run  shortages. 

B.  Also  worse  problems  of  allocation. 

III.  We  need  imports ;  let  us  bring  them  in  in  the  most  efficient  and  en- 
vironmentally sound  manner.  To  do  this,  we  need  legislation  authorizing 
deepwater  ports. 

Mr.  Downing.  Dr.  Johnson,  you  are  an  expert  on  energy,  or 
lack  of  it. 

In  your  opinion,  are  we  in  truth  facing  an  energy  shortage  in  the 
reasonably  near  future? 

Mr.  Johnson.  We  are  facing  an  energj^  shortage.  I  think  that  it 
has  been  exaggerated.  I  do  not  think  we  are  facing  a  situation 
where  there  Aviil  be  hundreds  of  thousands  of  automobiles  stranded 
on  the  road,  or  90-cent-per-gallon  gasoline,  as  some  have  alleged. 

I  think  the  shortages  this  year  are  going  to  be  less  severe  than 
the  shortages  next  year;  the  shortages  next  year  will  be  less  severe 
than  shortage  the  following  year.  Perhaps  by  1976,  if  we  take  the 
measures  required,  including  authorization  of  deepwater  port  con- 
struction, then  I  think  we  are  going  to  see  an  improvement. 

What  we  are  going  to  have  this  year  will  be  spot  shortages. 
There  will  be  parts  of  the  country  where  distribution  is  inadequate, 
where  it  will  take  some  time  to  get  off  supplies  into  an  area, 
and  where  there  will  be  shortages.  I  do  not  think  we  will  see  wide- 
spread shortages. 

Mr.  Downing.  Exactly  why  are  we  having  a  shortage?  Are  we 
getting  any  less  oil  this  year  than  we  did  last  year? 

Mr.  Johnson.  No.  The  answer  to  your  second  question  is  essentially 
no. 

There  are  some  refineries  that  are  producing  less,  but  overall, 
they  are  actually  producing  slightly  more. 

The  answer  to  your  first  question  is  very  complex.  Our  present 
energy  difficulties  are  a  result  of  a  combination  of  factors  including 
the  failure  to  explore  for  ayd  produce  natural  gas.  This,  I  think, 
is  largely  due  to  unwise  regulations  of  the  gas  industry  which  have 
resulted  in  a  shift  by  consumers  from  gas  to  oil. 

Our  air  quality  standards  have  resulted  in  a  shift  from  coal  to 
oil,  particularly  by  the  utilities,  and  particularly  on  the  East  Coast 
and  in  some  of  the  Central  States. 

The  result  has  been  a  very  sharp  increase  in  demand  for  oil  at 
a  time  when,  for  a  number  of  reasons,  we  have  not  made  invest- 
ments in  oil.  Also,  for  one  reason  or  another,  we  have  actually  dis- 
couraged, through  some  of  our  policies,  investment  in  the  oil 
industry. 

For  example,  one  of  the  factors  that  has  caused  difficulties  has 
been  uncertainties  about  environmental  standards.  Engineers  who 
are  charged  with  designing  refineries  have  faced  uncertainties  about 
lead  standards.  There  have  also  been  uncertainties  about  the  location 
of  refineries.  Several  oil  companies  have  tried  to  locate  in  particular 
areas  and  particular  States,  and  after  a  rather  long  and  difficult 
battles,  have  failed  in  the  face  of  local  resistance  to  refineries. 

Another  factor  that  has  contributed  to  the  slowdown  in  refinery 
construction  has  been  the  uncertainties  that  had  existed,  at  least 
until  the  President's  energy  message,  about  the  oil  import  program. 
Increasingly,  over  time,  it  has  become  apparent  tliat  we  are  going 
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to  have  to  rely  more  and  more  on  foreign  crude  oil,  at  least  in  the 
short  run.  This  meant  that  an  import  program  which  was  once 
designed  to  encourage  domestic  production  became,  instead,  a  pro- 
gram that  actually  discouraged  it.  No  company  would  build  a  re- 
finery on  the  premise  that,  maybe,  some  bureaucrat  might  authorize 
the  amount  of  crude  oil  needed  to  run  thp.t  refinery. 

The  companies  have  had  some  difficulties  di'illing  for  oil  on  the 
Continental  Shelf.  Our  problems  are,  in  short,  a  result  of  a  very 
complex  set  of  reasons. 

Mr.  Dowxixa.  Is  foreign  oil  readily  available  to  this  country  if 
we  had  the  means  to  transport  it? 

INIr.  JoHxsox.  It  depends  on  the  oil  you  are  talking  about.  The 
crude  oil  that  is  in  low  supply  is  low  sulphur  crude  oil,  also  called 
sweet  crude  oil. 

T"^nfortunately,  this  is  not  readily  available.  This  is  the  type  of 
crude  oil  a  number  of  refineries  in  the  United  States  are  designed 
to  use. 

High  sidphur  crude,  or  sour  crude,  is  more  readily  available,  and 
there  is,  I  think,  every  expectation  thnt  we  will  be  able  to  import 
high  sulphur  crude  oil,  particularly  from  the  Persian  Gulf  area 
over  time. 

Mr.  Dowxix'"G.  Why  is  not  the  high  grade  crude  oil  available  to 
us? 

Mr.  Joiixsox.  Nature  is  just  not  that  generous.  Low  sulphur 
crude  oil  is  found  only  in  very  few  areas  of  the  world.  The  United 
States  has  much  of  it. 

Canada  has  low  sulphur  crude  oil,  but  is  concerned  about  de- 
pletion of  its  own  reserves,  and  is  cutting  us  back  in  order  to  pre- 
serve its  own  stocks  of  oil. 

It  is  also  found  in  Libya.  There  are  problems  with  Libya,  as 
you  know. 

It  is  also  found  in  Abu  Dhabi,  but  there  is  not  that  much  there. 

It  is  also  found  in  Indonesia  wliere  the  Japanese  liave  out- 
competed  us,  pricewise.  The  price  of  Indonesia  crude  is  very  high. 

Mr.  Dowxix'G.  How  much  oil  does  the  world  have  left? 

Mr.  JoHxsox.  I  cannot  give  you  a  precise  figure.  But  in  terms 
of  proven  reserves  it  is  ample.  In  terms  of  suspected  reserves  it  is 
very  substantial. 

Mr.  Dowx'ix'G.  Well,  in  view  of  our  increasinc;  demands  for 
energy,  you  still  say  that  the  reserves  are  substantial  ? 

INIr.  JoHX-soN.  Yes,  I  think  for  the  near  term.  During  the  next 
10  to  15  years  that  is  true. 

The  problem,  incidentally,  is  less  that  reserves  of  all  types  of 
oil  are  limited  than  that  we  have  failed  to  develop  these  reserves. 

We  have  them  in  the  Uiiited  States.  We  have,  for  example,  oil 
shale  which  at  some  point  in  time  will  be  able  to  provide  us  with 
substantial  amounts  of  oil.  The  price  must  be  high  enough. 

Mr.  Dowx'ix^G.  If  we  build  these  new  superports  and  the  new 
tankers,  will  there  be  oil  there  for  us  to  import  into  these  super- 
ports  ? 

Mr.  JoHNsox^.  High  sulphur  crude,  yes. 

Mr.  DowxTx^G.  Our  refineries  will  have  to  change  to  accommodate 
the  high  sulphur  fuel? 
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Mr.  JoHNSOX.  Xo.  A  number  of  our  refineries,  particularly  those 
in  the  coastal  areas,  "sve  built  with  the  thouc;ht  in  mind  of  utilizing 
foreign  crude  oil.  They  are  capable  of  using  high  sulphur  crude. 
JNIany  of  the  refineries  inland  are  not. 

Mr.  Downing.  Can  you  accommodate  us  for  another  vote,  Dr. 
Johnson  ? 

Mr.  Johnson.  Sure. 

Mr.  Downing.  The  Committee  will  recess  for  10  minutes. 

[Short  recess.] 

The  Chairman.  The  Committee  will  come  to  order. 

We  will  stay  here  again  until  those  bells  ring  and  then  go  over 
tigain,  but  we  will  use  this  time  to  advantage. 

Anyway,  Dr.  Johnson,  getting  back  to  what  you  were  discussing 
tibout  the  shortage  with  such  calculated  shortage  of  refineries  in 
gasoline,  to  your  knowledge,  has  there  been  any  pressure  on  the 
automobile  manufacturers  to  build  smaller  and  less  powerful  cars 
and  give  the  U.S.  public  a  little  more  and  better  selection  of 
domestic  small  cars? 

Mr.  Johnson.  The  primary  pressure  that  is  going  to  be  placed 
on  the  automobile  manufacturers  to  produce  a  smaller  car,  and  one 
that  will  consume  less  gasoline,  is  going  to  be  consumer  pressure. 
And  we  already  see  in  the  last  month  or  so  that  consumer  patterns 
«re  changing  toward  demanding  less  gas-guzzling  vehicles.  As  the 
public  becomes  more  and  more  aware  of  the  fact  that  the  larger 
1973  vehicles  are  getting,  let  us  say,  8  miles  to  the  gallon,  and  that 
there  is  a  risk  of  running  out  of  gasoline  and  not  being  able  to  find 
ji  gasoline  station  open  on  Sunday  night,  the  demand  for  smaller 
vehicles  will  groAv.  That  is  the  primary  pressure. 

As  we  become  more  aiid  more  aware  of  conservation  generally, 
both  inside  and  outside  the  Government,  I  think  there  is  going  to 
he  increasing  pressu7"es  on  the  automobile  companies. 

The  Chairman.  There  has  not  yet  been  the  pressure  on  the 
Automobile  manufacturers  because  there  is  not  as  much  selection 
with  the  smaller  cars,  and  we  run  the  risk  then  of  the  consumer 
having  to  go  to  the  imports  rather  than  our  own  domestic  sedans. 

Mr.  Johnson.  But  I  cannot  think  of  anything  that  is  more  likely 
to  get  the  x\merican  manufacturei-  to  think  about  building  a  greater 
variety  of  smaller  cars  than  if  he  is  going  to  lose  his  market  to 
imports. 

The  Chairman.  Have  any  studies  been  made,  from  a  land 
tivail ability  viewpoint  as  to  the  relative  advantage  of  expanding 
the  refinery  capacity  in  areas  where  such  facilities  arc  presently 
located,  as  contrasted  to  creating  refinery  capacity  in  new  locations, 
particularly  in  areas  of  present  and  potential  demand  for  finished 
petroleum  products,  but  without  refinery  facilities? 

Mr.  Johnson.  There  have  been  a  number  of  studies,  some  by 
companies  interested  in  locating  refineries.  There  is  probably  no  one 
prescription  or  answer  to  what  is  the  optimal  location  for  refineries. 

In  some  cases  it  may  be  close  to  existing  market  areas.  In  other 
cases  not. 

I  do  know  of  a  study  that  has  been  done  for  the  Council  on 
Environmental  Quality  that  looks  at  land  use  primarily  from  the 
environmental  point  of  view  which  concludes  that  it  would  be  better 
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to  disperse  refineries  rather  than  concentrate  refineries  in  areas 
where  they  are  now.  The  study  finds  that  the  air  and  water  in  new 
areas  could  better  discharge  any  efihients  that  miglit  occur. 

The  CiiArRMAX.  You  mentioned  that  the  refineries  in  the  Mid- 
west were  geared  to  refine  the  oil  found  here  in  this  country  but 
not  with  the  imported  oil. 

To  3' our  knowledge,  have  they  begun  changing  their  methods? 

Mr.  Johnson.  It  is  very  expensive  to  convert.  To  handle  high 
sulphur  crude  you  have  to  have  a  refinery  that  is  built  with  alloy 
steels,  and  to  convert  an  existing  refinery  to  a  high  sulphur  crude 
oil-using  refinery  could  cost  a  substantial  amount.  It  actually 
approaches  the  cost  of  building  a  new  refinery  itself. 

Now,  there  are  ways  of  desulphurizing  crude  oil,  that  is  of  taking 
the  sulphur  out  before  it  goes  into  a  refinery,  but  they,  too,  are  very 
expensive.  The  answer  here  is  to  make  the  low  sulphur  crude  oil 
that  is  available  in  the  United  States  go  around  more  efficiently. 

We  have  a  problem  in  our  country  in  that  some  refineries  that 
are  utilizing  low  sulphur  crude  oil  need  not  use  this  type  of  oil 
they  could  use  a  higher  sulphur  crude,  but  they  are  using  low 
sulphur  crude  for  one  or  two  reasons. 

One  of  these  reasons  is  air  quality  standards.  Various  States  and 
local  communities  require  refineries  to  use  low-sulfur  crude  to 
maintain  these  standards.  This  is  particularly  true  on  the  east 
coast  of  the  United  States. 

Also,  given  the  present  cost  structure  of  crude  oil,  and  particu- 
larly the  nature  of  the  price  controls  that  have  been  established, 
it  does  not  pay  a  major  oil  company  to  import  high-sulfur  crude 
oil  and  exchange  it  for  domestically  produced  low-sulfur  crude  oil 
with  an  inland  refinery.  This  is  the  way  the  system  used  to  work. 
At  the  present  time,  if  a  major  oil  company  would  do  this  it  would 
lose  money.  A  luimber  of  majors  do  not  want  to  do  this. 

We  have  been  working  with  the  Cost  of  Living  Council,  trying 
to  persuade  the  Cost  of  Liviuf^  Council,  that  in  the  interest  of 
keeping  inland  refineries  operating  at  100  percent  of  capacity,  it 
is  necessary  to  have  an  expanded  reseller  rule  to  enable  the  major 
oil  companies  to  recoup  the  actual  costs  of  the  low-sulfur  oil  they 
are  giving  up,  the  replacement  cost  for  that  type  of  oil.  and,  in  this 
way,  to  give  them  an  incentive  to  share  the  low-sulfur  crude  oil 
with  the  inland  refiners. 

The  Chairman.  I  was  wondering  what  has  been  done  to  explore 
the  possibility  of  building  refineries  around  the  islands.  I  know 
we  have  one  refinery  in  St.  Croix,  The  stories  have  been  going  out. 
There  is  talk  about  building  one  in  Bermuda  over  in  the  Antilles, 
and  some  of  these  otlier  islands. 

Has  there  been  any  talk  about  using  some  of  our  own  controlled 
islands  in  that  area? 

Mr.  Johnson.  Oh,  yes.  In  Puerto  Rico  there  are  several  refineries 
and  petrochemical  operations  already. 

There  is,  in  addition,  an  island  off  of  Puerto  Rico  called  Mona 
Island,  which  a  number  of  companies  have  expressed  strong  interest 
in.  It  has  a  lot  of  things  going  for  it. 

There  is  a  refinery  on  Guam  at  the  present  time,  and  the  refinery 
is  expanding  its  operations.  There  is  also  a  refinery  in  Hawaii. 


119 

The  Chairmax.  Guam  would  be  quite  a  distance. 

Mr.  JoHxsox.  That  is  right. 

The  Chairman.  They  do  need  oil  I  guess  on  the  west  coast  as 
badly  as  they  need  it  on  the  east  coast. 

Mr.  Johnson.  Guam's  principal  market  is  the  military  in  the 
western  Pacific,  and  it  is  a  natural  location  for  the  market  it  serves. 

The  Chairman.  But  they  are  really  doing  heavy  research  on  that 
so  that  we  might  have  them  on  our  own  controlled  islands? 

Mr.  Johnson.  Oh,  definitely. 

One  of  the  purposes  of  the  new  oil  import  program,  the  way  it 
is  designed,  is  precisely  to  give  incentive  to  the  building  of  refin- 
eries in  the  United  States  and  in  the  territorial  or  commonwealth 
territories  or  possessions  of  the  United  States.  There  are,  I  would 
say,  probably  five  or  six  very  live  proposals  for  building  new  re- 
fineries or  expanding  existing  refineries  in  these  territories. 

The  Chairman.  Are  the  harbors  deep  enough  there?  "Would  we 
still  have  to  have  offshore  ports  there  to  bring  in  crude  oil? 

Mr.  Johnson.  It  depends.  In  Puerto  Rico,  I  believe,  the  depths 
are  sufficient.  The  Virgin  Islands  are  not  that  good.  But  they  are 
better  than  in  many  parts  of  the  east  coast  and  the  gulf  coast  of  the 
United  States. 

I  do  not  know  what  the  situation  is  in  Guam. 

The  Chairman.  There  goes  the  other  bell.  We  will  recess  at  this 
time  for  10  minutes. 

[Short  recess.] 

Mr.  Downing  [presiding].  The  committee  will  come  to  order. 

You  spent  considerable  time,  I  am  told,  4  months  on  this  report, 
Dr.  Johnson. 

Mr.  Johnson.  It  was  about  a  4-month  effort  involving  perhaps 
8  to  10  departments,  branches,  or  agencies  of  Government. 

Mr.  Downing.  And  you  generally  concluded  that  these  deep  sea 
ports  were  necessary  if  we  vvere  to  keep  up  with  our  energy  require- 
ments ? 

Mr.  Johnson.  That  is  right. 

Mr.  Downing.  A  week  ago  I  had  an  opportunity  to  talk  with 
Dr.  Edward  Toller  who  is  a  noted  scientist,  and  one  of  those  men 
who  invented  the  atomic  bomb  back  in  the  old  INIanhattan  days. 

Dr.  Teller  says  that  this  country  has  got  to  do  something  within 
the  period  of  10  years  to  find  a  new  source  of  energy,  and  he 
suggested  nuclear  fission  in  clusters  placed  at  very  strategic  parts 
around  the  country. 

Did  you  ever  have  occasion  to  talk  to  him  about  that? 

Mr.  Johnson.  I  have  not.  But  I  agree  with  him.  I  think  we  have 
to  develop  alternatives  to  fossil  fuels  certainly  within  the  next 
10  years  or  be  well  on  the  way  to  finding  alternatives  to  fossil 
fuels.  And  I  think  vce  will  be. 

Mr.  Downing.  Thank  j^ou  very  much.  Dr.  Johnson. 

]Mr.  Cohen? 

Mr.  Cohen.  Thank  you,  Mr.  Chairman. 

Dr.  Johnson,  I  apologize  for  interruptions.  I  am  not  sure  I  was 
able  to  follow  all  of  your  testimony,  but  a  couple  of  points. 

I  noticed  in  the  study  that  was  prepared  either  under  your 
direction,   or  with  your  supervision   that  you   mentioned  Pittston 
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at  Eastport,  and  that  you  are  aware  of  a  proposal  to  construct  a 
refinery  in  Eastport. 

I  wonder  if  your  study  deals  with  that  site? 

Mr.  Johnson.  Not  that  particular  site.  AYe  chose  the  locations 
in  the  study  simply  as  representative  of  various  parts  of  the  country. 
We  also  chose  these  locations  on  the  basis  of  our  access  to  data 
on  navigation,  characteristics  of  the  sea  bed,  and  other  features 
required  by  deep  water  ports. 

Mr.  Cohen.  This  is  the  other  question  I  wanted  to  ask  you. 

The  study  apparently  deals  more  with  the  depth  which  would 
be  available  for  the  deepwater  ports,  but  I  was  wondering  if  your 
study  also  includes  tides.  There  is  substantial  debate  going  on 
about  the  tides  in  the  Eastport  area,  particularly  as  to  whether  a 
tanker  could  turn  around  in  that  location. 

Mr.  Johnson.  I  have  to  plead  ignorance.  I  know  nothing  about 
the  Eastport  site  at  all. 

Mr.  Cohen.  You  indicated  there  is  a  substantial  cost  factor  if 
we  have  the  tankers  come  into  this  country,  is  that  correct?  Would 
that  be  virtually  eliminated  if  we  had  to  use  double  bottoms? 

Mr.  Johnson.  No,  no,  not  that  at  all. 

What  I  said  was  that  the  cost  advantage  of  a  U.S.  port  could  be 
virtually  eliminated  if  we  required  double  bottoms  which  foreign 
countries,  like  the  Bahamas  and  Canada,  did  not. 

Now,  Canada  is  not  likely  to  allow  any  vessel  that  we  refuse  to 
come  into  its  ports. 

Mr.  Cohen.  Is  that  in  way  of  a  commitment  from  them? 

Mr.  Johnson.  That  seems  to  be  their  policy,  to  insist  on  essen- 
tially the  same  environmental  standards  that  we  do.  They  have 
followed  us  fairly  closely. 

Let  me  stress  that  it  is  only  in  the  case  where  there  are  very 
unfavorable  assumptions  for  the  U.S.  alternative  that  the  benefits 
of  the  U.S.  deepwater  port  are  diminished  quite  substantially 
by  the  requirement  of  double  bottoms.  The  important  point  is 
that,  when  we  made  all  the  assumptions  as  bad  as  possible  for  the 
U.S.  alternative,  it  still  turns  out  that  there  is  a  modest  cost  saving. 

Mr.  Cohen.  I  do  not  mean  to  involve  you  in  a  local  matter 
right  now,  but  I  was  interested  in  your  comment  that  Canada 
would,  in  all  probability,  adopt  the  same  environmental  standards 
that  we  have. 

You  may  or  may  not  be  aware  that  the  action  of  the  Cabinet 
in  Canada  in  opposition  to  this  particular  company  that  proposes 
to  build  a  refinery  in  Eastport  because  it  would  be  environmentally 
unsafe  for  the  fishing  and  recreation  in  Canada.  In  addition,  there 
is  a  considerable  controversy  going  on  now  as  to  whether  that 
decision  is  really  motivated  by  environmental  concerns  or  economic 
concerns,  and  they  are  trying  to  attract  that  particular  industry 
into  Canada. 

Mr.  Johnson.  That  is  an  issue  that  I  cannot  say  much  about. 
We  have  had  representatives  from  the  New  Brunswick  Government 
talk  to  us.  They  are  very  interested  in  refineries  in  New  Brunswick 
that  would  serve  the  United  States  with  their  excess  product  until 
such  time  that  the  Canadian  Government  determines  that  it  needs 
the  product  for  its  OAvn  consumption.  From  what  I  have  been  told,. 
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these    refineries    should    have    no    difficulty    in    getting    Canadian 
Government  approval. 

Mr.  Cohen.  That  brings  me  back  to  the  point.  A  charge  has 
been  raised  that  the  reason  Canada's  Cabinet  has  voted  to  oppose 
allowing  a  particular  supertanker  to  traverse  their  waters  in  order 
to  get  to  Eastport  is  purely  out  of  economic  motives,  rather  than 
environmental  concerns. 

If  that  were  the  case,  it  seems  to  me  it  might  not  be  in  the  best 
interest  of  building  relationships  between  this  country  and  Canada 
if,  in  fact,  that  is  the  motivation. 

Mr.  Johnson.  I  do  not  want  to  get  into  a  discussion  of  foreign 
policy.  There  may  be  some  truth  to  that  allegation,  but  I  simply 
do  not  laiow. 

]\Ir.  Cohen.  The  other  thing  I  would  like  to  follow  up  on  is 
the  Chairman's  inquiry  about  the  so-called  shortage.  The  ISIaine 
delegation  recently  met  w^ith  some  representatives  of  the  adminis- 
tration who  indicated  that  the  shortage  in  terms  of  total  gallonage 
might  run  in  the  neighborhood  of  1  to  2  percent. 

A  major  cause  of  the  shortage  we  are  experiencing  in  the  current 
crisis  pertains  to  the  distribution  you  mentioned.  Again,  I  do  not 
want  to  put  you  on  the  spot,  but  the  question  I  raise  is  if  the  case 
really  is  one  of  distribution,  our  problem  is  one  of  distribution^ 
how  would  a  proposal  to  increase  the  tax  on  gasoline  afi'ect  dis- 
tribution ? 

Mr.  Johnson.  Let  me  see  if  I  understand  your  question. 

Mr.  Cohen.  There  have  been  some  suggestions  that  perhaps  in 
order  to  get  at  the  so-called  energy  crisis  is  to  simply  increase  the 
price  of  gasoline  by  imposing  a  10  cent  higher  tax.  If  it  is  a 
question  of  lack  of  oil  distribution,  then  the  tax  is  not  really  the 
way  to  get  around  that. 

Mr.  Johnson.  Yes  and  no.  I  think  the  problem  is  both  one  of 
supply  and  distribution. 

The  supply  of  gasoline  is  lower  this  year  than  it  was  last  year. 

Mr.  Cohen.  But  not  significantly. 

Mr.  Johnson.  It  is  not  significant,  either. 

Mr.  Cohen.  Would  you  agree  with  2  percent? 

Mr.  Johnson.  Our  estimates  are  3  percent.  So  it  is  close. 

I  think  that  you  have  to  bear  in  mind,  too,  another  factor.  Our 
demand  has  risen  over  the  past  year  or  two,  so  a  simple  comparison 
between  this  and  last  year  understates  the  deficit  we  are  faced 
with. 

I  think  we  have  to  undertake  conservation  measures.  "We  have 
to  cut  down  on  our  consumption  of  gasoline.  We  will  have  to  do 
it  more  next  year  and  even  more  so  the  year  after  in  order  to  be 
able  to  get  along  with  the  supply  that  we  are  going  to  have  in 
this  country.  One  of  the  purposes  of  the  tax  proposal  would  be 
to  do  precisely  that,  to  discourage  pleasure  driving  that  is 
unnecessary,  to  encourage  car  pooling  and  other  measures  that 
would  lead  to  more  efficient  utilization  of  automobiles. 

Now,  I  think  some  cutback  is  going  to  be  required  in  consump- 
tion. So  it  is  a  problem  of  supply,  as  Avell  as  distribution. 

Mr.  Cohen.  Thank  you. 

Mr.  Downing.  Madam  Chairman? 
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The  Chairman.  I  have  just  two  more  that  I  did  not  finish. 

In  view  of  the  present  distribution  patterns  in  the  United  States 
as  measured  against  regional  demands,  do  you  not  think  that  some 
of  the  increased  refinery  capacity  will  necessarily  gravitate  to 
areas  such  as  New  England  and  the  Midwest  now  relatively  under- 
supplied  with  such  capacity? 

Mr.  Johnson.  Yes;  I  think  that  is  definitely  true.  And  there  is 
no  question  that  this  is  the  case  with  some  of  the  new  refineries 
that  have  been  announced  or  are  being  considered  at  the  present 
time.  Some  12  or  13  new  refineries  or  expansions  of  existing  re- 
fineries have  been  announced  in  the  last  few  months  following  the 
changes  made  in  the  oil  import  program. 

Some  of  these  are  located  in  supply  deficit  areas.  For  example, 
three  are  located  in  New  England.  Several  are  located  in  the  south- 
eastern part  of  the  United  States  and  on  the  gulf  coast.  All  are 
located  in  coastal  areas,  but  many  would  supply  the  Midwest 
through  existing  pipelines. 

The  Chairman.  Since  one  of  the  asserted  advantages  for  double 
bottoms  as  an  antipollution  design  related  to  the  danger  of  pollu- 
tion from  grounding,  why  do  you  assume  that  double  bottoms 
would  be  required  on  deep  draft  tankers  which  would  not  approach 
the  coast  closer  than  possibly  the  100-foot  contour? 

Mr.  Johnson.  Wliy  would  they  be  required? 

The  Chairman.  Yes. 

Mr.  Johnson.  If  they  are  not  required  now  by  legislation,  I 
would  hope  that  they  would  be,  because  I  think  they  are  important. 
This  is  probably  the  single  most  important  environmental  safe- 
guard to  assure  that,  in  case  there  is  a  grounding,  there  is  adequate 
protection  that  there  will  not  be  a  major  oil  spill. 

They  probably  would  be  less  necessary  further  out  of  sea  than 
they  would  be  if  they  come  closer  to  shore. 

The  Chairman.  Well,  if  we  would  keep  the  tankers  at  the  offshore 
ports  Vvhere  the  water  is  deep  enough  to  prevent  groundings,  would 
it  be  necessary  out  there?  I  can  see  how  it  would  be  necessary  if 
the  shore  or  the  harbor  is  more  shallow. 

Mr.  Johnson.  Double  bottoms  would  be  less  necessary  further 
out  in  deeper  the  water,  but  it  is  my  guess  at  least,  there  would 
still  be  instances  where  the  risk  of  grounding  could  occur. 

It  would  strike  me  that,  unless  there  were  absolutely  zero  pro- 
bability of  this  occurring,  that  double  bottoms  would  be  an 
environmental  safeguard  that  would  be  desirable. 

The  Chairman.  Do  you  think  we  could  find  some  way  to  get 
agreements  that  foreign  tankers  would  have  to  have  the  same  re- 
quirements that  ours  would  have? 

Mr.  Johnson.  I  think  that  we,  as  a  Nation,  could  require  that 
any  tankers  utilizing  U.S.  deepwater  ports  would  have  to  be  built 
with  double  bottoms. 

The  Chairman.  And  a  requirement  like  that  would  have  to  be 
written  into  the  legislation,  would  it  not? 

Mr.  Johnson.  Either  that,  or  the  ability  of  the  U.S.  Government 
to  establish  a  requirement  like  that,  yes.  I  would  think  that  would 
be  desirable. 

The  Chairman.  This  was  raised  at  a  hearing  the  other  day  with 
the  Coast  Guard  on  the  regulations  that  they  have  tentatively  put 
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forth — how   do   we    police   the   foreign   tankers  unless   we   have   a 
definite  requirement?  It  would  almost  have  to  be  written  into  the 
legislation.  They  simply  will  not  be  accepted  at  these  ports  unless 
they  meet  the  requirements  applicable  to  our  own  tankers. 
Mr.  Johnson.  That  is  one  way  of  putting  it. 

I  would  certainly  think,  though,  that  we  would  have  to  have 
something  in  the  legislation  that  would  establish  U.S.  sovereignty 
as  far  as  guaranteeing  that  minimal  environmental  standards  are 
met. 

The  Chairman.  I  would  think  so. 

Mr.  Johnson,  there  is  seemingly  any  error  somewhere  on  your 
table  5  on  the  opposite  side  of  page  20,  where  you  have  the  table 
"Gulf  Coast"  and  "Percentage  to". 

The  percentages  do  not  add  up  to  100.  They  add  to  90,  and 
either  something  has  been  left  out,  or  one  of  the  ports  has  been 
left  out. 

Mr.  Johnson.  I  will  check  on  that.  I  suspect  that  a  one  has  been 
dropped  from  that  table,  and  I  do  not  know  which  it  is,  offhand. 

The  Chairman.  I  think  you  might  check  that  to  be  sure  if  it  is 
an  error  and  it  is  corrected. 
Mr.  Johnson.  Will  do. 

[The  corrected  version  of  table  5  may  be  found  on  p.  106.] 
The  Chairman.  That  is  all  I  have  right  now. 
I    think   you    do    know   your   business,   and   it   is    refreshing   to 
have  some  one  up  here  who  has  made  a  study  you  have,  and  is 
acquainted  with  it  as  well  as  you  seem  to  be. 
Thank  you. 

Mr.  Johnson.  Thank  you. 
Mr.  Downing  [presiding].  Mr.  Breaux? 
Mr.  Breaux.  Thank  you,  Mr.  Chairman. 

Thank  you,  Mr.  Johnson.  As  our  chairman  has  indicated,  it  is 
a  very  excellent  report,  a  very  exhaustive  report,  and  one  that 
has  taken  a  great  deal  of  time  and  effort  by  a  number  of  people, 
and  I  commend  you  for  it. 

It  seems  to  me  that  as  I  glance  through  it  one  of  the  things  that 
you  used  to  determine  whether  a  deepwater  port  should  be  built 
at  all  is  really  a  determination  of  what  is  the  level  of  traffic 
through  a  deepwater  port  facility  which  would  determine  the 
savings  to  be  generated  by  that  deepwater  port. 

As  I  understand  it  we  are  looking  at  the  energy  problem  that 
is  causing  our  country  to  import  approximately  up  to  15  million 
barrels  of  oil  per  day.  It  would  seem  to  me  that  if  a  deepwater 
port  is  constructed,  that  facility  would  be  operating  at  full 
capacity  between  the  time  it  is  built  to  at  least  through  1985,  which 
would  possibly  be  past  the  extended  life  of  the  deepwater  port. 

In  other  words,  it  looks  to  me  like  it  would  be  100  percent,  no 
matter  how  we  lay  it  out. 

Mr.  Johnson.  Yes,  I  think  you  are  right. 

At  that  level  of  throughput,  you  could  have  several  deepwater 
ports  operating.  One  of  the  good  things  about  the  monobuoy 
alternative  is  that  it  is  highly  divisible.  A  monobuoy  can  operate 
efficiently  at  one  or  two  million  barrels  a  day.  So,  at  15,  you  can 
have,  let  us  say,  ten  monobuoys  at  different"  locations  that  would 
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serve  various  parts  of  the  United  States.  There  would  be  ample 
demand. 

There  is  something:  else  which  I  think  you  have  to  bear  in  mind. 
While  we  are  going  to  be  producing  more  oil  m  the  next  10  years, 
our  total  amount  of  imports  probably  will  not  fall  absolutely. 

We  are  still  going  to  have,  for  a  number  of  years,  a  very  sub- 
stantial level  of  imports  into  the  United  States  of  crude  oil,  even 
after  we  start  producing  additional  barrels  in  the  Gulf  Coast  or 
other  oil  producing  areas  of  the  country. 

Mr.  Breaux.  Let  us  assume,  Dr.  Johnson,  for  the  sake  of 
argument  that  we  find  that  the  construction  of  a  deep  water  port 
is  not  going  to  save  our  industry  one  single  dime  economically. 

Would  not  the  deepwater  port  facilities  still  be  a  practical, 
feasible  project  in  light  of  the  fact  that  they  would  probably 
provide  better  docking  facilities  and  probably  reduce  the  chance 
of  collision  and  probably  reduce  the  chance  of  possibility  of  oil 
spillage  apart  from  the  economic  factor? 

Mr.  JoiixsoN.  Yes;  it  stands  on  its  own  two  feet,  both  econo- 
mically and  environmentally. 

As  I  indicated  earlier,  one  of  the  fortuitous  results  of  this  study 
are  the  parallel  study  done  by  CEQ,  is  that  we  reached  the  same 
answer,  that  what  was  environmentally  optimal  was  also  econo- 
mically optimal. 

Mr.  Breaux.  Let  me  ask  you  this:  Assuming  that  by  1985  or  a 
few  years  after  that  we  come  up  with  a  suitable  alternative  to 
fossil  fuel;  what  happens  to  our  deepwater  ports  then? 

Mr.  Johnson.  The  average  deepwater  port  is  going  to  have  an 
economic  lifetime  of,  let  us  say,  15  to  20  years  or  something  like 
that.  The  average  supertanker  has  a  20-year  life  span.  I  certainly 
foresee  our  use  of  oil  through  the  next  15  or  20  years.  Even  when 
w^e  do  find  a  suitable  substitute  for  fossil  fuels,  it  will  be  a  number 
of  years  before  that  substitute  will  become  dominant. 

Nuclear  power  today,  provides  a  very  small  fraction,  less  than 
1  percent,  of  our  energy  needs,  even  though  the  first  Manhattan 
project  experiments  occurred  during  World  War  II,  only  10  percent 
of  our  total  energy  supply  in  1980  will  come  from  nuclear  power. 

It  will  take  a  while  for  the  alternative  sources  of  energy  to  phase 
in.  Because  of  this,  there  will  still  be  a  substantial  demand  for 
deepwater  ports  up  to  the  year  2000  and  beyond. 

Mr.  Breaux.  One  final  question. 

Mr.  Johnson,  in  your  report  and  study,  you  discuss  the  possibility 
of  two  deepwater  ports  for  the  gulf  coast  area. 

Could  you  address  yourself  as  to  why  you  are  considering  two 
deepwater  ports  in  what  is  apparently  a  congested  area? 

Mr.  Johnson.  Yes;  this  is  partly  due  to  the  nature  of  the  industry 
and  the  nature  of  the  study. 

We  had  to  make  a  number  of  assumptions  throughout,  and  some 
of  these  assumptions  were  fairly  rigid,  generally,  one  must  assume 
a  minimum  throughput  of,  let  us  say,  1  million  barrels  a  day  to 
build  a  deepwater  port. 

On  the  gulf  coast  there  will  be  imports  far  in  excess  of  1  million 
barrels  a  day.  Now,  you  can  bring  all  the  crude  oil  into  one  deep- 
water  port  facility  and  distribute  it  by  pipeline  to  the  other  parts 
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of  the  gulf  coast.  However,  a  more  efficient  alternative,  once  you 
achieve  fairly  large  levels  of  throughput,  and  I  forget  the  exact 
break-even  point,  would  be  to  build  two  and  possibly  more  than 
two  deep  water  ports  and  have  each  serve  a  major  consuming  area 
of  the  gulf  coast. 

Given  the  distribution  of  refineries  on  the  gulf  coast,  one  port 
off  the  coast  of  Texas  and  one  off  the  coast  of  Louisiana  Avould 
appear  to  be  most  economic  at  this  time.  Incidentally,  it  is  not 
surprising  to  me  that  there  are  two  proposals  for  deepwater  port 
facilities,  the  Loop  project  off  the  coast  of  Louisiana  and  the  Sea 
Dock  proposal  off  the  coast  of  Texas.  That  is  exactly  what  our 
study  suggests. 

There  is  enough  import  demand  to  support  several  ports  there, 
each  serving  a  particular  area  of  the  gulf  coast. 

Mr.  Breaux.  Thank  you. 

Mr.  Downing.  Dr.  Johnson,  the  chief  counsel  has  a  question  for 
you. 

Mr.  CoRRADO.  Thank  you,  Mr.  Chairman. 

Dr.  Johnson,  we  have  another  problem,  another  oil  problem 
somewhat  related  to  this. 

Last  year,  we  had  a  })ill  which  required  50  percent  of  the  oil 
coming  in  under  the  oil  import  program  to  go  in  U.S.-flag  bottoms. 

Now,  this  year,  we  have  another  bill  that  would  require  20 
percent  and  up  to  25  percent  in  1973  and  30  percent  in  1977,  of 
all  petroleum  products  imported  into  the  country  to  go  in  U.S.-flag 
bottoms. 

Of  course,  the  oil  import  quota  program  has  been  eliminated 
or  is  being  phased  out,  but  could  you  give  us  a  brief  explanation 
and  if  necessary,  an  explanation  in  greater  detail  for  the  record 
as  to  what  the  program  for  the  importation  of  oil  will  be  in  the 
future  ? 

Mr.  Johnson.  Surely;  basically,  what  we  are  doing,  is  removing 
all  volumetric  quotas  on  imports.  It  is  becoming  clear  to  us,  and 
I  think  to  many  people  both  inside  and  outside  the  Government, 
that  now  that  we  have  to  rely  on  imported  oil,  where  you  have 
volumetric  quotas,  you  create  massive  uncertainty  about  the 
availability  of  supply.  This  is  discouraging,  among  other  things, 
investment  in  refineries,  both  in  expansion  of  existing  refineries 
and  construction  of  new  refineries  in  the  United  States. 

At  the  same  time,  we  wanted  to  create  sufficient  incentives  for 
long-term  investment  in  production  in  the  United  States.  For 
this  reason  we  substituted  a  system  of  license  fees  for  the  quota 
system  that  was  done  away  with. 

Now,  anyone  can  import  oil  into  the  United  States  if  he  is 
willing  to  pay  an  escalating  license  fee  over  a  period  of  time. 
That  fee  has  been  designed,  in  the  long  run,  to  create  sufficient 
incentives.  Only  time  will  tell  whether  we  have  succeeded  in 
encouraging  the  domestic  construction  of  refineries  either  in  the 
United  States  or  U.S.  territories  and,  at  the  same  time,  the 
domestic  exploration  and  drilling  for  crude  oil  in  the  interest, 
primarily,  of  assuring  that  we  do  not  become  excessively  depend- 
ent on  foreign  sources  and,  in  this  way,  undermine  the  various 
security  interests  of  the  United  States, 


126 

We  also  recognized  that  there  were  many  distortions  cre^t^d 
by  the  old  system  and  many  hardships  that  would  be  created  by 
switching  overnight  from  the  old  to  a  new  system.  So,  we  built 
into  the  system  a  number  of  special  provisions  which  were 
designed  to"  carry  out  existing  obligations  by  the  U.S.  Government 
and^to  smooth  the  period  of  transition.  All  of  these  special  pro- 
visions will  cease  to  exist  over  time  and  will  be  phased  out  gradually. 
The  termination  date  is  1980. 

In  the  end,  what  we  are  going  to  have,  we  hope,  will  be  a 
system  whereby,  simply  by  payment  of  the  appropriate  import 
license  fee,  anyone  will' be  able  to  import  oil  to  the  United  States. 
But,  it  will  be  at  a  price  that  is  sufficient  to  encourage  domestic 
production  instead. 

Also,  everyone  will  be  treated  equally.  There  will  be  no  special 
deals,  no  special  arrangements  which  had  crept  into  the  old 
system,  and,  I  think,  were  very  largely  responsible  for  making  it 
so  unwieldy  and  unworkable. 

Mr.  CoRRADO.  However,  the  importer  would  pay  the  license  tee^ 

Mr.  Johnson.  Yes,  especially  after  1980. 

Mr.  Cohen.  If  I  could  intervene  and  ask  a  question :  Although 
the  oil  import  quota  system  has  been  abolished,  you  have  instituted, 
in  essence,  a  tariff  which  you  did  not  mention? 

Mr.  Johnson.  It  is  similar  to  a  tariff. 

Mr.  Cohen.  In  that  after  50,000  barrels,  is  it,  a  tax  goes  on  or 
a  tariff  fee  goes  on? 

Would  you  explain  that? 

Mr.  Johnson.  The  50,000  barrels  applies  to  a  special  New 
England  provision,  and  this  is  a  good  example  of  the  special  type 
of  arrangement  that  was  created  in  the  past. 

The  deepwater  terminal  operators  in  the  Atlantic,  primarily 
in  the  New  England  area,  were  granted  a  special  variance  under 
the  volumetric  quota  system  which  allowed  them  to  import  free 
of  quota  50,000  barrels  provided  it  Avas  No.  2  fuel  oil  and  provided 
it  was  produced  from  Venezuelan  crude.  We  extended  this  pro- 
vision as  a  special  variance  in  the  license  fee  system  which  allows 
the  import  of  this  amount  free  of  license  fee  for  a  period  of  time. 
It  will  eventually  be  phased  out. 

Mr.  Cohen.  The  only  reason  I  raise  this  question  is  because  of  us 
in  New  England  feel"  the  New  England  consumer  has  paid  con- 
siderably inflated  price  for  oil  compared  to  the  rest  of  the  Nation. 
And  with  the  abolition  of  the  oil  import  quota  system,  that  does 
not  seem  to  be  fair,  and  the  substitution  of  the  so-called  tariff 
will  not  ease  the  economic  situation  one  bit  for  the  people  of  New 
England. 

Mr.  Johnson.  If  you  will  allow  me  to  disagree,  sir,  I  think  there 
is  an  opportunity  for  New  England,  and  that  is  the  fact  that  the 
license  fee  on  product  is  substantially  less  than  the  license  on  crude 
oil.  In  the  long  run,  the  fee  on  crude  oil  will  not  amount  to  that 
much. 

And  for  this  reason,  there  is  going  to  be  an  incentive  to  build 
refineries  in  the  United  States.  As  I  indicated,  there  are  now  at 
least  three  proposals  to  build  refineries  in  New  England  at  the 
present  time.  Some  are  well  advanced.  Two  of  these  proposals 
would  build  refineries  in  Maine. 
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The  answer  to  New  England's  problem,  both  under  the  old 
system  and  the  new  system,  is  to  allow  refineries  to  be  constructed 
in  New  England.  There  are  two  fundamental  rules.  One  is  that 
shortages  of  product  have  tended  to  occur  in  areas  that  are  re- 
latively distant  from  refineries.  As  oil  companies  cut  back,  they 
curtail  at  the  end  of  the  pipeline.  The  other  is  that  the  cost  of 
oil  products  is  directly  related  to  distance  from  the  refinery. 

The  answer  under  the  program  is  to  build  refineries,  and  I 
would  hope  that  all  three  proposals  will  come  to  fruition,  and 
that  there  wall  be  ample  time  in  the  next  7  years,  when  the  special 
provision  runs  out,  to  build  these  refineries  and  get  product  from 
them. 

Mr.  Heyward.  In  connection  with  other  fuel  energy  sources, 
when  would  you  foresee  a  substantial  increase  in  energy  from 
other  sources  such  as,  for  instance,  gasification  of  coal? 

Mr.  JoHNSOX.  It  depends  on  what  the  source  is. 

Nuclear  power,  assuming  that  there  is  a  lessening  of  the 
administrative  and  environmental  obstacles,  will  come  on  very 
strongly.  And  many  of  our  new  powerplants  will,  hopefully,  be 
nuclear. 

As  far  as  some  of  the  other  alternatives,  they  range  from 
near-tei'm  commercial  possibilities  to  visions  by  scientists,  and 
many  of  these  alternatives  probably  Avill  not  be  commercially 
feasible  until  1985  or  even  the  year  2000. 

I  think  coal  gasification  holds  out  substantial  hope  for  develop- 
ment. There  are,  at  the  present  time,  commercially  viable  low-Btu 
gasification  techniques.  They  are  suitable  for  generating  power 
where  you  have  the  fortuitous  colocation  of  coal  and  large  consum- 
ing centers.  There  is  a  great  deal  of  research  and  development 
taking  place  now,  much  of  it  by  the  industry,  on  high  Btu  gasifica- 
tion, I  do  not  know  what  the  prospects  for  this  are  at  the  present 
time,  but  I  do  know  there  is  optimism  that  high  Btu  gasification 
will  be  commercially  feasible  perhaps  in  the  next  10  years. 

Mr.  Heyward.  Will  gasification  of  coal  solve  the  air  pollution 
problems  which  face  coal  as  a  fuel? 

Mr.  Jonxsox.  It  will.  It  is  probably  one  of  the  greatest  prospects 
for  use  of  our  coal  deposits.  Coal  is  the  most  abundant  fossil  fuel 
by  far,  if  it  could  meet  the  air  standards. 

Mr.  Heyward.  Would  it  be  fair  to  say  by  1985,  with  some  of 
these  other  things  perhaps  coming  on  line,  that  they  will  take 
up  a  larger  percentage  of  our  demand,  but  that  the  oil  quantity, 
as  contrasted  to  percentage,  will  probably  stay  fairly  level  for  15, 
20,  or  25  years  after  that? 

INIr.  Jonxsox.  That  is  a  way  one  might  put  it. 

Mr.  Heyward.  In  connection  with  the  refinery  capacity,  how 
close  are  we  to  utilizing  our  full  refinery  capacity  in  the  country? 

Mr.  JoHNSOx.  Very  close. 

If  you  are  talking  about  major  oil  companies,  it  is  virtually 
100  percent  of  effective  capacity  now. 

There  is  some  underutilization  of  the  independent  oil  refineries 
I'elated  to  the  problem  I  discussed  earlier,  the  inability  to  obtain 
sweet  crude  oil. 

Mr.  Heyward.  Would  you  not  agree,  however,  that,  if  these 
offshore  terminals  are  approved,  their  location  would  be  governed 
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by  and  would  also  govern,  as  an  interplay,  the  location  of  new 
refineries? 

Mr,  Johnson.  That  is  right. 

Mr.  Heyward.  So  that  actually  the  economics  of  the  situation 
would  be  whichever  is  the  primary  mover.  The  closer  you  can  get 
to  the  refinery  with  the  delivered  oil,  the  better  you  are  able  to 
minimize  transfer  costs  to  the  refineries. 

Mr.  Johnson.  That  is  correct. 

Mr.  Heyward.  Tliis  morning  our  witness  from  the  Department 
of  the  Interior  made  a  statement  that  they  would  not  usurp  the 
role  of  the  States  in  land  use  planning,  and  they  \vould  not  usurp 
hidustrv's  planning  role  with  two  exceptions,  environmental  and 
safety,  as  to  where  these  offshore  facilities  should  be  located,  how 
V)iir  thev  should  be.  or  how  they  should  be  designed. 

Now,  I  do  not  want  to  ask  you  to  criticize  or  agree  with  that 
statement,  but  I  would  like  to  ask  you  this:  In  any  legislation  that 
is  produced,  should  not  the  permit  authority,  whether  it  be  one 
agency  or  a  new  port  authority  or  whatever  form  it  may  take, 
have  ultimate  control,  after  discussions  with  States  and  with 
industry,  as  to  where  these  facilities  should  be  located  and  what 
the  capacity  should  be  designed  for? 

Mr.  Johnson.  I  would  certainly  think  that  states  would  have 
control,  because  no  deep  water  port  is  of  any  use  whatsoever  if  it 
cannot  have  pipelines  going  from  the  port  to  onshore  storage  or 
production  facilities.  If  I  were  a  Governor  of  a  State,  I  would  be 
loath  to  allow  concomitant  onshore  facilities  if  I  did  not  like  the 
port  facility  that  was  being  built  offshore. 

I  would  think  tliat,  even  if  it  were  not  provided  in  the  legis- 
lation, the  States  would  still  have  a  strong  voice. 

Mr.  Heyward.  In  your  analysis,  you  indicate  that  the  economic 
viability,  as  contrasted  to  the  environmental  desirability  of  these 
ports  would  be  dependent  upon  a  minimal  amount  of  imports. 
At  some  cutoff  point,  they  become  economically   undesirable. 

If  we  are  to  decide  then  how  many  we  need,  do  we  not  have  to 
have  some  pretty  firm  estimates  of  how  much  our  increased  imports 
are  going  to  be? 

Mr.  Johnson.  True. 

Mr.  Heyward.  And  if  that  is  so,  in  the  energy  policy,  which  I 
understand  is  being  developed  in  some  detail  right  now,  how  much 
attention  is  being  given  to  methods  of  depressing  the  demand 
curve  as  contrasted  to  simply  satisfying  everybody's  desire  for  all 
the  energy  they  want? 

Mr.  Johnson.  You  mean  in  depressing  our  demand  for  foreign 
oil? 

Mr.  Heyward.  Demand  curve  is  what  I  am  thinking  of. 

Mr.  Johnson.  I  see. 

Mr.  Heyward.  In  other  words,  does  our  national  policy  face  up 
to  the  question  of  how  we  can  cut  down  somewhat  on  this  projected 
increased  demand  instead  of  letting  it  go  and  simply  try  to  fill 
in  with  the  excess  crude? 

Mr.  Johnson.  Yes,  it  does  in  several  ways. 

There  has  been  an  enhanced  effort  to  preach  conservation  by  the 
U.S.  Government. 


129 

There  have  been  proposals  to  cut  down  on  the  speed  limit  to 
perhaps  50  miles  an  hour  on  interstate  highways  as  a  way  of  cut- 
ting down  on  gasoline  consumption. 

The  gas  tax,  which  has  been  mooted  and  discussed  in  the  press, 
would  have  the  same  effect.  An  increase  in  the  price  would  pre- 
sumably make  people  think  a  little  more  carefully  about  using  an 
automobile. 

Within  the  Government  we  have  done  a  number  of  things  that 
are  designed  to  use  more  efficiently  crude  oil  or  oil  products.  For 
example,  most  important  has  been  a  general  review  by  the  Depart- 
ment of  Defense  which  consumes,  incidentally,  about  3  percent  of 
our  oil  products.  There  are  a  number  of  defense  uses  that  are, 
perhaps,  not  too  essential.  For  example,  does  the  National  Guard 
have  to  use  as  many  vehicles  to  go  to  summer  camps?  Does  the 
Air  Force  have  to  have  as  many  training  flights?  The  Department 
of  Defense  is  making  a  review  of  its  own  use  of  jet  fuel,  gasoline 
and  other  oil  products  to  minimize  any  waste  that  is  taking  place, 

Mr.  Heyward.  Approximately  what  percentage  do  the  utilities 
consume  of  our  overall  energy  demands — that  is,  fuel  ? 

Mr.  Johnson,  I  cannot  give  you  that  figure  off  the  top  of  my 
head.  It  is  giowing  very  sharply,  particularly  for  oil.  The  con- 
sumption of  oil  by  the  utilities  is  growing  very  sharply  as  the 
utilities  move  out  of  coal. 

Mr.  Heyward.  And  gas? 

]Mr,  Johnson,  Well,  yes,  if  they  are  using  gas.  The  larger  of  the 
two  problems  has  been  movement  out  of  coal.  They  are  moving 
out  of  coal  and  gas  because  of  increasing  shortages  of  gas  and 
environmental  requirement,  that  are  encouraging  a  switch  to  oil. 

Mr.  Heyward.  Are  utility  demands  increasing  percentage-wise 
in  the  total  national  demand  of  energy,  or  wall  w'e  maintain  the 
approximately  same  percentages? 

Sir.  Johnson,  It  is  increasing  percentage  wise,  and  it  is  increas- 
ing very  sharply  as  environmental  requirements  are  having  to  be 
met. 

Let  me  say  two  things. 

One  is  that  the  use  of  oil  to  generate  electricity  is  a  very 
inefficient  Avay  of  using  oil.  There  is  something  like  a  70  percent 
efficiency  loss  from  the  burning  of  oil  to  generate  electricity.  Put- 
ting it  a  little  differently,  to  generate  the  equivalent  amount  of 
Btu's,  to  buin  oil  directly  would  require  one  barrel ;  to  burn  oil 
indirectly  to  produce  electricity  would  require  four  barrels. 

We  are  imposing  a  very  substantial  burden  on  our  oil  supplies, 
by  forcing  utilities  to  convert  from  coal  to  oil,  and  I  think  that 
this  is  one  area  Avhere  there  is  opportunity  for  conservation  and 
slowing  down  the  galloping  increase  in  demand  for  oil  that  we 
are  faced  with  in  this  country.  We  might  be  able  to  avoid  oil 
shortages  Avitli  which  we  are  now  faced  by  trying  to  find  ways 
for  the  utilities  to  continue  to  burn  coal. 

Mr.  Heyw^\rd,  I  assume  you  look  at  nuclear  energy  as  the  best 
present  available  method  to  create  a  more  efficient  production  of 
electricity  and  leave  oil  where  it  can  be  more  efficiently  used  for 
other  purposes  ? 

Mr,  Johnson.  That  is  right  for  new  plants. 
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But  we  are  talkiiio;  liere  about  the  conversion  of  existino;  plants 
from  coal  to  oil,  which  is  what  has  caused  a  lot  of  the  difficulties. 

Mr.  Heyward.  Thank  you. 

Mr.  Downing.  Mr.  Rountree? 

Mr.  Rountree.  I  apologize  comino;  back  to  the  hearing  late,  but 
please  tell  me  if  you  have  responded,  a»id  I  will  stop. 

Did  you,  or  have  you  discussed  the  question  of  public  versus 
private  financing  for  the  construction  of  deepwater  ports? 

Mr.  Johnson.  Very  briefly.  In  my  judgment,  and  I  think  it  is 
the  judgment  of  most  of  the  people  in  Government,  there  is  no 
reason  for  the  public  financing  of  the  deepwater  ports.  The  port 
facility  itself  is  very  inexpensive  compared  to  the  total  cost  of 
shipping  oil  to  the  United  States.  As  far  as  I  know,  no  company 
or  group  of  companies  has  proposed  public  financing. 

Mr.  Rountree.  In  the  context  of  the  staffing  of  the  administra- 
tion's bill,  which  I  understand  you  played  a  very  professional  role — 
was  some  sort  of  public  financing  or  quasi  public  corporation  or 
other  form  of  Federal  Government  subsidy,  or  incentives,  dis- 
cussed. 

And,  if  so,  what  were  they  and  what  was  the  rationale? 

Mr.  Johnson.  It  was  in  the  back  of  our  minds,  but^  it  really 
never  was  discussed  seriously  because  it  was  clear  to  us  right  from 
the  start  that  industry  was  not  asking  for  it;  there  was  no  need 
for  doing  this. 

The  costs  of  deepwater  ports  are,  basically,  very  low  compared 
to  the  total  cost  of  shipping  oil  to  the  United  States.  The  port  is 
something  that  the  industry  can  finance  quite  adequately  on  its 
own. 

The  role  of  the  public  sector  lies  in  making  sure  that  the  deep- 
water  port  facilities  meet  environmental  standards,  that  they  do 
not  interfere  with  other  economic  activities  in  the  region,  like 
fishing  or  shipping  and  that  they  comply  with  the  laws  of  the 
nation. 

Mr.  Rountree.  Presumably,  you  have  then  opted  for  the  more 
traditional  method  of  port  development  financing. 

Did  Treasury  or  presumably  the  administration  interagency  task 
force  established  to  develop  this  particular  proposal  consider  the 
role  that  the  U.S.  Government  would  want  to  play  in  evaluating 
the  financial  responsibility  of  a  licensee,  whether  it  be  a  private 
party  or  a  State  entity? 

In  other  words,  what  do  you  envisage  that  the  administrating 
agency  would  require  in  the  context  of  the  application? 

Mr.  Johnson.  I  would  think  that  the  actual  investment  in  the 
facilities  would  be  by  a  company  or  group  of  companies.  They 
would  not  enter  into  it  unless  they  had  the  financial  wherewithal. 
They  would  certainly  not  get  financing  for  such  a  project  unless 
they  had  it. 

Mr.  Rountree.  Would  you  require  them  to  post  a  bond  or  some 
'^ther  form  of  guarantee  of  full  faith  of  performance  of  the 
license  agreement  and  if,  in  fact,  for  some  reason,  the  licensee  was 
unable  to  complete  construction  or  desii'ed  to  withdraw  within  the 
terms  of  the  80-year  permit,  they  would  have  sufficient  capital  to 
comply  with  the  provisions  of  the  administration's  bill  in  removing 
the  deepwater  port  facility  as  a  hazard  to  navigation? 
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Mr.  Johnson.  I  do  not  know  the  particulars.  Let  me  talk  very 
generally  about  this. 

Mr.  RouNTREE.  Some  sort  of  protection  of  the  public  interest 
that  would  be  built  in? 

Mr.    Johnson.    Certainly,    that    the    facility    be    removed,    for 
example,  so  that  it  would  not  continue  to  be  a  navigational  hazard. 
Mr.  RouNTREE.  My  final  question,  and  you  can  submit  this  for 
the  record  if  you  desire. 

Under  the  concept  of  the  administration's  bill  or  any  legislative 
proposal,  which,  in  essence,  would  set  up  a  framework  for  the 
hcensnig  procedures  for  the  construction  and  operation  of  the 
deepwater  port,  what  does  the  Department  of  Treasury  see  as 
their  role  and  as  a  corollary  question  to  that,  exactly  what  laws 
administered  by  the  Department  of  Treasury  are  impacted  by  this 
particular  subject  matter? 

Presumably  you  have  considered  it  and  you  have  evaluated  all 
the  laws.  I  notice  customs  and  navigation'  laws  administered  by 
the  Customs  Department  do  not  apply,  except  in  certain  circum- 
stances, in  the  administration  bill. 

I  would  like  to  know  why  and  how  vou  administer  all  the  laws 
Avhich  will  be  applicable  within  the  U.S.  territorial  waters. 

Mr.  Johnson.  I  think  you  are  out  of  my  bailiwick. 

Mr.  Downing.  I  wonder  if  you  could  supply  that  for  the  record. 

Mr.  RouNTREE.  Just  for  the  record. 

That  is  all,  Mr.  Chairman. 

Mr.  Downing.  The  Chair  recognizes  with  pleasure  one  of  the 
ranking  members  and  one  of  the  ablest  members  of  this  committee, 
Mr.  Dingell.  ' 

Do  you  have  any  questions,  Mr.  Dingell  ? 

Mr.  Dingell.  No  questions. 

Thank  you  for  the  kind  words. 

Mr.  Downing.  Dr.  Johnson,  you  have  made  an  excellent  and 
knowledgeable  witness.  And  I  think  you  have  made  a  contribution 
to  this  legislation. 

We  thank  you  very  much. 

If  you  will,  please  respond  to  questions  submitted  by  Counsel 
as  soon  as  possible. 

Mr.  Johnson.  Yes  sir,  we  will  be  happy  to  do  so. 

]Mr.  Downing.  The  committee  will  stand  adjourned  and  will 
meet  again  on  Thursday  at  10  o'clock,  when  the  hearings  on  this 
legislation  will  be  resumed. 

[The  questions  and  answers  follow:] 

Question  l.—Provide  a  detailed  listing  and  analysis  of  all  the  laws  and  pro- 
grams administered  by  the  Department  of  Treasury  which  would  impact  on  or  be 
affected  by  enactment  of  H.R.  7501  or  similar  legislation  providing  for  the  con^ 
struction  and  operation  of  deepwater  ports.  Indicate  which,  if  any,  of  these  laws 
should  be  specifically  amended,  repealed,  modified,  or  expanded  in  the  provisions 
of  such  legislation. 

Answer  number  1.  The  only  laws  administered  by  this  Department  which 
would  be  applicable  to  deepwater  port  facilities  licensed  under  H.R.  7501  would 
be  those  customs  and  navigation  laws  specified  in  section  111(b)  (7)  of  the  bill 
namely,  40  U.S.C.  7,  289,  31G( a),  316(b),  319,  320,  and  883,  comprising  the  rele- 
vant coastwise  laws  and  the  related  laws  authorizing  the  remission  or  mitiga- 
tion of  penalties  or  forfeitures  under  them.  Section  289,  title  46,  United  States 
code,  provides  that  no  foreign  vessel  shall  transport  passengers  between  coast- 
wise points  whether  directly  or  by  way  of  a  foreign  port.  Section  316(a),  title 
tt'-1^°,  o?  F*^*^^  ^°*^^'  niakes  it  unlawful  for  any  vessel  not  wholly  owned  by  a 
united  States  citizen  and  having  in  force  a  United  States  document  or  a  certifi- 
cate ot  number  issued  under  the  provisions  of  the  Federal  Boating  Act  of  1958 
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(46  U.S.C.  527a (a) )  to  tow  any  vessel  other  then  a  foreign  vessel,  or  a  vessel  in 
distress,  between  coastwise  points,  either  directly  or  by  way  of  a  foreign  port,  or 
to  do  any  part  of  such  towing.  Section  316  ( b ) ,  title  46,  United  States  Code,  is  a 
definitional  section  ancillary  to  section  316(a).  Section  319,  title  46,  United 
States  Code,  prohibits  vessels  entitled  to  documentation  as  vessels  of  the  United 
States,  other  than  registered  vessel,  from  engaging  in  the  coatwise  trade  or 
carrying  on  the  fishery  without  a  license.  Section  883,  title  46,  United  States 
Code,  prohibits  the  transportation  of  merchandise  by  water,  or  by  land  and 
water,  between  coastwise  points,  either  directly  or  via  a  foreign  port,  or  for  any 
part  of  the  transportation,  in  a  vessel  not  qualified  to  engage  in  coastwise  trade. 
Section  7,  title  46,  United  States  Code,  authorizes  generally  the  remission  or 
mitigation  of  penalties  or  forfeitures  provided  for  in  laws  relating  to  vessels. 
Section  320,  title  46,  United  States  Code,  authorizes  the  remission  or  mitigation 
of  penalties  assessed  under  four  specific  statutes,  including  sections  289  and  319, 
title  46,  United  States  Code,  when  the  offense  was  not  willfully  committed. 

The  application  of  the  above-mentioned  laws  would  reserve  the  trade  between 
deepwater  port  facilities  and  points  in  the  United  States  to  vessels  of  the  United 
States  entitled  to  engage  in  the  coastwide  trade.  Their  enforcement  would  not 
require  the  presence  of  a  Customs  oflScer  at  the  deepwater  port  facility.  Foreign 
vessels  would  be  required  to  report  arrival  and  enter  following  each  arrival 
within  a  Customs  collection  district  from  a  deepwater  port  facility.  American 
vessels  would  be  required  to  report  arrival  and  make  entry  if  arriving  from  a 
foreign  port  or  place  (including  foreign  vessels  or  deepwater  port  facilities  on 
the  high  seas  from  which  merchandise  has  been  transshipi>ed ) .  And  all  vessels, 
foreign  and  American,  would  be  required  to  obtain  permits  before  unloading 
merchandise  taken  on  at  the  deepwater  port  facility  or  transshipped  from  an- 
other vessel  there. 

The  coastwise  laws  would  not  apply  to  transportation  between  coastwise  points 
which  was  not  in  part  by  vessel,  and  would  therefore  not  be  applicable  to  the 
shipment  of  foreign  oil  direct  to  the  deepwater  port  facility  and  thence  by  pipe- 
line to  the  mainland.  Since  pipeline  transfer  is  generally  more  eflScient,  since 
existing  proposals  for  deepwater  port  facilities  would  establish  pipeline  trans- 
fer, and  since  these  proposals  contemplate  that  they  would  handle  exclusively 
oil  or  oil  products  coming  direct  for  foreign  sources,  the  impact  of  the  coastwise 
laws  on  the  operation  of  deepwater  port  facilities  is  likely  to  be  slight  in  the 
short-term  future.  However,  some  proposals  also  consider  the  possibility  of  trans- 
shipping merchandise  at  such  facilities  to  smaller  vessels  for  the  final  leg  of  the 
tranportation  to  the  United  States  and  of  course  the  coastwise  laws  would  be 
applicable  to  such  transportation. 

Question  2. — Provide  a  detailed  analysis  of  exactly  what  role  the  Depart- 
ment of  Treasurp  will  play  upon  enactment  of  legislation  such  as  H.R.  7501  in 
terms  of  federal  agency  responsiMlity,  interagency  coordination,  and  regulation 
of  operation  of  the  deepwater  port  facility. 

Answer  number  2.  In  the  general  planning  for  the  development  of  deepwater 
port  facilities  provided  in  H.R.  7501,  the  Office  of  the  Chairman  of  the  Oil  Policy 
Committee  would  be  involved,  as  it  would  be  in  any  basic  policy  decisions  con- 
cerning governmental  control  over  the  operation  of  such  facilities  once  they  had 
been  established.  The  Oil  Policy  Committee  was  reconstituted  by  Executive 
Order  11703,  February  8,  1973,  38  F.R.  3579,  the  basic  provisions  of  which  were 
incorporated  into  section  7-10  of  Proclamation  3279,  as  amended  by  Proclama- 
tion 4210,  April  18,  1973,  38  F.R.  9645,  9652.  Under  section  2  of  the  Order  (Section 

7  of  the  Proclamation),  the  Chairman  of  the  Committee  is  to  "provide  policy, 
direction,  coordination,  and  surveillance  of  the  oil  import  control  program  estab- 
lished by  Proclamation  No.  3279,"  as  amended.  Section  3  of  the  Order  (Section 

8  of  the  Proclamation)  designates  the  Deputy  Secretary  of  the  Treasury  as 
Chairman  of  the  Committee.  The  authority  for  Executive  Order  11703  is  that 
vested  in  the  President  by  the  Constitution  and  statutes,  including  specifically 
section  10  of  the  Act  of  August  8,  1950,  c.  655,  65  Stat.  712.  3  U.S.C.  301,  while 
that  for  the  cited  Proclamations  specifically  is  section  232  of  the  Trade  Expansion 
Act  of  1962,  Pub.  L.  87-794,  76  Stat.  877,  19  U.S.C.  1862.  In  connection  with  the 
Deputy  Secretary's  duties.  Treasury  Department  Order  No.  226  dated  September 
1,  1973,  created  the  OflSce  of  National  Resources  and  Energy  to  advise  and  assist 
the  Deputy  Secretary  and  coordinate  with  other  Government  agencies  concerned 
with  resources  and  energy. 

Question  3. — Assuming  enactment  of  H.R.  7501  or  similar  legislation,  provide 
a  five-year  cost  estimate  of  the  Department  of  Treasury,  in  terms  of  monies  and 
personnel,  which  would  he  required  to  implement  Treasury's  responsibilities 
under  the  Act. 
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Answer  number  3.  The  Department  does  not  anticipate  that  it  would  require 
any  additional  monies  or  personnel  for  the  next  five  years  to  carry  out  its  re- 
sponsibilities under  H.R.  7501  if  it  were  enacted. 

In  addition,  the  Department  would  like  to  take  this  opportunity  to  recommend 
minor  technical  changes  to  clarify  section  113  of  H.R.  7501  with  regard  to  the 
customs  and  navigation  laws.  A  Comparative  Print  showing  the  suggested 
changes  is  enclosed  for  your  convenient  reference. 

The  Department  has  been  advised  by  the  Office  of  Management  and  Budget  that 
there  is  no  objection  from  the  standpoint  of  the  Administration's  program  to 
the  submission  of  this  report  to  your  Committee. 

Comparative  Print 

Changes  in  section  113  are  shown  as  follows  (language  proposed  to  be  omit- 
ted is  enclosed  in  brackets  ;  new  matter  is  underscored)  : 

Seo.  113.  The  customs  and  navigation  laws  administered  by  the  [Bureau  of 
Customs]  Sccretray  of  the  Treasury,  except  those  navigation  laws  specified  in 
section  111(b)(7)  [herein]  of  this  Act,  shall  not  apply  to  any  deepwater  port 
facility  licen.sed  under  this  Act;  but  all  [materials]  foreign  articles  to  be  used 
in  the  construction  of  any  such  deepwater  port  facility  and  connected  facilities 
such  as  pipelines  and  cables  shall  first  be  made  subject  to  a  consumption  entry 
in  the  United  States  and  [duties  deposited  tliereon]  all  applicable  duties  and 
taxes  which  would  be  imposed  upon  or  by  reason  of  their  importation  if  they 
were  imported  for  consumption  in  the  United  States  shall  be  paid  thereon  in 
accordance  with  the  laivs  applicable  to  merchandise  imported  into  the  customs 
territory  of  the  United  States.  [However,  a]  All  United  States  officials,  includ- 
ing [customs  officials]  officers  of  the  customs  as  defined  in  section  401{i),  Tariff 
Act  of  1930,  as  amended,  19  U.S.C.  1^01  (i),  shall  at  all  times  be  accorded  rea- 
sonable access  to  deepwater  facilities  licensed  under  this  Act  for  the  purpose 
of  enforcing  laws  under  their  jurisdiction  or  carrying  out  their  responsibilities. 

[The  following  information  was  supplied  for  inclusion  in  the 
record :] 

Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.  June  1973. 
Dr.  William  A.  Johnson, 

Energy  Adviser  to  the  Deputy  Secretary  of  the  Treasury, 
Washington,  D.C. 

Dear  Dr.  Johnson  :  I  was  most  impressed  by  your  testimony  which  you 
submitted  before  the  House  Merchant  Marine  &  Fisheries  Committee  regard- 
ing the  economics  of  off-shore  oil  terminal  development. 

Time  did  not  permit,  however,  a  discussion  of  the  shore  side  facilities 
which  would  attend  the  construction  of  an  off-shore  oil  terminal.  I  would 
appreciate  it  if  you  could  provide  for  the  Record  what  information  you  have 
available  about  the  types  of  facilities  that  would  necessarily  follow  our 
deepwater  port  development.  In  addition,  it  would  be  helpful  if  you  could 
estimate  for  us  the  thru-put  capacity  of  the  various  types  of  facilities  that 
have  been  proposed.  For  example,  could  you  provide  a  comparison  between 
a  mono-buoy  system  and  the  type  of  artificial  island  which  was  described  in 
the  Commerce  Department  report  prepared  by   Soros  Associates. 

There  has  also  been  advanced  the  theory  that  despite  the  increase  in  thru-put, 
that  refineries  will  be  able  to  meet  the  increased  supply  for  production  by 
expanding  and  updating  their  existing  facilities.  In  particular,  do  you  think 
that  refineries  at  the  head  of  Delaware  Bay  could  expand  their  production 
to  meet  the  increased  thru-put  without  acquiring  additional  land  for  new 
facilities? 

I  regret  that  we  were  unable  to  discuss  these  matters  at  greater  length 
during  the  hearings,  but  I  know  that  if  you  will  provide  some  answers  to 
these  questions  that  this  will  be  a  valuable  contribution  to  the  hearing 
record. 
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Again,  I  want  to  congratulate  you  on  your  fine  testimony  and  I   want  to 
thank  you  in  advance  for  looking  into  these  questions  that  I  have  raised. 
Sincerely,  Pierre  S.  du  Pont, 

Member  of  Congress. 

Office  of  the  Secretary  of  the  Treasury, 

Washington,  D.C.,  July  6,  1912. 

Hon.  Pierre  S.  du  Pont, 
House  of  Representatives, 

Washington,  D.C.  ^^        ,    ,,      ,  •   ^ 

Dear  Mr  du  Pont  :  Thank  you  for  your  letter  of  June  28  and  the  kind 
words  about  my  testimony  before  the  House  Merchant  Marine  and  Fisheries 
Committee.  In  all  candor,  I  was  fortunate  in  having  directed  the  study  that 
formed  tlie  basis  of  my  presentation.  This  provided  me  with  four  months  of 
concentrated  research  and  the  support  of  ten  agencies  of  the  government  in 

^Tettf  Sfswry'uf  questions  in  order.  First,  the  types  of  ^-"f -  that 
would  follow  the  construction  of  a  deepwater  port  would  depend  on  the 
runction  of  the  port  and  the  policies  of  the  state  and  local  governments 
concerned.  The  deepwater  port  facility  may  be  part  of  a  larger  program  for 
building  a  new  refinery  or  petrochemical  complex.  Or,  as  ^^  1^^^]^,  J.^^^^*^^^ 
case  in  Delaware,  the  deepwater  port  may  simply  replace  existing  and 
outmoded  port  facilities  that  are  incapable  of  handling  the  more  efficient 
and  environmentally  superior  supertankers.  j,     ■,.^.  *. 

In  the  letter  instance,  I  can  see  no  reason  why  additional  facilities  must 
be  built  other  than  pipelines  to  the  shore,  which  would  connect  the  port 
facility  with  existing  refineries  and  storage  areas,  or  on-shore  berthing  areas, 
which  would  accommodate  barges  if  barges  are  used  to  transfer  oil  to  the 
mainland.  Some  additional  on-shore  storage  capability  may  also  be  built. 
However,  this  could  be  unnecessary  if  a  deepwater  port  merely  replaces 
existing  port  facilities.  Storage  facilities  would  not  be  built  on  shore  if  the 
port  is  an  artificial  island  like  that  proposed  in  the  Soros  Study.  One  purpose 
of  building  the  island  is  to  provide  space  for  storage  on  the  island  itself. 

In  any  event,  I  would  think  that,  if  a  state  or  local  community  did  not 
want  a  port  to  stimulate  the  growth  of  new  refinery  and  petrochemical 
complex,  it  can  do,  as  Delaware  has  done,  enact  legislation  restricting  further 

^^The^Soros  Study  envisaged  an  initial  capacity  of  100  million  tons  a  year 
for  its  artificial  island,  rising,  over  time,  to  300  million  tons  a  year.  This  is 
roughlv  equivalent  to  2  and  6  million  barrels  a  day  of  throughput  respectively. 
By  contrast,  the  monobuoy  would  involve  much  less  investment  and  would 
permit  a  smaller  scale  of  operations.  A  monobuoy  system  would  have  a 
throughput  capacity  of  about  1  million  barrels  a  day  altliough  under  most 
circumstances,  this  system  could  operate  economically  at  a  throughput  as 
low  as  500  thousand  barrels  a  day.  The  monobuoy  systems  capacity  could  be 
increased  beyond  1  million  barrels  per  day  simply  by  adding  additional 
monobuovs  and  connecting  pipelines.  The  artificial  island,  unlike  the  mono- 
buoy, would  have  substantial  economies  of  scale.  A  major  advantage  of  the 
monobuoy  svstem  is  its  divisibility.  For  this  reason,  it  is  possible  to  construct 
a  number  of  monobuoys  at  different  points  along  the  coast. 

Many  refiners  can  and  do  increase  marginally  their  output  by  debottle- 
neckink"  In  any  refinery,  small  changes  in  operations,  or  small  investment 
in  equipment,  usually  result  in  as  high  as  a  2%  increase  in  capacity  a  year. 
The  older  the  refinerv,  however,  the  less  the  opportunities  for  debottlenecking. 

Some  refineries  also  have  space  which  would  enable  expansion  withm 
existing  plant  sites.  Indeed,  much  of  the  new  capacity  that  has  been  announced 
since  the  issuance  of  the  President's  Energy  Message  on  April  18  would 
involve  expnnsion  of  existing  refineries  rather  than  the  construction  of  new 
refineries.  Whether  adequate  space  exists  at  the  liead  of  Delaware  Bay  is  a 
moot  question.  The  answer  would  vary  from  refinery  to  refinery.  It  is  my 
impression  that  a  few  refineries  in  this  area  do  have  an  ability  to  expana 
their  existing  operations  significantly,  while  many  do  not. 

I  hope  that  these  answers  will  be  of  help  to  you. 

Sincerely  yours,  .^  .    t  „  ,„«,-, 

William  A.  Johnson. 

Energy  Adviser  to  the  Deputy  Secretary. 
rWherenpon.  at  5  p.m.,  the  committee  recessed,  to  reconvene  at 
10  a.m.,  Thursday,  June  14,  1973.] 


OFFSHORE  PORTS  AND  TERMINALS 


THURSDAY,  JUNE   14,   1973 

House  of  Representatives, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington,  D.G. 

The  committee  met,  pursuant  to  recess,  at  10:10  a.m.,  in  room 
1334,  Longworth  Office  Building,  tlie  Hon.  Thomas  N.  Downing 
presiding. 

Mr.  Downing.  The  committee  will  come  to  order. 

This  morning,  the  committee  will  resume  hearings  on  H.R.  5091 
and  H.R.  5898,  bills  relating  to  offshore  ports  and  terminals. 

We  are  pleased  to  have  with  us  again  the  Honorable  Russell  E. 
Train,  Chairman,  Council  on  Environmental  Quality. 

Mr.  Train,  we  are  most  pleased  to  have  you. 

Are  there  any  associates  you  wish  to  have  identified  for  purposes 
of  the  record? 

Mr,  Train.  Not  at  this  moment,  Mr.  Chairman.  I  will  proceed 
by  myself. 

If  I  get  into  real  trouble,  I  will  yell  for  help,  and  I  will  identify 
the  help  for  the  record  at  that  time. 

Mr.  Downing.  You  may  proceed. 

STATEMENT  OF  HON.  RUSSELL  E.  TRAIN,  CHAIRMAN,  COUNCIL 
ON  ENVIRONMENTAL  QUALITY 

Mr.  Train.  I  do  have  a  fairly  lengthy  statement  and  normally 
I  would  simply  try  to  summarize  it,  but  I  do  believe  that  this  is 
quite  a  technical  subject  and  it  would  be  just  as  well,  Mr.  Chair- 
man, if  I  proceed  through  the  statement  as  submitted  to  the  com- 
mittee, and  with  your  indulgence,  I  will  read  it. 

Mr.  Downing.  This  is  an  important  subject,  and  we  consider 
you  a  qualified  witness. 

So,  if  it  is  lengthy,  so  be  it. 

Mr.  Train.  Mr.  Chairman  and  members  of  the  committee,  I 
appreciate  the  opportunity  to  appear  before  you  on  behalf  of  the 
Council  on  Environmental  Quality  to  discuss  H.R.  5091  and 
H.R.  5898,  bills  relating  to  the  location,  construction  and  operation 
of  deepwater  ports  and  other  offshore  facilities. 

Mr.  Chairman,  the  administration  supports  the  need  for  new 
legislation  providing  for  the  establishment  and  regulation  of  deep- 
water  ports  and  other  offshore  facilities. 

Furthermore,  we  recognize  that  these  facilities  must  be  located, 
constructed,  and  operated  in  a  manner  which  would  minimize  or 
avoid  adverse  environmental  impacts. 

(135) 
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NEED  FOR  LEGISLATION 

The  need  for  such  leo;islation  is  the  result  of  the  recent  confluence 
of  two  major  trends.  First,  of  course,  is  the  trend  toward  greater 
oil  imports.  A  second  major  trend  is  the  shift  in  oil  transport  to 
very  large  vessels  called  supertankers. 

The  draft  of  these  supertankers  can  range,  for  example,  from 
67  feet  for  a  250,000  deadweight  ton  tanker  to  94  feet  for  a  540,000 
deadweight  ton  version. 

Yet  the  deepest  channel  to  a  convention  port  on  the  east  and 
gulf  coasts  presently  is  about  45  feet. 

Deep  inshore  locations  which  could  handle  the  deepest  draft 
supertankers  exist  naturally  at  several  places  in  Maine.  Elsewhere 
on  the  east  and  gulf  coasts,  inshore  deepwater  port  facilities  would 
have  to  be  created  by  dredging  existing  harbors  and  channels. 

One  west  coast  port,  Seattle,  can  accommodate  very  deep  drafts, 
but  Los  Angeles/Long  Beach  is  only  deep  enough  to  handle  tankers 
in  the  100,000-150,000  deadweight  ton  range,  and  San  Francisco  is 
even  less  deep. 

Thus,  at  the  present  time,  almost  no  U.S.  harbor  has  the  capacity 
to  receive  and  unload  the  larger  supertankers. 

The  attention  of  industry,  government,  and  citizen  environ- 
mentalists has  turned,  therefore,  to  the  question  of  how  to  create 
facilities  to  bring  the  needed  oil  into  the  U.S.  while,  at  the  same 
time,  protecting  against  the  hazard  of  oil  spills  and  controlling  other 
environmental  impacts  of  port  development. 

DEEPWATER   PORT   FACILITIES   ACT   OF    1973 

The  administration's  Deepwater  Port  Facilities  Act  of  1973, 
proposed  in  the  President's  energy  message  of  April  18,  addresses 
this  question. 

It  recognizes  that  today  there  exists  no  comprehensive  institu- 
tional or  legal  framework  for  dealing  with  the  many  issues  and 
problems  involved  in  deepwater  port  development. 

The  administration's  proposal  would  provide  such  a  comprehen- 
sive system. 

Mr.  Chairman,  I  would  like  to  devote  the  remainder  of  my 
testimony  to  a  discussion  of  the  Deepwater  Port  Facilities  Act  of 
1973 — introduced  in  the  House  by  Representative  Saylor  and 
numbered  H.R.  7501— in  relation  to  H.R.  5091  and  H.R.  5898. 

The  administration  bill  would  authorize  the  Secretary  of  the 
Interior  to  license  and  regulate  the  construction  and  operation  of 
deepwater  port  facilities  beyond  the  3-mile  territorial  sea.  The  bill 
prohibits  the  construction  and  operation  of  such  a  facility  without 
such  a  license. 

Applicants  for  a  deepwater  port  license  must  demonstrate  that 
the  port  will  not  interfere  with  international  navigation  or  other 
reasonable  uses  of  the  high  seas. 

The  Secretary  cannot  issue  such  a  license  until  he  determines 
that  the  siting  and  building  of  the  port,  and  its  subsequent  opera- 
tion, will  minimize  or  prevent  significant  adverse  environmental 
effects.  H.R.  7501  recognizes  the  impact  that  port  location  would 
have  on  shoreside  development  and  requires  the  Secretary  to  consult 
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with  Governors  of  potentially  affected  States  to  insure  that  port 
induced  activities  are  consistent  with  States  land  use  programs. 

H.R.  7501  would  establish  a  uniform,  coordinated  procedure  for 
licensing  and  regulating  deepwater  ports.  The  Secretary  of  the 
Interior  will  have  prime  responsibility,  and  applicants  will  have 
only  one  place  in  the  Federal  Government  to  go  for  a  decision. 

As  you  know,  authority  for  such  a  decision  is  currently  frag- 
mented among  several  Federal  agencies. 

In  his  coordinating  role,  the  Secretary  will  consult  with  every 
interested  agency  on  specific  applications,  as  well  as  on  the  develop- 
ment of  regulations  for  the  licensing  program. 

I  want  to  emphasize  that  the  administration  bill  does  not  modify 
or  reverse  existing  law  covering  the  safety  of  navigation  or  the 
protection  of  the  marine  environment.  On  the  contrary,  the  bill 
specifically  extends  important  existing  U.S.  laws,  such  as  the 
Federal  Water  Pollution  Control  Act,  as  amended  in  1972,  and 
the  Ports  and  Waterways  Safety  Act  of  1972,  to  the  deepwater 
port  facility  just  as  if  that  facility  were  located  in  U.S.  navigable 
waters. 

A  NEPA  statement  would  precede  any  decision  on  a  license 
application. 

The  administration  bill,  H.R.  7501,  would  provide  a  comprehen- 
sive and  coordinated  method  for  licensing  and  regulating  deep- 
water  port  facilities. 

We  feel  that  it  is  a  better  bill  than  either  H.R.  5898  or  H.R.  5091, 
and  that  it  deserves  this  committee's  support. 

H.R.  5898  is  much  too  brief  and  fails  to  recognize  or  provide 
solutions  for  many  of  the  fundamental  issues  involved  in  deepwater 
port  development.  H.R.  5091  is  considerably  more  comprehensive 
than  H.R.  5898,  but  is  less  preferable  than  the  administration 
approach  for  a  number  of  reasons. 

First,  H.R.  5091  would  give  the  Secretary  of  Commerce  certifica- 
tion authority  based  solely  on  the  impact  of  the  facility  on  the 
marine  environment.  H.R.  7501  recognizes  the  importance  of  the 
marine  environment  in  this  question — and  provides  the  authority 
to  protect  it. 

But  deepwater  port  development  deals  with  important  energy 
and  land  use  issues  as  well,  and  a  broader-based  agency.  The  De- 
partment of  the  Interior,  in  our  view,  is  the  appropriate  admini- 
stering agency. 

Second,  we  question  the  one-time  nature  of  a  certification 
approach,  provided  in  H.R.  5091,  as  contrasted  with  the  licensing 
and  regulatory  approach  put  forth  by  the  administration  bill. 

H.R.  7501  would  require  the  Secretary  to  prescribe  conditions 
for  operating  under  the  license — including  conditions  to  prevent 
or  minimize  pollution  of  the  surrounding  waters — and  established 
stiff  civil  and  criminal  penalties  for  violation  of  the  conditions  of 
the  license. 

The  administration  bill  also  provides  for  revocation  or  suspen- 
sion of  a  deepwater  port  facility  license,  including  suspension 
forthwith  in  the  case  of  a  serious  threat  to  the  environment. 

Finally,  in  determining  that  the  proposed  deepwater  port  facility 
will  be  located,  constructed  or  operated  so  as  to  prevent  significant 
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adverse  environmental  effects,  the  Secretary  is  also  required  by 
H.R.  7501  to  consider  the  effects  of  the  pipelines  that  would  bring 
oil  ashore.  H.R.  5091  is  silent  on  pipelines. 

ENVIRONMENTAL   IMPACTS 

Mr.  Chairman,  as  you  may  know,  the  council  has  been  conducting 
a  major  interagency  study  of  these  environmental  impacts  of 
deepwater  ports.  Parts  of  this  study  are  complete  and  available  to 
the  public. 

The  remainder  of  our  study  should  be  available  by  summer's 
end. 

We  initiated  this  study,  as  I  recall,  in  January  1972,  just  about 
1  and  one-half  years  ago. 

This  was  an  initiative  of  the  Council  on  Environmental  Quality, 
and  I  mention  that  because  I  think  it  is  a  good  example  of  the 
effort  of  the  council  to  study  potential  problems  with  new  tech- 
nologies coming  down  the  road  and  to  analyze  their  possible 
environmental  impacts  well  in  advance  of  implementations.  I 
mention  that  because  I  think  it  throws  some  light  on  the  work  of 
the  council. 

Mr.  Downing.  Tlie  committee  commends  the  council  for  that 
action. 

Mr.  Train.  The  environmental  effects  of  deepwater  port  develop- 
ment can  be  divided  into  two  broad  categories,  the  primary  effects 
of  the  construction  of  the  port  and  of  oil  spills  once  the  port 
becomes  operational,  and  the  secondary  effects  of  industrialization 
and  development  on  the  shore  which  would  be  induced  by  the 
location  of  a  deepwater  port. 

PRIMARY    EFFECTS 

One  of  the  major  environmental  risks  associated  with  marine  oil 
transportation  is  the  potential  for  oil  spills  resulting  from  tanker 
accidents  and  operations.  Other  risks  stem  from  the  effects  of  port 
construction  and  maintenance  particularly  if  significant  dredging 
is  necessary. 

Potential  environmental  impacts  from  these  activities  are  a 
function  of  several  factors,  the  probability  of  damage  occurring 
in  the  first  place — for  example,  the  need  to  dredge  or  the  likelihood 
of  an  oil  spill,  the  effectiveness  of  measures  to  prevent  or  control 
the  damage,  and  the  vulnerability  of  any  specific  port  location  to 
whatever  damage  may  occur. 

The  overall  risk  of  environmental  damage  will,  in  large  measure, 
be  related  to  the  type  of  deepwater  port  facility  and  its  location 
with  respect  to  critical  coastal  environmental  features. 

EFFECTS   FROM    CONSTRUCTION 

The  impacts  of  port  construction  on  the  environment  are  closely 
related  to  the  amount  of  dredging  or  other  disturbance  of  the  sea 
bottom  that  takes  place. 

For  example,  creation  of  a  deepwater  port  in  the  Raritan  Bay 
of  northern  New  Jersey  would  require  dredging  8  miles  of  channel, 
90  feet  deep  and  1,000  feet  wide,  and  another  2  square  miles  of 
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berthing   and    maneuvering    area.    Dredge    spoil    would    total    321 
million  cubic  yards. 

The  environmental  effects  of  such  dredging  could  include  destruc- 
tion ot  sea  bottoni  habitat,  damage  to  estuarine  marine  life  caused 
by  increase  m  turbidity  and  salinity  and  intrusion  of  sea  water  into 
iresh  water  aquifers. 

Disposal  of  dredge  spoil  would  present  another  environmental 
problem,  particularly  if  the  spoils  are  polluted. 

Further  once  dredged,  deep  channels  must  be  periodically  cleared 
and  sand  by  redredging,  a  process  which  is  likely  to  repeat 
majiy  of  the  environmental  damages  just  described. 

Ihe  construction  of  large  artificial  islands  or  breakwaters  would 
also  require  some  dredging.  By  interfering  with  normal  wave  and 
current  patterns,  these  structures  could  cause  shore  erosion  under 
certain  conditions,  particularly  in  estuarine  or  other  near  shore 
locations. 

IMiles  out  at  sea,  however,  the  force  such  facilities  might  impose 
on  ocean  movemeaits  should  not  influence  shoreline  processes  si o-- 
nihcantly,  if  at  all.  ^ 

The  c^onstruction  effects  of  far  offshore  type  facilities,  such  as 
single  point  moorings  or  single  anchor  leg  moorings,  are  likely  to 
be  negligible.  Pipelines  from  such  facilities,  particularly  if  buried 
to  protex^t  against  breaks,  will  require  some  dredging  that  would 
ashore  ^^^  bottom  and  coastal  areas  where  the  pipelines  come 

7u^^  a^o^nt  of  this  dredging  would  be  insignificant  compared 
with  dredging  deep  channels  to  existing  ports. 

OIL  SPILL  EFFECTS 

,  Oil  spills  can  be  caused  by  casualties  such  as  collisions,  ground- 
ings, and  rammmgs,  by  operational  mishaps,  often  due  to  human 
failure,  during  the  transfer  of  oil  from  tankers  to  port  facilities, 
and  by  pipeline  breaks  or  leaks. 

Regardless  of  the  source  and  size  of  an  oil  spill,  several  biological 
eftects  can  occur.  Organisms  can  be  killed  outright  by  toxic  com- 
ponents of  the  oil;  they  can  die  or  be  harmed  by  direct  coating 
with  oil ;  oil  concentrations  in  the  water  can  inhibit  normal  feeding 
or  reproductive  behavior;  certain  oil  components,  especially  those 
suspected  of  causing  cancer,  can  be  incorporated  into  the  food 
Cham;  and  the  covering  of  rocks,  marshes,  and  similar  areas  with 
oil  can  destroy  habitats. 

The  actual  effect  of  any  particular  spill  will  depend  upon  a  series 
ot  other  factors,  including  the  chemical  composition  and  amount 
ot  oil,  winds  and  currents  in  the  region  of  the  spill,  the  type  of 
marine  life  m  the  region  of  the  spill;  the  season  of  the  year;  and 
previous  exposure  to  oil. 

Furthermore,  time  is  an  overriding  factor  in  predicting  and 
assessing  biological  impacts.  Over  time,  as  a  result  of  wind  and  cur- 
rent movement,  spilled  oil  "weathers";  that  is,  the  toxic  fractions 
will  dissipate. 

A  dynamic  interaction  of  the  wind,  currents,  and  tides,  in  con- 
junction   with    biological    and    chemical    degradation,    determines 
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where  the  oil  will  go  and  what  effects  it  will  have  en  route  and 
when  it  arrives. 

Estuaries  and  near  shore  coastal  wetlands  are  the  most  biologi- 
cally productive  areas  of  the  marine  ecosystem  and  also  the  most 
sensitive  to  damage  from  either  construction  or  oil  spill  eifects. 

At  shallow  near  shore  sites,  such  damage  would  be  unavoidable. 
At  far  offshore  locations,  however,  the  probability  that  spilled  oil 
will  enter  sensitive  estuarine  areas  is  much  reduced. 

In  addition,  should  a  spill  occur  far  offshore,  and  should  wind 
and  current  move  it  toward  coastal  areas,  "weathering  of  the  oil 
enroute  will  tend  to  remove  its  most  immediately  toxic  and  lethal 
fractions.  Not  only  will  it  take  the  oil  longer  to  reach  sensitive 
wetland  and  estuarine  areas  and  recreational  beaches,  but,  under 
certain  wind  and  current  conditions,  the  oil  could  move  out  to  sea 
and  never  reach  the  shore  as  a  slick. 

PREVENTIVE   MEASURES 

There  are  a  number  of  ways  to  prevent  oil  spills  or  to  minimize 
their  damage.  I  have  already  mentioned  the  different  characteristics 
of  different  types  of  port  facilities. 

Ports  that  must  be  carved  out  of  shallow  estuaries  or  nearshore 
areas  which  require  tankers  to  thread  their  way  through  narrow 
channels,  often  in  waters  congested  with  other  ships,  present  risks 
of  collision  or  grounding. 

Mandatory  radar-guided  vessel  traffic  controls  could  reduce  those 
risks.  Single  point  mooring  permit  the  construction  of  ports  far 
offshore  in  very  deep  water  without  expensive  dredging  or  break- 
waters. Such  facilities  can  be  located  away  from  congested  ports, 
harbor  entrance  ways,  and  coastal  shipping  lanes,  thus  significantly 
limiting  the  probability  that  collisions  will  occur. 

In  naturally  deep  water,  the  probability  of  groundings  is  also 
reduced.  If  supertankers  are  constructed  with  double  bottoms,  thus 
providing  a  void  between  the  outside  hull  and  cargo  tanks,  the 
amount  of  oil  spilled  should  a  grounding  occur  is  significantly 
reduced. 

Finally,  the  use  of  pipelines,  as  opposed  to  barges  or  smaller 
tankers  to  transship  oil  to  shore,  cuts  the  number  of  handling 
operations  and  the  potential  for  accidents. 

The  major  environmental  disadvantages  of  single  point  mooring 
type  facilities  as  opposed  to  fixed  berth  facilities  is  that,  with  pres- 
ent technology,  little  can  be  done  to  contain  spills  during  unloading 
operations. 

In  a  fixed  berth,  a  floating  apron  can  be  installed  around  the 
stationary  tanker  to  contain  any  oil  that  miglit  be  spilled. 

Since  tankers  are  constantly  in  motion  around  single  point  moor- 
ings, aprons  are  not  feasible.  Fui'ther  development  and  experience 
with  single  point  mooring  technologies  Avill  be  necessary  to  alleviate 
this  problem  before  these  facilities  come  into  general  use  in  the 
United  States, 

SECONDARY   EFFECTS 

In  the  United  States,  the  location  of  a  superport  will  tend  to 
induce    new    industries,    particularly    refineries    and    petrochemical 
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complexes  in  the  immediate  area  serving  the  port  and  in  the  sur- 
rounding region. 

The  creation  of  new  petroleum-related  industries  would  induce 
associated  commercial  and  economic  activities.  An  overall  increase 
in  economic  development  will  cause  population  concentration  and 
needs  for  new  housing  and  added  public  services  such  as  sewage 
treatment,  transportation,  schools,  electric  power,  and  recreational 
facilities. 

Each  of  the  activities,  in  turn,  will  result  in  a  range  of  environ- 
mental impacts  beyond  what  would  normally  be  expected  without 
a  deepwater  port.  The  impacts  include  demands  for  land  and  water 
supply,  increased  air  and  water  pollution,  and  a  burden  on  public 
services. 

Depending  upon  the  nature  of  a  given  area,  induced  effects  could 
cause  it  to  change  from  undeveloped  to  industrialized  or  from  de- 
veloped to  highly  industrialized. 

A  framework  of  existing  Federal  legislation  can  help  in  planning 
and  controlling  superport  related  development.  Under  the  Federal 
air  and  water  pollution  laws,  new  industrial  development  generated 
by  increases  in  petroleum  refining  and  processing  will  be  subject 
to  stringent  standards,  reflecting  the  best  available  pollution  control 
technology,  covering  the  emission  and  discharge  of  pollutants  to 
the  air  and  water. 

In  addition,  these  laws  require  that  new  facilities  be  compatible 
with  ambient  air  and  water  quality  standards.  These  ambient  stan- 
dards may,  in  some  cases,  require  more  stringent  emission  and 
effluent  controls  than  the  basic  "best  available  technology"  require- 
ments. 

This  framework  of  controls  should  assure  that  deepwater  port 
related  industrial  development  will  occur  within  the  limits  of  en- 
vironmental acceptability. 

The  recently  enacted  Coastal  Zone  ISIanagement  Act  and  the 
pending  National  Land  Use  Policy  Act  also  provide  a  framework 
within  which  States  can  control  the  effects  of  industrial  develop- 
ment upon  land  use. 

Two  basic  objectives  of  the  President's  National  Land  Use  Policy 
Act  are  to  encourage  State  control  of  large  scale  development  of 
more  than  local  significance,  and  to  protect  areas  of  critical  environ- 
mental concern,  such  as  coastal  wetlands. 

The  Coastal  Zone  INIanagement  Act,  which  encourages  States  to 
plan  and  control  land  use  in  the  coastal  zone,  is  especially  applicable 
because  secondary  development  associated  with  superports  will 
affect  coastal  zones  in  every  case. 

CONCLUSION 

Given  the  favorable  economics  of  deepwater  ports,  continuing  to 
receive  oil  direct  from  overseas  sources  in  smaller  tankers  is  eco- 
nomically unrealistic.  For  example,  it  costs  approximately  $9  per 
ton  to  bring  crude  oil  direct  to  the  U.S.  east  coast  in  50,000  to 
70,000  deadweight  ton  tanker. 

That  same  ton  would  cost  only  $6.55  if  carried  direct  in  a  250,000 
deadweight  ton  supertanker. 
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Therefore,  the  United  States  is  faced  with  two  basic  alternatives. 
Either  it  can  develop  its  own  deepwater  ports  or  it  can  transship 
oil  from  non-U.S.  Western  Hemisphere  deepwater  ports  in  the 
Caribbean  or  in  the  Canadian  INIaritime  Provinces. 

From  an  economic  point  of  view,  the  choice  lies  between  the  cost 
of  $6.55  per  ton,  for  example,  if  the  oil  is  delivered  to  the  United 
States  by  supertankers  directly,  and  from  $7.05  to  $7.25  per  ton  if 
the  supertanker  delivers  its  carp;o  to  neif^hboring  foreign  points  for 
transshipment  to  the  United  States  in  smaller  tankers. 

In  making  this  choice,  the  environmental  implications  are  as  im- 
portant as  the  economic  ones.  Based  on  studies  conducted  for  the 
Council  by  the  TT.S.  Coast  Guard,  it  appears  that  creating  super- 
ports  in  the  U.S.  carries  a  lesser  risk  of  oil  spill  damage  than  does 
transshipping  oil  from  foreign  ports. 

For  example,  over  a  20-year  period,  at  an  import  level  of  2  mil- 
lion barrels  per  day,  we  can  statistically  project  approximately  37 
vessel  casualties  resulting  in  spillage  of  over  29,000  tons  of  oil, 
assuming  small  tankers  averaging  50,000  DWT  transshipped  oil 
from  Canadian  or  Caribbean  terminals  to  conventional  U.S.  ports. 

On  the  other  hand,  if  the  same  oil  were  transported  direct  to 
U.S.  offshore  terminals  in  supertankers  averaging  250,000  DWT, 
we  can  project  about  four  casualties  totaling  only  2,500  tons  of  oil 
spilled. 

The  methodology  for  this  statistical  analysis  is  set  out  in  an 
attachment  to  my  statement. 

The  supertanker  example  assumes  that  transshipment  to  shore 
would  be  via  pipelines.  Transshipment  via  small  tankers  or  barges 
would,  of  course,  increase  the  casualty  potential  and  tend  to  negate 
the  advantage  of  the  superport  over  conventional  systems. 

In  sum.  then,  the  TTnited  States  is  going  to  need  increasing 
amounts  of  imported  oil.  This  oil  will  be  imported  in  small  ships — 
at  greater  risk  of  oil  spills — if  deepwater  ports  are  not  available  to 
serve  supertankers. 

The  environmental  impacts  associated  with  port  construction  and 
oil  spills  can  be  significantly  reduced  by  the  development  of  far 
offshore  deepwater  ports  which  will  be  served  by  supertankers  at 
locations  distant  from  congested  harbors  and  coastal  areas. 

The  environmental  impacts  associated  with  the  development  of 
petroleum  refining  and  processing  industries  would  occur  to  some 
extent  if  the  same  amounts  of  oil  were  imported  in  conventional 
tankers. 

To  the  extent  that  these  impacts  might  be  focused  on  areas 
served  by  deepwater  ports.  State,  and  local  governments  can  plan 
for  and  control  them,  using  their  traditional  powers  within  a  frame- 
work of  current  and  pending  Federal  pollution  abatement  and  land 
use  management  laws. 

H.  li.  7501,  the  administration's  bill,  would  provide  a  compre- 
hensive and  effective  legislative  mechanism  to  assure  that  both 
primary  and  secondary  environmental  effects  are  fully  considered 
in  the  Federal  decision  making  process. 

Thank  you,  Mv.  Chairman. 

I  will  be  happy  to  answer  your  questions. 
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]Mr.  Downing.  Thank  you  for  a  very  excellent  statement. 
]\Ir.  Train.  Mr.  Chairman,  I  might  submit  the  attachments  to  my 
statement  for  the  record  at  this  point. 

]Mr.  Downing.  They  will  appear  in  the  record  at  this  point. 
[The  various  attachments  to  Mr.  Train's  statement  follow:] 

ATTACHMENT  A.— COMPARATIVE  TANKER  CASUALTIES  OVER  20  YEARS" 
Assumptions: 

Throughput  of  2  million  barrels  per  day  In  both  cases. 

Case  1— Oil  transported  to  conventional  ports  in  tankers  averaging  50,000  dead  v/eight  tons  (DWT). 
Case  2— Oil  transported  to  offshore  terminals  in  supertankers  averaging  250,000  DWT;  transshipment  to  shore  via 
pipelines. 


Range  of  spills  (in  long  tons) 


Number 

Incidents 

Number  of  tons 

of  oilspilled 

Case  1 

Case  2 

Case  1 

Case  2 

24.0 

8.5 

3.8 

1.4 

.17 

3.0 
.65 
.44 
.21 
......... 

1680.0 

3306. 5 

4674. 0 
11144.0 

8364.0  .. 
29168.  5 

186.0 

250.3 

514.8 

1577. 1 

37.87 

2528. 2 

1  to  150 

151  to  500 

501  to  3,000... 
3,001  to  14,000. 

14,000+ 

Total 


>  DerivtJ  from  Table  3  and  Figures  1  and  6  of  Attachment  B,  "Tanker  Oil  Spill  Probabilities." 

Tanker  Oil  Spill  Probabilities 


INTRODUCTION 


This  paper  presents  a  detailed  methodology  by  which  to  project  the 
frequency  and  magnitude  of  oil  spills  from  tanker  casualties.  It  was  prepared 
for  the  Council  on  Environmental  Quality  by  the  U.S.  Coast  Guard. 


TANKER  CASUALTY  SPILLS 

Before  a  tanker  casualty  was  considered  in  this  analysis,  the  following 
criteria  had  to  be  met : 

The  oil  spill   had  to  be  a   direct  result  of  a  rupture   in   a   tank,  and 

It  had  to  be  known  positively  that  oil  escaped  into  the  water. 
A  list  was  compiled  from  various  sources  that  gave  details  of  tanker 
casualties  world-wide  during  1969  and  1970.^  In  those  instances  where  the 
spilled  oil  could  not  be  quantified,  a  magnitude  equal  to  the  average  magnitude 
for  similar  spills  of  less  than  500  tons  was  assigned ;  i.e.,  no  catastrophic 
casualties  were  assumed  to  have  taken  place  in  these  cases.  Instances  where 
the  casualty  occurred  at  sea  more  than  50  miles  from  shore  were  excluded 
from  the  list  as  not  being  applicable  in  a  study  of  supertanker  facilities, 
which  will  be  located  less  than  50  miles  from  shore. 

Spill  data  for  a  supertanker  facility  alternative  at  a  given  port  location 
are  presented  in  terms  of  frequency  and  magnitude.  The  magnitudes  are 
not  given  as  discrete  values  but  rather  in  five  ranges ;  specifically, : 

To  150  long  tons ; 

151  to  500  long  tons ; 

501  to  3000  long  tons ; 

3001  to  14,000  long  tons ;  and. 

Greater  than  14,000  long  tons. 
The  ranges  were  selected  by  plotting  the  number  of  incidents  within  a 
selected  range  versus  the  midpoint  outflow  magnitude  of  the  range.  The 
ranges  were  adjusted  until  their  plot  yielded  a  straight  line  on  a  log-log 
graph.  (The  straight  line  or  hyperbolic  function  would  indicate  a  fair  dis- 
tribution of  the  data  and  a  statistically  valid  selection  of  ranges).  For 
presentation  purposes  the  ranges  were  rounded  off  to  the  nearest  50  long 
tons.  The  data  are  presented  in  Table  1. 


1  "An  Analysis  of  Oil  Outflows  Due  to  Tanker  Accidents — A  Note  by  the  U.S.A.  to  the 
InterKovernmental  Maritime  Consultative  Orffanization,"  November  1972,  U.S.  Coast 
Guard  ;  and.  "Tanl^ers  and  the  Ecology,"  Porricelli.  et  al,  Transctions,  Vol.  79,  1971,  The 
Society  of  Naval  Architects  and  Marine  Engineers. 
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TABLE  1 


Incidents 


_^ . Percent  of  total  oil 

^  Number  Percent        Oil  outflow  outflow 


139  63  47  9,695  5.75 

To  150  tons - -                 *|S  22  37  19  050  11-29 

151  to  500  tons.... - t%  \q  qc  27  120  16.07 

501  to  3,000  tons.. - ---                   ^i  'occ  63590  37.74 

3,001  to  14,000  tons - »  ^-^e  49*200  29.15 

Greater  than  14,000  tons [ ■_ ! 

219  100  168,755  100 


The  data  illustrate  that  the  majority  of  the  incidents  (188  or  85.84%)  are 
less  than  500  long  tons  and  contribute  only  17.04%  of  the  total  pollution ; 
whereas  in  a  higher  range  (3001-14000  tons)  the  8  incidents  constitute  3.65% 
of  the  total  incidents  but  37.74%  of  the  total  pollution.  „  .    .„    « 

The  frequency  of  occurrence  for  a  spill  within  one  of  the  ranges  is  a 
direct  function  of  the  number  of  such  incidents  which  occurred  during  the 
1969-1970  sampling  period.  The  detailed  two-year  spill  data  base  was  further 
compared  to  data  compiled  by  the  International  Chamber  of  Shipping  (ICb) 
and  the  Secretariat  General  a  la  Marine  Marchande  of  the  Mmistere  des 
Transports!  France,  for  the  period  1960-1970.  While  these  data  were  not 
detailed  enough  to  incorporate  in  the  data  base,  they  clearly  reaffirmed  the 
1969-1970  data ;  and  it  therefore  can  be  said  that  the  two-year  period  is 
representative  of  a  ten-year  period.  By  extrapolating  these  figures  by 
statistical  inference  to  a  20-year  period,  all  data  are  presented  as  spills  of  a 
given  range  occurring  within  a  number  of   ship  years.  .oo^r    c^.^r^ 

The  midpoint  of  the  1969-1970  sampling  period  represented  12,206  ship 
years  of  tanker  traffic.^  Thus,  the  expected  time  for  an  incident  withm  a 
given  magnitude  range  to  occur  can  be  computed  directly  from  the  data 

Ship  years  can  be  converted  to  calendar  years  for  any  given  entry  location 
bv  knowing:  (1)  the  number  of  tankers  transiting  its  coastal,  entrance  way, 
and  harbor  (CEH)  zones  and  (2)  the  average  number  of  days  that  tankers 
require  to  make  any  CEH  zone  transit.  This  also  requires  the  knowledge  of 
the  average  number  of  days  per  year  that  all  tankers  spend  in  CEH  zone 
transits.  This  number  is  relatively  simple  to  compute  once  one  knows : 

The  average  number  of  round  trips  that  tankers  make  each  year;  and 
The   average   number   of   days   that    a   tanker   spends   in   transit   upon 

arrival  or  exit  from  a  port.  rt^^A'c 

In   the   1969-1970    period    there   were    6,103   tankers,    according   to   Lloyd  s 
Register  of   Shipping,   with   497  of  these   tankers   greater   than   80  000   dead- 
weight  tons.   Assuming   that   each   vessel   on   the   average   spends   2    days   on 
each  end  of  a  round  trip  in  CEH  zone  transit,  one  can  equate  the  following : 
A  tanker  is  in  the  CEH  transit  mode  39  days  per  year;  or, 
39  days  per  year  equals  one  ship  year  of  tanker  transits. 
The  projected  spill  estimations  in  terms  of  magnitude  and  frequency  are 
plotted  for  each  port  facility   alternative  on   a  log-log  scale   as   the  number 
of   incidents   within   one   of    the   given   outflow   ranges   versus   ship   years   of 

operations.  .     . ,     .    j.  ^^a 

An    analysis    was    conducted    comparing    polluting    incident    frequency    and 
attendant  oil  outflow   magnitudes.   In  conducting   this  analysis  tankers   were 
broken  into  two  general  deadweight  categories,  namely: 
Those  less  than  80,000  deadweight  tons;   and 

Those  80,000  deadweight  tons  and  greater.  .      *    *       .4. 

The   intent   here   was  to   show   whether  a   relationship   does   in   fact   exist 

between  tanker  polluting  incidents  and  tanker  size.  Table  2  depicts  the  results 

of  this  analysis.  -      ,,    ^  „* 

These  data  say  that  in  consideration  of  the  frequency  of  all  types  ot 
casualties,  as  a  function  of  number  of  tankers,  the  larger  vessels,  as 
presently  operating,  have  a  higher  probability  of  being  involved.  They  also 
say  that  oil  outflow  magnitudes  are  independent   of  tanker   size.    One   must 

2  Source :  Lloyd's  Register  of  Shipping,  Statistical  Tables.  1969  and  1970. 
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point  out  that  the  data  does  not  contain  a  single  catastrophic  accident  with 
a  loaded  tanker  greater  than  80,000  deadweight  tons.  One  such  incident 
would  seriously  alter  that  result. 

TABLE  2.— TANKERS  80,000  DWT  AND  GREATER  » 


Percent  of  total       Percent  of  world       Percent  of  world  Percent  of  tola' 

Incidents  (A)  tank  fleet  (B)    tanker  tonnage  (C)  outflow  (D) 


All  polluting  Incidents _ 7.89  6.04  30.3  6.38 

All  polluting  incidents  less  explosions..  6.37  6.04  30.3  2.94 


A/B  A/C  D/B  D/C 


With  explosions... 1.30              0.26  1.06            0.21)           Tankers  80,000  DWT 

Without  explosions 1.06              0.21  0.49            0.097)              and  greater 

TANKERS  LESS  THAN  80,000  DWT" 

All  polluting  incidents 92.11  93.96                        69.7                        93  62 

All  polluting  incidents  less  explosions..                     93.63  93.96                        69.7                        97.06 

A/B                A/C  D/B                D/C 


With  explosions.. 0.98  1.32  .99  1.321  Tankers  less  than  80,000 

Without  explosions 0.99  1.34  1.03  1.39j      DWT 

1  Tankers  80,000  DWT  and  greater  had  21  polluting  incidents,  including  5  explosions,  during  the  1969-70  reporting 
period  with  an  associated  oil  outflow  of  27,465  long  tons.  Tankers  less  than  80,000  DWT  had  245  polluting  incidents,  in- 
cluding 10  explosions,  during  the  same  reporting  period  with  an  associated  oil  outflow  of  403,254  long  tons. 

It  should  also  be  noted  that  the  case  with  tanker  explosions  discounted 
significantly  changes  the  results.  Here,  frequency  probabilities  are  also 
independent  of  tanker  size;  i.e.,  the  incident  rate  is  the  same  for  both 
large  and  small  tankers.  It  is  interesting  to  note  the  marked  drop  in  oil 
outflow  magnitudes  with  an  increase  in  size.  Again,  however,  the  cautionary 
remark  concerning  the  effect  of  one  large  laden  tanker's  involvement  in  a 
catastrophic  incident  will  apply. 

The  reason  the  data  have  been  presented  with  explosions  segregated  is  to 
show  their  effect  on  the  supertanker  frequency  and  magnitude  oil  spill 
spectrum  and  how  the  case  may  be  made  either  way  for  or  against  super- 
tankers as  has  been  done  in  the  past.  It  is  also  noteworthy  that  primary 
explosions  occur  in  two  modes  of  tanker  operation : 

While  the  tanker  is  in  ballast  and  probably  tank  cleaning  at  sea ;  and, 

"While  transferring  cargo  and  more  often  during  the  unloading  phase. 
Another  approach  compared  incident  frequency  and  outflow  to  the  total 
amount  of  deadweight  tons  in  the  two  categories  above  and  below  80,000  tons 
deadweight.  Due  to  the  greater  proportion  of  deadweight  (30.7%)  in  the 
supertanker  category  as  opposed  to  the  actual  number  of  vessels  (6.04%) 
the  results  are  significantly  altered ;  i.e..  the  supertanker  shows  smaller  oil 
outflows  in  proportion  to  its  representative  deadweight. 

The  baseline  port  facility   alternatives   can  then  be  modified  for : 

Improved  tanker  construction  technology,  i.e.  double  bottoms ; 

Implementation  of  traffic  control ;  and. 

The  use  of  an  offshore  terminal. 
Data  showing  the  effectiveness  of  any  of  these  three  modifications  are 
either  sparse  or  non-existent.  However,  reasonable  estimates  can  be  made 
for  them  ;  the  effectiveness  of  double  bottoms  in  terms  of  grounding  protec- 
tion was  estimated  to  be  75  percent ;  the  effectiveness  of  a  traffic  control 
system  was  estimated  to  reduce  all  grounding  and  collision  polluting  incidents 
which  could  occur  in  harbors  and  harbor  entranceways  by  50%  ;  the  effective- 
ness of  an  Offshore  terminal  has  been  qualitatively  taken  to  reduce  in  two 
cases,  40  and  90  percent  of  all  casualties  which  would  occur  within  the 
harbors  and  entranceways — 40  percent  for  a  deep  water  terminal  but  not 
necessarily  far  offshore  or  out  of  the  heavy  traffic  density,  90  percent  for  a 
true  deep  water  offshore  terminal  without  the  traffic  density  and  proximity 
of  the  shoreline. 

Double-botton  construction  is  just  what  it  sounds  like.  It  uses  an  outer 
wall  for  the  hull  structure  of  a  vessel  and  an  inner  wall  for  the  structure 
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of  the  oil  storage  tanks.  The  resulting  space  between  the  two  provides 
additional  insurance  against  oil  spillage  because  it  permits  damage  to  the 
outer  hull  without  necessarily  affecting  the  oil  storage  systems.  In  this 
analysis,  we  assume  a  double  bottom  height  on  the  order  of  0.08  percent 
of  the  tanker's  molded  beam  and  a  segregated  ballast  capacity  suflScient  to 
attain  45  percent  of  the  tanker's  full  load  displacement. 

Various  sources  have  placed  the  effectiveness  of  double  bottoms  in  terms 
of  grounding  protection  between  61  and  92  percent.  A  grounding  study 
conducted  by  the  International  Maritime  Consultative  Organization  (IMCO) 
Maritime  Safety  Committee  on  Ship  Design  and  Equipment  stated  that 
effectiveness  is  on  the  order  of  73  percent.^  In  this  study,  an  effectiveness  of 
75  percent  is  used. 

Traffic  controls  in  this  analysis  are  defined  as  mandatory,  radar-guided, 
computer  assisted  systems  for  positive  control  and  coordination  of  shipping 
movements  at  superport  facility  locations.  The  effectiveness  of  such  a  traffic 
control  system  is  estimated  to  reduce  by  50  percent  all  groundings  and 
collisions  which  cause  oil  spills  and  w-hich  could  occur  in  harbors  and  harbor 
entranceways.  This  figure  is  considered  more  qualitative  than  quantitative 
because  no  real  data  exists  on  a  martime  traffic  control  system.  Some  data 
do  exist  regarding  traffic  separation  routes,  which  are  strictly  advisory  and 
not  fully  comparable  to  positive  traffic  control  systems.  For  example,  the 
average  accident  rate  in  the  Straits  of  Dover  for  the  3  years  after  traffic 
routing  was  established  improved  by  21  percent  over  the  4  years  prior  to 
routing,  despite  an  increase  in  traffic  and  despite  the  fact  that  only  75 
percent  of  the  vessels  transiting  the  Straits  of  Dover  comply  with  the 
routes.*  Harbor  advisory  systems  such  as  the  one  in  Teesport,^  have  also 
shown  considerably  lower  accident  rates.  In  the  port  of  Rotterdam,  where 
more  ship  tonnage  is  handled  than  in  any  other  port  in  the  world,  there 
has  not  been  a  single  major  accident  since  a  harbor  control  system  was 
instituted  several  years  ago.  Thus,  the  50  percent  effectiveness  value  used 
here  for  traffic  control  systems,  though  unquantified,  is  considered  minimal. 

The  location  of  a  superport  can  greatly  affect  the  probability  of  casualties 
and  consequently  the  magnitude  of  oil  spills.  One  of  the  key  variables  is 
distance  from  shore.  As  distance  increases,  traffic  congestion  and  therefore 
casualties  from  collision  are  reduced.  Far  offshore  facilities  are  also  in 
deeper  water — reducing  the  probabilities  of  groundings.  The  effectiveness  in 
terms  of  reduced  vessel  casualties  is  not  readily  quantifiable.  However,  a 
detailed  casualty  analysis  by  the  Coast  Guard  indicated  that  approximately 
40%  of  the  polluting  incidents  occur  within  harbors  and  entranceways. 
Of  the  incidents  occurring  within  harbors  and  entranceways,  approximately 
80%  are  due  to  collisions  and  groundings.  Two  values  of  effectiveness  are 
used.  For  offshore  locations  between  5  and  15  miles  from  shore,  but  still 
exposed  to  shallow  water  and  to  coastal  traffic,  a  40%  reduction  of  collisions 
and  groundings  is  assumed.  If  the  site  is  far  offshore,  beyond  15  miles,  a 
90%  reduction  is  estimated. 

It  is  important  to  realize  the  limitations  of  the  results ;  especially  when 
one  considers  the  absence  of  quantitative  data  regarding  the  effectiveness 
of  double  bottom,  traffic  control  systems,  etc.,  and  perhaps  more  important 
the  sensitivity  of  the  results  to  the  assigned  values  of  effectiveness.  A 
sensitivity  analysis  was  conducted  by  varying  the  value  of  the  effectiveness 
of  the  three  parameters  by  10  percent.  The  effect  of  varying  this  value  by 
10  percent  can  change  the  quantity  of  oil  outflow  from  0.1  to  a  maximum 
of  10  percent.  This  same  10  percent  variation  will  alter  the  frequency  of 
occurrence  from  1  to  a  maximum  of  10  percent.  These  results  say  that  the 
oil  outflow  magnitude-frequency  specturm  will  vary  in  direct  proportion  with 
the  effectiveness  of  the  super-imposed  parameters. 


3  DM.  Bovet.  "Groundings :  A  Brief  Analysis,"  U.S.  Coast  Guard,  Office  of  Research 
and  Development,  December  1970. 

*  J.M.  Beattie,  "Safer,  Saner  Seaways,"  U.S.  Naval  Institution  proceedings,  December 
1970. 

s  "Improving  Safety  of  Navigation  in  the  Oil  Ports,"  Europe  and  Oil,  Ferranti  Ltd., 
May  1970. 
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TABLE  3.— CONVERSION  OF  SHIP  YEARS  TO  CALENDAR  YEARS  FOR  FIGURES  1-6  ' 


A 

Percent  of 

throughput 

transshipped 

B 
Incoming  tanker 
250,000  dwt  ship 

year/U.S. 

superport)  20 
calendar  years 

C 

Incoming  tankers 

50,000  dwt  ship 

year/(no  U.S. 

superport)  20 

calendar  years 

A 

Percent  of 

throughput 

transshipped 

B 

Incoming  tanker 

250,000  dwt  ship 

year/(U.S. 

superport)  20 

calendar  years 

C 

Incoming  tankers 
50,000  dwt  ship 

year/(no  U.S. 

superport)  20 
calendar  years 

0 

208 
273 
339 
404 
469 
534 
600 
665 
730 
795 
860 

1,043 

55 
60 
65 
70 
75 
80 
85 
90 
95 
100 

926 
991 
1,056 
1,121 
1,187 
1,252 
1,317 
1,382 
1,447 
1,513 

5 

10 

15 

20 

25 

30 

35 

40 

45 

50 

Any  value  in  column  B  is  the  number  of  ship  years  accumulated  in  twenty  calendar  years  as  a  function  of  250,000  DWT 
Incoming  supertankers,  the  amount  of  the  incoming  throughput  which  is  then  transshipped  in  40,000  DWT  tankers  (shown 
as  a  percent  of  the  total  throughput),  and  a  1,000,000  barrels  per  day  throughput. 

Column  C  is  the  number  of  shin  years  accumulated  in  20  calendar  years  as  a  function  of  50,000  DWT  Incoming  regular 
tankers,  assuming  a  1,000,000  BPD  throughput  and  no  further  transshipment. 

'  For  throughputs  other  than  1,000,000  barrels  per  day,  multiply  the  value  in  either  columns  B  or  C  by  the  ratio  of  actual 
throughput  to  1,000,000. 

Example  for  Using  Table  3  and  Figures  1  Through  6 

1.  Case  with  transshipment: 

a.  Given : 

Throughput— 1,900,000  BBl/day. 

Incoming  tanker— 250,000  DWT. 

65  percent  transshipped  in  40,000  DWT  tankers. 

Double  bottom  and  traffic  control. 

b.  From  Column  B,  Table  3 — 1,056  ship  years/20  calendar  years: 

Multiply  by  1.9  to  adjust  for  throughput — 2,006.4  ship  yr/20  cal  yr. 

c.  From  Figure  4  find  2006.4  yr  along  horizontal  axis  and  read  from  various 

outflow  ranges  as  follows : 
0.6  incidents  at  3,001—14,000  tons. 
1.7  incidents  at  501 — 3,000  tons. 
2.2  incidents  at  151 — 500  tons. 
15  incidents  at  less  than  150  tons. 

d.  Compute  total  outflow  by  multiplying  number  of  incidents  times  average 

spill  figures  in  box: 
0.6X8260  =  4956 
1.7X1240  =  2108 
2.2  X    374=   823 
15    s     69=1035 


8922  tons/20  cal  yrs. 
=  66,915  Bbls/20  cal  yrs. 

(7.5  Bbls/ton). 
=  3,345  Bbls/cal  yr. 
2.  Same  case  with  no  transshipment: 

a.  From  column  B,  Table  3—208  ship  yr/20  cal  yr. 

—208X1.9  =  395  ship  yr/20  cal  yr. 

b.  Incidents  at  various  outflow  ranges  from  Figure  4: 

0.12  incidents  at  3001—14,000  tons. 
0.34  incidents  at  501—3,000  tons. 
0.41  incidents  at  151 — 500  tons. 
3.0  incidents  at  less  than  150  tons. 

c.  Compute  total  outflow: 

0.12X8260  =  991 
0.34X1240  =  422 
0.41  X  374=153 
3       X      69  =  207 


1,773  tons/20  cal  yrs. 
=  13,297  Bbls/20  cal  yrs. 
=  665  Bbls/cal  yr. 
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ATTACHMENT  C.-STUDIES  OF  THE  EFFECTS  ON  THE  MARINE  ENVIRONMENT  OF  DEEP-WATER  PORT  DEVELOPMENT 
(Copies  of  the  reports  listed  below  may  be  obtained  by  wriiJng.the  National  Technical  Inforrnation  Service  (NTIS).  U.S. 
^     *^  ^  Department  of  Commerce,  Springfield,  Virginia  22151) 


NTIS 


Order  No. 


1  Environmental  Vulnerability  of  the  Delavirare  Bay  Area  to  Super- 

tanker Accommodation;  prepared  by  the  University  of  Delaware. 
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2  Possible" Effects  of'Constr'uctio'nVnd"6peraTion  of  a  Supertanker    PB-219  649 

Terminal  on  the  Marine  Environment  in  the  New  York  Bignt; 
prepared  by  the  State  University  of  New  York  at  Stonybrook. 

3  Preliminary  Assessment  of  the  Environmental  Impact  of  a  Super-    C0IVl-/3-iU5'w 

port  on  the  Southeastern  Coastal  Area  of  Louisiana.  Louisiana 
Superport  Studies;  prepared  by  Louisiana  State  University. 

4  A  Preliniinary  Assessment  of  the  Environmental  Vulnerability  of    C0M-73-10Sb4 

Machias  Bay,  Maine  to  Oil  Supertankers;  prepared  by  the 
Massachusetts  Institute  of  Technology.       ,       ,,.    .^         r-  »    dp  o-jn  riRi 

5  Environmental  Aspects  of  a  Supertanker  Port  on  the  Texas  Gulf    PB-220  U5i 

Coast;  prepared  by  Texas  A&M  University. 
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Figure     2 
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EFFECTIVE   DOUBLE   BOTTOM 
(75%   REDUCTIO:;   IN   GROUNDINGS) 


Mr.  Downing.  Judge  Train,  there  is  nothing  to  prevent  some 
entrepreneur  from  constructing  a  superport  right  now,  is  there, 
provided  he  did  so  beyond  the  territorial,  state-controlled,  waters? 

Mr.  Train.  In  theory,  I  suppose  no. 

In  practice,  I  would  think  there  is  considerable  reason  why  there 
are  numerous  constraints  on  such  a  freedom  of  activity. 

The  oil  would  have  to  be  transshipped  in  some  fashion  from  the 
offshore  terminal  to  the  shore,  either  by  pipeline  or  by  other  tanker 
or  barge.  And  they  would  come  under  various  Federal  regulatory 
systems  at  that  point. 

I  believe  that  the  Federal  Government  could,  by  using  a  wide 
variety  of  existing  authorities,  effectively  control  such  development. 

Mr.  Downing.  Do  we  have  any  effective  controls  over  the  oil 
wells  that  are  out  in  the  ocean  now  ? 

Mr.  Train.  Yes,  we  do. 
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Figure      3 
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We  have  a  very  extensive  Federal  regulatory  system  administered 
by  the  Department  of  Interior  through  the  U.S.  Geological  Survey 
and  the  Bureau  of  Land  JNIanagement  with  respect  to  all  oil  and 
gas  and  other  mineral  development  on  the  Outer  Continental  Shelf. 

Mr.  Downing.  This  legislation  does  not  provide  for  veto  by  the 
State. 

Do  you  think  it  should  provide  for  veto? 

INIr.  Train.  I  think  that  the  bill,  JNIr.  Chairman,  in  practical  effect 
would  assure  that  a  State  that  did  not  want  such  a  facility  would  not 
have  one  off  its  shore. 

There  is  no  legal  veto  prescribed  in  the  legislation,  I  suppose  for 
technical  legal  reasons  that  the  authority  of  the  State  does  not  ex- 
tend beyond  the  3-mile  limit,  and  to  provide,  technically,  a  formal 
veto  would  probably  create,  in  the  minds  of  many,  unfortunate 
legal  precedents. 
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Figure     4 
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As  I  pointed  out,  the  pipeline  connection  to  the  shore  would  nec- 
essarily pass  through  State  borders  or  submerged  lands  under  the 
control  of  the  State.  The  States  would  have  complete  authority 
under  their  constitutional  powers  to  completely  ban  or  otherwise 
control  the  conditions  under  which  such  oil  came  ashore. 

Practically  speaking,  again  I  say  if  a  State  does  not  want  such 
a  facility  off  its  shore  and  does  not  want  the  oil  from  such  a  facility 
coming  to  its  shores,  it  has  the  practical  authority  to  reach  that 
result. 

Beyond  that,  the  bill  does  require  that  in  the  granting  of  any 
license,  the  Secretary  of  the  Interior  must  consult  with  the  Gov- 
ernor of  the  State  to  insure  that  the  application  and  the  planned 
faciliy  is  in  accord  with  and  compatible  with  the  State  land  use 
program  so  that,  here  again,  I  believe  that  the  States,  assuming 
their  willingness  to  undertake  reasonable  initiatives,  are  in  a  very 
good  position  to  influence  these  decisions  extensively. 
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Figure     5 
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INIr.  Downing.  If  I  understand  yoii  correctly,  what  you  are  saying 
is  that  it  is  not  necessary  to  put  the  veto  in  because  the  State  has 
its  own  authority,  once  the  pipeline  gets  in  State  waters.  They 
can  block  it,  I  assume. 

Mr.  Train.  In  effect,  yes. 

]\Ir.  Downing.  There  is  quite  a  jurisdictional  dispute  here.  Judge 
Train,  as  to  who  should  administer  this  legislation. 

Some  people  say  the  Department  of  Commerce;  some  say  the 
Department  of  Interior.  And  you  have  suggested  that  the  Depart- 
ment of  Interior  is  the  proper  agency. 

Could  you  expound  on  that  a  little  more?  There  are  some  who 
believe  it  should  be  in  the  Department  of  Commerce. 

Mr.  Train.  I  suppose,  to  be  completely  fair,  we  could  say  that 
several  departments  beyond  the  two  that  you  have  mentioned 
can  make  some  claim  to  jurisdictional  interest  here — the  Depart- 
ment of  Transportation  &  EPA,  among  others.  But  I  think  you 
are  quite  right. 
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The  primary  jurisdiction  question  would  seem  to  be  as  between 
Commerce  and  Interior. 

As  I  point  out  in  my  statement,  the  licensing  of  these  facilities 
and  the  overseeing  of  their  operation  involves  a  broad  range  of 
important  concerns :  environmental,  economic,  energy,  and  land  use. 

It  seems  to  the  administration  that  the  Department  of  the  Inter- 
ior presently  represents  the  broadest  scope  of  these  authorities.  As 
we  know,  the  President  will  be  shortly  submitting  a  proposal  for 
a  Department  of  Energy  and  Natural  Resources  and  that  depart- 
ment is  where  this  authority  would  ultimately  be  located. 

As  you  know,  that  department  is  to  be  constructed  basically  upon 
the  existing  framework  of  the  Department  of  the  Interior. 

Mr.  Downing.  One  last  question. 

We  are  operating  under  the  5-minute  rule  due  to  the  fact  that  we 
have  many  witnesses,  and  the  chairman  will  also  obey  the  5-minute 
rule. 
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You  advocate  double  bottoms.  I  know  you  have  wide  knowledge, 
but  the  practicality  of  double  bottoms  does  not  lie  in  your  field  of 
expertise.  Is  that  not  true? 

^Ir.  Traix.  Certainly,  it  is  quite  true  that  I  have  no  personal 
expertise  on  the  practicality  of  double-bottoms. 

Mr.  Downing.  Really,  you  could  have  omitted  that  part  from 
your  statement. 

Mr.  Train.  No,  sir,  this  is  a  matter  of  interest  to  our  council. 

Mr.  Downing.  Do  you  know  what  double  bottoms  cost? 

Mr.  Train.  I  have  seen  figures  but  I  do  not  have  them  in  mind 
right  now.  They  would  be  a  substantial,  but  effective,  element  of 
the  cost  of  environmental  protection. 

ISIr.  Downing.  A  triple  bottom  would  be  even  better. 

Mr.  Train.  Well,  I  do  not  know  whether  that  would  be  necessary, 
]\Ir.  Chairman. 

Mr.  Downing.  This  committee  is  going  to  take  that  matter  in 
great  depth  and,  hopefully,  we  will  come  up  with  some  answers. 

Mr.  Train.  You  have  the  testimony  of  ^Ir.  Johnson,  the  Treas- 
ury representative,  and  I  think  that  he  has  some  estimates  of  the 
cost. 

My  recollection  from  our  own  discussions  is  that  double  bottoms 
could  add  something  to  the  effect  of  10  percent  to  transportation 
costs  for  oil  transported  in  ships  with  double  bottoms. 

How  much  that  would  add  to  the  cost  of  the  oil  or  to  the  refined 
product  ultimately,  I  cannot  say  precisely  but,  if  all  crude  oil  were 
carried  in  such  ships  it  would  amount  to  something  less  than  a 
penny  per  gallon  of  gasoline  at  the  pump.  Naturally,  since  the 
existing  tanker  fleet,  and  that  on  order  or  under  construction,  is 
so  large,  only  a  small  fraction  of  crude  oil  transported  to  the 
United  States  could  be  delivered  in  double  bottomed  ships  for  quite 
some  time.  Its  impact  on  overall  prices  would  probably  be  imper- 
ceptible to  the  consumer. 

Mr.  Downing.  Thank  you  very  much. 

Mr.  Dingell? 

Mr.  Dingell.  Thank  you,  Mr.  Chairman. 

Mr.  Train,  you  are  beset  here  with  problems  regarding  the  place- 
ment of  responsibility  over  these  matters.  One  of  your  problems  is 
the  fact  that  some  years  ago,  the  administration  sent  forward  a 
reorganization  plan  which  put  NOAA  in  the  Department  of  Com- 
merce instead  of  putting  it  in  the  Department  of  Interior. 

Now,  without  raking  those  ashes  unduly,  I  think  you  should  rec- 
ognize the  fact  that  NOAA  happens  to  be  in  the  Department  of 
Commerce,  and  is  one  of  the  reasons  we  have  the  conflicts  and  prob- 
lems here. 

It  has  been  indicated  in  the  press  periodically  that  the  President 
proposes  to  submit  to  the  Congress  either  legislation  or  a  reorgani- 
zation plan  at  an  early  time  to  set  up  a  Department  of  Natural 
Resources. 

Are  you  able  to  tell  this  committee  this  morning  what  is  in  the 
Pi-esident's  or  the  administration's  contemplation  with  regard  to 
the  creation  of  a  Department  of  Natural  Resources? 
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Mr.  Train.  I  think  I  sliould  leave  that  to  the  President,  Mr. 
Dmgell. 

iNlr.  DixGELL.  \Vliat  is  in  the  mind  of  the  administration  on  this 
point  ? 

Mr.  Train.  I  have  read  in  the  papers  specuhition  that  NOAA 
wonld  be  included  in  the  new  Department  of  Energy  and  Natural 
liesources. 

Mr.  DixGELL.  Is  it  contemplated  that  such  a  plan  will  be  sub- 
mitted to  the  Congress  at  an  early  time? 

Mr.  Trains  My  understanding  is  that  a  plan,  and  I  believe  a  leg- 
islative proposal  for  a  Department  of  Energy  and  Natural  Ke- 
sources  will  be  submitted  to  the  Congress  very  shortly. 

Mr.  DixGELL.  Is  it  going  to  be  by  a  reorganization  plan  or  by 
legislation  ? 

j\Ir.  Traix\  I  believe  by  legislation.  That  is  my  understanding. 

jNIr.  DixGELL.  That  is  a  much  more  acceptable  way  to  do  it. 

Mr.  Train,  what  expertise  does  the  Interior  Department  have  in 
the  field  of  navigation  and  marine  law? 

Mr.  Traix^.  Well,  as  to  navigation  directly,  I  would  suppose  no 
particular  expertise  as  a  result  of  any  statutory  functions. 

As  to  marine  law  generally,  the  Department,  of  course,  is  very 
much  involved  in  Outer  Continental  Shelf  matters. 

Mr.  DixGELL.  Yes,  but  now  navigation.  What  do  they  know  about 
lux vigation,  handling  of  vessels,  currents? 

AVhat  do  they  know  about  the  high  seas,  the  law  of  the  seas? 

What  do  they  know  about  vessel  construction?  What  do  they 
know  about  the  rules  of  the  road  in  navigation? 

Mr.  Train.  They  know  a  good  deal  about  the  law  of  the  sea,  but 
I  would  suppose  not  much  about  navigation  and  the  handling  of 
ships. 

JNlr.  DiNGELL.  Now,  these  superports  are  going  to  be  how  far  off- 
shore ? 

Mr.  Train.  The  sites  that  we  used  for  our  study  ranged  between 
IT  and  26  miles,  although  I  have  heard  proposals  for  locations  as 
far  out  as  30  miles  or  so. 

Mr.  DixGELL.  Well  outside  the  territorial  waters,  well  outside  the 
12  miles  contiguous  fishing  zone,  quite  far  offshore. 

I  am  curious  to  know  why  your  agency,  or  why  the  administra- 
tion has  chosen  not  to  build  upon  the  coastal  zone  management 
legislation  which  deals  with  the  entire  problems  of  the  coastal  zone 
and  the  shelf,  and  has  rather  placed  this  in  an  agency  which  largely 
has  onshore  responsibilities  under  the  i-eorganization  plan  that  was 
submitted  to  this  Congress  some  years  past  by  the  administration. 

jSlr.  Train.  All  of  these  facilities  that  we  are  talking  about  would 
be  on  the  Outer  Continental  Shelf,  obviously.  They  would  be  there 
almost  by  definition. 

The  Outer  Continental  Shelf  and  its  management,  insofar  as  the 
bottom  resources  are  concerned,  has  been  the  function  of  the  De- 
partment of  Interior  from  the  beginning.  That  would  be  the  basic 
rationale  for  giving  the  Department  of  Interior  this  authority. 

For  the  same  reason,  the  Department  regulates  all  leasing  and 
exploitation  of  oil  and  gas  resources  on  the  Outer  Continental  Shelf. 
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JNIr,  DiNGELL.  Would  you  address  yourself  now,  please,  ]Mr.  Train, 
to  the  question  of  why  the  administration  has  sought  no  funds  for 
the  administration  of  the  coastal  zone  management  legislation 
enacted  by  the  Congress  last  year? 

Mr.  Train.  This  is  related  very  closely  to  the  fact  tliat  the  ad- 
ministration has  pending  in  the  Congress  National  Land  Use  Policy 
Act  for  which  there  is  funding  in  the  budget.  These  two  authorities 
relate  closely  to  one  another,  as  you  know.  The  exact  way  in  which 
they  will  mesh,  assuming  enactment  of  a  National  Land  Use  Policy 
Act,  is  not  entirely  clear  as  yet,  because  that  latter  act  is  not  yet  in 
its  final  form  and  it  is  the  belief  of  the  administration  tliat  funding 
of  these  overall  land  planning  management  activities  should  be 
considered  and  handled  or  determined  as  a  whole. 

For  that  reason,  the  administration  has  not  proceeded  to  make 
available  budget  amounts  for  the  making  of  grants  under  the 
Coastal  Zone  INIanagement  Act. 

0MB  has  approved,  as  I  recall,  a  certain  amount  of  reprogram- 
ing  of  $200,000  or  $300,000  this  year  to  permit  the  planning  to  get 
underway  within  NO  A  A  for  this  responsibility. 

]Mr.  DiNGELL.  You  are  aware  that  this  committee  very  carefully 
drafted  the  coastal  zone  management  legislation  so  as  not  to  con- 
flict with  the  potential  enactment  of  the  National  Land  L^se  Policy 
Act. 

Can  you  cite  to  this  committee  a  conflict  that  exists  between  the 
administration's  legislative  proposal  and  the  coastal  zone  manage- 
ment legislation  which  is  now  on  the  books? 

]\Ir.  Traix.  Well,  I  have  only  just  briefly  scanned.  ]Mr.  Dingell, 
the  report  of  the  Senate  Interior  Committee  on  the  National  Land 
Use  Policy  legislation,  and  I  am  not  sure  that  I  can  identify  any 
conflicts  at  the  present  time. 

I  think  one  of  the  problems  is  that  it  appears  now.  as  if  we  are 
developing  at  the  State  level,  two  completely  distinct  land  manage- 
ment programs,  and  this  is  pointed  out  in  some  of  the  views  ex- 
pressed in  the  Senate  committee  i-eport.  And  I  think  this  is  one  of 
the  problems,  not  so  much  one  of  conflict  but  of  the  need  to  insure 
coordination  between  separate  programs  and  exactly  how  this  is 
going  to  come  out,  I  am  not  positive  at  this  time.  This  is  the 
problem. 

ISIr.  Dingell.  Would  you  be  so  kind  as  to  submit  to  us  any  dis- 
cernible conflicts  that  exist  between  the  coastal  zone  management 
legislation  and  the  administration's  draft  land  use  policy  legisla- 
tion? 

jNIr.  Train.  I  will  look  into  it. 

[The  following  was  supplied  for  the  printed  record:] 

There  are  no  discernible  conflicts  between  the  Coastal  Zone  Management  Act 
of  1972  and  tlie  administration's  National  Land  Use  Policy  Act  proposal.  The 
administration's  Land  Use  bill  does  include  portions  of  the  coastal  zone  as 
required  elements  of  a  State's  land  use  program.  This  is  as  it  should  be  in  order 
to  insure  that  the  States  develop  a  comprehensive  regulatory  system  for  both 
its  inland  and  coastal  areas,  rather  than  developing  conflicting  programs  and 
competing  new  agencies  at  the  State  level.  We  are  confident  that  NOAA  and  the 
Department  of  the  Interior  can  effectively  coordinate  these  two  programs  so 
as  to  discourage  such  conflicts  and  instead  encourage  a  unified  State  response. 

Mr.  Dingell.  JNIr.  Train,  thank  you. 


Mr.  Train,  as  a  friend  and  admirer  of  j'ours,  it  is  always  a  pleas- 
nre  to  liave  you  up  here  even  tliougli  we  sometimes  have  some  dif- 
ferences. 

INIr.  DowNixG.  JNIr.  du  Pont  ? 

Idv.  DU  PoxT,  Thank  you,  Mr.  Chairman. 

Mr.  Train,  I  would  first  like  to  conj^ratulate  you  on  a  very  fine 
statement,  and  I  would  like  to  refer  to  two  or  three  sections  of  it 
and  ask  you  some  relatively  specific  questions  that  relate  to  the  loca- 
tion or  siting  of  superports. 

First,  you  stated  that  you  did  not  believe  a  veto  power  was  nec- 
essary for  a  State  legislature  or  State  Governor;  it  did  not  need 
to  be  written  into  the  legislation  because  States  could  effectively 
prohibit  superport  locations  by  controlling  the  onshore  aspect  of  it. 

I  am  sure  3'ou  are  familiar  with  the  Delaware  coastal  zone  law. 

Would  it  be  your  opinion  that  that  law  is  the  kind  of  prohibition 
that  would  keep  a  superport  from  being  located  off  Delaware? 

]Mr.  Train.  I  am  probably  not  all  that  familiar  with  the  specifics 
of  the  Delaware  law,  Mr.  du  Pont. 

If  the  Delaware  law  is  such  that  a  utility  or  petrochemical  com- 
plex could  not  be  located  on  the  coast  of  Delaware,  I  would  sup- 
pose that  would  strongly  influence  the  decision  of  an  oil  company, 
or  group  of  oil  companies,  toward  not  locating  a  supertanker  fa- 
cility off  Delaware. 

Mr.  DU  Pont.  Our  legislation  specifically  prohibits  the  building 
of  superports,  the  building  of  oil  refineries  in  Delaware's  coastal 
zone,  and  I  would  hope  that  that  would  prohibit  the  building  of  a 
superport  off  our  coast. 

But,  in  any  case,  you  would  have  no  objection  from  your  point  of 
view  to  having  language  in  the  legislation  that  would  give  the 
State  legislature  wliat  amounts  to  a  veto,  riglit? 

INIr.  Train.  No,  I  did  not  say  that,  ISIr.  du  Pont. 

I  pointed  out  that  while  I  am  not  an  expert  in  this  area  of  inter- 
national law  or  national  law,  that  there  could  well  be  precedental 
problems  involved  in  giving  the  State  a  legal  veto  authority  over 
an  activity  of  the  Federal  Government  beyond  the  3  miles  within 
which  the  States  would  normally  have  jurisdiction. 

Here  we  would  be  talking  about  giving  the  State  authority  to 
veto  an  activity  of  the  Federal  Government  on  the  high  seas  and  I 
think  that  the  law  of  the  sea  lawyers  would  be  greatly  disturbed  by 
that. 

From  a  practical  standpoint,  I  do  not  know  it  would  make  much 
difference. 

Mr.  DU  Pont.  All  right. 

Now,  moving  on  in  your  statement,  my  impression  in  reading  it 
and  listening  to  you  present  it  is  that  you  feel  very  strongly  that 
the  location  of  superports  should  be  well  offshore  and  not  in  the 
coastal  or  estuaiine  waters  where  the  possible  potential  of  spills 
could  be  very  damaging. 

Mr.  Train.  Absolutely.  And  I  would  say  that  the  further  off- 
shore, the  better,  within  limits. 

]\Ir.  DU  Pont.  Of  course. 

You  would  then  view  the  proposals  of  the  Commerce  Department 
and  the  Corps  of  Engineers  to  locate  these  facilities  right  within 
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the  Delaware  Bay  as  considerably  inferioi  to  other  proj^osals  to 
put  tliem  offshore? 

Mr.  ii.AiN.  Yes,  sir. 

Mr.  i)U  Pont.  Now,  Mr.  Train,  you  also  commented  on  the  land 
side  effect  of  petrochemical  complexes  changing  the  character  of 
the  existing  countryside. 

On  pages  Id  and  14  of  your  statement,  you  talk  about  creation 
of  new  petroleum-related  industries  that  would  induce  associated 
commercial  and  economic  activities,  and  the  fact  they  would  put  a 
load  on  sewage  treatment,  transportation,  schools,  electric  power, 
and  recreational  facilities. 

To  quote  you,  on  page  14  you  said : 

Depending  upon  the  nature  of  a  given  area,  induced  effects  cmild  cause 
it  to  cliange  from  undeveloped  to  industrialized,  or  from  developed  to  highly 
industrialized. 

I  take  it  from  that  that  you  envisage  a  major  shoreside  develop- 
ment that  would  result  from  the  building  of  a  superport  anywhere 
off  the  coast? 

Mr.  Train.  That  is  my  understanding  of  the  economics  of  the 
industry,  that  this  would  be  the  same  result. 

Mr.  DU  Pont.  Now,  JNIr.  Horton  testified  before  us  a  couple  of 
days  ago  in  setting  the  costs  of  an  offshore  superport  at  about  $300 
miWion. 

He  estimated  also  that  the  land-side  development  that  would  go 
with  that  could  very  probably  exceed  $300  million.  And  I  am  won- 
dering if  you  have  any  feeling  for  the  balance  between  the  two, 
assuming,  for  the  moment,  that  Mr.  Horton  is  right,  that  an  off- 
shore facility  would  cost  $300  million,  would  you  see  that  kind  of 
development  in  that  order  of  magnitude  occurring  onshore? 

Mr.  Train.  I  think  it  would  be  highly  likely.  I  think  when  one 
talks  in  terms  of  a  petrochemical  complex,  that  you  are  probably 
talking  of  facilities  requiring  capital  investment  of  about  that 
kind  of  magnitude. 

The  figures  you  give  for  the  cost  of  the  offshore  facility  seems 
rather  high,  particularly  for  a  single  point  mooring. 

Mr.  DU  Pont.  Oh,  it  would  be ;  that  was  Mr.  Horton's  figure.  But 
I  was  not  trying  to  argue  that. 

]\Ir.  Train,  I  appreciate  your  very  fine  testimony,  and  I  hope  you 
appreciate,  as  I  do,  that  the  sentence  I  quoted  you  on  page  14  of 
your  testimony  about  turning  undeveloped  areas  into  industrial 
ones  just  fits  to  a  tee  Sussex  County,  Del.  And  I  know  you  enjoy 
that  part  of  the  world,  and  I  appreciate  your  heljiing  us  keeping 
the  superport  out  of  there. 

Thank  you,  Mr.  Chairman. 

Mr.  Downing.  Mr.  Metcalfe? 

Mr.  Metcalfe.  No  questions. 

INIr.  Downing.  Mr.  Young? 

INIr.  Don  Young.  Mr.  Train,  I  doubly  appreciate  your  testimony. 

I  have  asked  the  Coast  Guard  and  other  people  on  different  oc- 
casions about  their  need  for  navigational  equipment  to  avoid  col- 
lision. 

You  state  the  use  of  larger  tankers  would  have  less  pollution 
than  smaller  tankers,  but  some  pollution. 
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I  still  think  that  the  navifrfition  aspect  that  was  brought  up  that 
we  should  continue  to  search  for  that.  We  fly  airplanes  by  the 
thousands,  one  every  20  seconds  that  leaves  the  airport.  INlidair 
collisions  are  very  rare. 

You  speak  about  30  collisions.  These  can  be  avoided.  We  should 
look  at  this  navigational  aspect.  It  can  be  done.  We  have  the  tech- 
nology, 

Mr.  Train.  Mv.  Young,  you  are  entirely  correct,  and  it  is  cer- 
tainly contemplated  that  this  kind  of  navigational  control  effort 
be  made,  not  only  in  terms  of  domestic  controls  through  the  Coast 
Guard  but  in  terms  of  international  controls.  And  there  is  a  pi'ovi- 
sion — I  think  it  is  maybe  the  last  provision  in  the  administration's 
bill,  which  directs  the  Secretary  of  State  to  pursue  international 
agreement  with  respect  to  the  navigational  aspects  of  such  deep- 
water  ports. 

What  would  be  envisioned  here,  I  suppose,  would  be  special  sea 
lanes,  uniform  communication  and  radar  technology,  and  things  of 
this  sort  to  bring  the  danger  of  collision  to  the  lowest  possible 
point. 

Mr.  Don  Youxo.  The  collision  in  the  New  York  Harbor,  for 
instance,  regardless  of  whether  it  was  a  steering  failure  or  what- 
ever, should  never  have  happened. 

With  proper  navigational  aids  ashore  and  aboard  ships,  that 
should  never  have  happened. 

I  just  think  the  idea  of  the  premise  that  we  are  going  to  have 
collisions  in  the  future  is  correct,  but  they  can  be  avoided. 

I  thank  you  for  your  testimony. 

Mr.  Thatn.  There  are  some  extraordinarily  clean  records  as  far 
as  collisions  are  concerned  in  given  ports  around  the  world.  And  I 
was  reading  just  recently  with  respect  to  the  Port  of  Rotterdam, 
which  I  think  has  the  largest  amount  of  maritime  traffic  of  any  port 
in  the  world,  and  there  has  not  been  a  major  collision  in  Rotterdam 
Harbor  for  several  years. 

So,  it  can  be  done. 

]Mr.  Don  Young.  And  this  is  done  by  navigational  equipment, 
modern  equipment. 

No  further  questions. 

Mr.  Downing.  Mr.  Breaux? 

Mr.  Breaux.  Thank  you,  Mr.  Chairman. 

Mr.  Train,  I  apologize  for  coming  in  late.  I  have  not  had  an 
opportunity  to  read  all  of  your  statement,  only  glance  through  it. 

As  3'ou  know,  I  represent  the  soutliAvest  area  of  Louisiana.  Un- 
like some  sections  of  the  Nation,  we  would  very  much  welcome  the 
location  of  a  deepwater  port  that  is  constructed  properly  with  the 
proper  safeguards  taken  to  insure  that  we  have  no  problems  with 
the  environment  and  ecology  and,  at  the  same  time,  meet  the  energy 
demands  of  our  Nation. 

A  representative  of  the  Department  of  Interior  was  before  the 
committee  recently  and  said  the  Interior  Department  would  be  the 
proper  agency  to  regulate  construction  of  deepwater  ports. 

Do  you  feel  that  the  Interior  Department  is  the  proper  agency 
to  handle  the  supervision  and  permits  for  deepwater  ports,  and, 
if  so,  why? 


160 

INfr.  Traix.  Yes,  sir,  I  do. 

It  is  the  administration's  opinion  that  the  Department  of  Interior 
is  the  proper  place  to  put  jurisdiction  over  this  licensing  authority. 
And  let  me  add  in  respect  to  that,  that  the  administration's  bill 
does  require  the  Secretary  of  the  Interior  to  consult  with  all  of  the 
other  agencies  that  have  an  obvious  interest  in  the  subject,  in  the 
process  of  acting  upon  a  license  application. 

The  administration's  reason  for  recommending  Interior  are  sev- 
eralfold,  as  I  have  pointed  out  earlier. 

First,  the  issues  involved  in  the  siting  and  the  operation  of  deep- 
water  ports  for  supertankers  involve  problems  of  environmental 
protection,  economics,  energy  supply  and  land  use  control,  in  terms 
of  the  shoreside  impacts.  "VVliile  recognizing  that  there  is  probably 
no  one  place  that  has  all  of  these  to  the  exclusion  of  any  other 
agency,  it  does  seem  to  the  administration  that  the  Department  of 
the  Interior,  as  is  presently  constituted,  represents  the  broadest  scope 
of  the  responsibilities  that  I  have  outlined. 

Now,  beyond  that,  as  I  was  mentioning  in  answer  to  a  question 
from  Mr.  Dingell,  the  President  will  shortly  be  transmitting  a  legis- 
lative proposal  to  the  Congress  for  a  new  Department  of  Energy 
and  Natural  Resources.  It  is  my  understanding  that  the  functions 
of  NOAA  would  be  included  in  the  new  Department  as  would 
certain  of  the  navigational  functions  and  the  permit  authority  of 
the  Corps  of  Engineers.  Thus  the  new  Department  of  Energy  and 
Natural  Resources  would  very  clearly  embrace  the  widest  range  of 
the  authorities  and  functions  involved  in  this  subject. 

Mr.  Breaux.  You  mentioned  in  your  answer,  Mr.  Train,  the  re- 
quirement of  consultation  with  other  agencies  and  other  depart- 
ments. 

I  think  the  bill  also  calls  for  a  consultation  with  the  Governors 
of  the  various  States  adjacent  to  the  proposed  location  for  deep- 
water  ports. 

Suppose  the  Secretary  finds  and  makes  a  recommendation  that  a 
port  should  be  located  off  the  shores  of  State  X,  and  then  we  find 
that  the  Governor  of  State  X  says  we  do  not  want  the  port  located 
there. 

What  action  should  the  Secretary  take  under  those  circumstances? 

Do  you  consider  this  a  right  of  veto  by  the  State  as  the  bill  is 
presently  drafted,  or  do  you  envision  something  else  being  needed? 

Mr.  Train.  It  is  not  a  legal  right  of  veto,  and  as  I  was  pointing 
out  to  Mr.  du  Pont,  it  raises,  as  I  understand  it,  a  series  of  ques- 
tions in  the  minds  of  the  law  of  the  sea  lawyers  to  give  a  State  legal 
right  to  veto  a  Federal  action  on  the  high  seas  outside  the  3-mile 
limit. 

However,  in  practical  effect,  if  a  Governor  were  clearly  opposed 
to  such  a  location,  and  if  it  were  clear  that  he  was  speaking  for  the 
State^  I  cannot  conceive  that  a  license  would  be  granted. 

I  have  also  pointed  out  that  the  States  through  their  control  oyer 
the  pipelines  that  would  be  coming  through  the  3-mile  territorial 
water-,  and  the  shoreside  facility  connections  and  so  forth,  have,  in 
practical  effect,  a  veto  authority. 

INIr.  Breaux.  One  final  question,  Mr.  Chairman. 
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I  notice,  Mr,  Train,  that  you  pointed  out  in  the  last  paragraph  on 
that  page  12  of  your  statement  one  of  the  major  environmental  dis- 
advantages of  a  single  moor  facility  would  be  the  problem  of  con- 
taining spills  during  an  unloading  operation,  and  you  point  out 
that  apparently  little  can  be  done  to  contain  spills  during  unloading 
operations. 

My  question  is,  and  not  being  facetious,  cannot  we  just  turn  the 
pump  off  if  it  causes  spilling? 

Mr.  Traix.  It  certainly  can  be  done.  I  think  one  of  the  risks  in- 
volved is  the  breaking  of  the  hose  when  the  ship  is  moored  to  the 
buoy. 

One  of  the  more  advanced  technologies  which  our  Council  be- 
lieves should  be  examined  and  further  developed  is  to  move  the 
tanker  manifold  from  its  traditional  midships  location  to  a  bow 
location.  If  the  hoses  connected  to  the  bow,  the  ship  could  more 
easily  avoid  swinging  across  the  hoses  which  sometimes  occurs  at 
the  present  time. 

It  is  also  our  view  that  strict  standards  should  be  developed  to 
require  that  pumping  be  stopped  at  times  when  sea  levels  or  wind 
velocities  reach  certain  heights. 

Now,  we  are  talking  about  very  large  volumes  of  oil  being  pumped 
per  minute.  I  understand  that  a  pumping  rate  of  up  to  100,000 
barrels  an  hour  is  possible,  so  that,  even  with  a  rapid  cutoff,  you  do 
run  the  danger  of  a  certain  amount  of  oil  reaching  the  sea. 

JNIr.  Breaux.  Thank  you,  ]Mr.  Chairman. 

I  realize  my  time  is  up.  It  is  an  area  that  we  could  talk  about  a 
great  deal. 

Thank  you  again,  I\Ir.  Train. 

]Mr.  DowNixG.  Mr.  Snyder? 

]Mr.  SxTDER.  Thank  you,  Mr.  Chairman. 

If  Louisiana  should  change  their  mind,  it  is  quite  possible  that  if 
they  veto  a  deepwater  port,  all  of  the  States  could  veto  it. 

]Mr.  Traix.  That  would  be  a  possibility. 

Mr.  SxTDER.  I  would  be  interested,  too,  in  the  same  vein,  if  some 
of  your  legal  eagles  could  give  us  some  advice,  assuming  that  item 
18  of  the  Law  of  the  Sea  Conference  develops  something  in  the  way 
of  international  agreement  on  deepwater  ports,  if,  in  fact.  States 
have  the  right  to  veto  a  deepwater  port  off  their  shore  beyond  the 
3-mile  limit,  if  this  might  not,  in  effect,  put  a  State  in  position 
directly  or  indirectly  being  involved  in  negotiation  with  foreign 
governments  in  violation  of  the  Constitution  of  the  United  States. 

]\Ir.  Train.  I  think  this  is  a  very  real  concern. 

As  I  said  earlier,  I  felt  that  probably  the  basic  reason  for  not 
giving  a  State  a  veto  authority  was  the  law-of-the-sea  concern,  and 
that  they  would  be  injecting  the  State  into  what  is  otherwise  either 
the  jurisdiction  of  the  Federal  Government  or  of  international 
bodies.  And  I  think  this  could  create  very  serious  problems. 

But,  in  practical  effect,  as  I  have  said,  it  seems  to  me  that  a 
State  could  bar  such  a  development  if  it  wished. 

]Mr.  Snyder.  In  regard  to  Mr.  Breaux's  question,  when  he  asked 
you  for  some  basis  for  your  belief  of  the  administration's  position 
that  Interior  should  have  this  matter,  you  read  a  list  of  half  a 
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dozen  different  matters  and  indicated  that  Interior  was  more  closely 
related  to  those  matters  than  perhaps  any  of  the  other  agencies  that 
might  be  involved  as  a  basis  for  your  conclusion, 

I  would  like  to  read  to  you  a  list  of  things  that  I  think  would  be 
impacted,  some  of  which  involve  Interior,  some  do  not,  and  maybe 
enlarge  on  your  list  a  little  bit,  and  see  if  you  still  reach  the  same 
conclusion. 

First,  by  way  of  international  conventions,  the  Conference  of  the 
Territorial  Sea  and  contiguous  zone.  We  have  a  Convention  on  the 
Continental  Shelf,  Convention  of  the  High  Seas,  Convention  on 
Fishing  and  Conservation  of  Living  Resources  of  the  High  Seas. 
We  have  the  International  Convention  for  the  Safety  of  Life  at 
Sea. 

We  have  the  International  Regulation  for  Preventing  Collisions 
at  Sea.  We  have  a  Convention  on  Facilitation  of  International 
]\Iaritime  Traffic.  We  have  the  International  Convention  for  the 
Prevention  of  Pollution  of  the  Sea  by  Oil  and,  of  course,  we  have 
the  pending  U.N.  Conference  on  the  Law  of  the  Sea. 

In  addition  to  these,  we  have  Federal  laws  that  would  be  involved, 
the  Outer  Continental  Shelf  Act,  anchoring  ground  for  vessels, 
safety  of  life  at  sea.  Rivers  and  Harbors  Act  of  1899,  Ports  and 
Waterways  Act  of  1972,  Federal  Water  Pollution  Control  Act,  the 
act  to  establish  loadlines  for  vessel.  Federal  Boats  Safety  Act  of 
1971,  Vessels  Bridge  to  Bridge  Radio  Telephone  Act  of  1971,  JMari- 
time  Protection  Research  Sanctuaries  Act  of  1972,  18  U.S.  Code 
831  that  deals  with  pipeline  safety,  the  JNIerchant  ISIarine  Act  of 
1936  and  1970,  National  Environmental  Policy  Act  of  1969,  Coastal 
Zone  JManagement  Act  of  1972,  and  the  General  Customs  and  Navi- 
gation Laws  of  the  United  States,  many  laws  pertaining  to  ad- 
miralty, Federal  Tort  Claims  Act,  and  I  am  sure  I  have  not  got 
them  all. 

Now,  would  you  say,  in  your  opinion.  Interior  is  involved  with 
more  of  those  than  any  other  particular  department  of  the  Federal 
Government  ? 

Mr.  Traix.  I  would  sa}-  it  either  is  or  will  be  in  its  new  configura- 
tion in  the  Department  of  Energy  and  Natural  Resources. 

The  listing  I  gave  earlier,  I  neglected  the  Outer  Continental 
Shelf,  and  I  think  this  is  a  very  important  element,  and  I  appre- 
ciate your  reminding  me  of  that. 

The  Department  does  at  present  have  jurisdiction  over  manage- 
ment of  the  Outer  Continental  Shelf  insofar  as  the  seabed  resources 
are  concerned. 

]\Ir.  Snyder.  Two  or  three  of  that  list.  Interior  has  involvement 
with.  I  think  if  you  look  at  it  Interior  has  fewer  connections  with 
those  that  I  attempted  to  enumerate  than  some  other  departments 
of  Government. 

I  would  hope  that  you  and  those  involved  with  this  in  the  ad- 
ministration would  look  over  that  list  and  perhaps  even  try  to 
enlarge  it  and  see  if  you  still  reach  that  conclusion. 

Thank  you  very  much. 

Mr.  DiNGELL.  We  commend  the  gentleman  from  Kentucky.  He 
has  come  up  with  again  the  precise  point  that  troubles  me,  and 
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that  is  after  some  years  of  promising:,  we  still  have  no  major  effort 
bv  the  administration  to  set  up  a  Department  of  Natural  Resources. 

We  haA^e  an  occasional  message,  but  I  can  discern  no  visible  effort 
by  the  administration  to  get  a  Department  of  Natural  Resources 
set  up. 

Mr.  Train.  One  was  submitted  to  the  Congress  the  last  session. 

Mr.  DiNGELL.  But  there  was  no  pushing. 

I  introduced  legislation.  You  folks  sent  us  a  message  and  went 
promptly  to  sleep. 

Mr.  DowxixG.  JNIr.  Steele? 

INIr.  Steele.  Thank  you,  Mr,  Chairman. 

]Mr.  Train,  I  want  to  refer  to  part  of  your  testimony  you  have 
just  gone  over  with  another  member. 

You  point  out  that  little  can  be  done  to  contain  spills  during 
unloading  operations  at  the  single  point  mooring  type  of  facilities. 
And  you  go  on  to  say  that  further  development  and  experience  with 
the  single  point  mooring  technology  will  be  necessary  to  alleviate 
these  problems  before  these  facilities  come  into  general  use  in  the 
United  States. 

^Y\lnt  is  your  understanding  as  to  the  timetable  for  the  first  such, 
or  the  first  two  such  major  deepwater  ports? 

AVhat  are  we  talking  about  in  terms  of  time  exactly  and  will  that 
time  schedule  permit  the  development  of  such  new  technology,  and 
should  we  proceed  without  the  development  of  such  new  technology  ? 

]Mr.  Traix.  I  cannot  give  you  an  exact  answer  to  the  timetable. 

As  you  know,  there  are  applications  already  pending.  We  know 
the  proposal  off  the  coast  of  Louisiana. 

I  would  say  that  once  legislation  were  passed  that  applications 
would  be  enacted  upon  perhaps  as  early  as  a  year,  although  I  am 
not  positive  because  there  is  a  very  extensive  consultative  process 
set  up  in  the  administration's  bill  and  other  procedures  that  have 
to  be  complied  with. 

AVe  are  talking  of  potentially  a  fairly  short  range  of  time,  Mr. 
Steele. 

I  am  not  suggesting,  Congressman  Steele,  that  we  hold  up  acting 
on  such  applications  until  after  all  these  technologies  are  devel- 
oped in  the  future. 

What  I  am  trying  to  say  here,  however,  is  that  I  believe  we  should 
set  high  standards  that  will  keep  the  heat  on  industry  to  develop 
new  and  improved  technologies  to  further  minimize  the  risks  of 
spills  from  these  offshore  facilities. 

I  mentioned  earlier  one  possibility,  and  that  would  be  the  shift 
from  the  more  conventional  midship's  connection  to  the  tanker  a 
bow  connection  which  would  minimize  the  danger  of  breaking  up 
the  line.  These  kind  of  protective  devices  can  be  developed  without 
any  particular  length  of  time  involved. 

It  is  just  simply  a  matter  of  requiring  certain  safeguards,  as  has 
been  done  with  pipelines  and  with  other  facilities. 

These  are  the  kinds  of  things  we  would  have  in  mind,  and  I  am 
probably,  more  than  anything  else,  trying  to  signal  here  the  very 
strong  interest  of  the  Council  on  Environmental  Quality  in  seeing 
to  it  that  the  maximum  practical  efforts  are  made  to  protect  the 
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environment  throno-li  the  regulations  of  the  Secretary  of  the  In- 
terior and  through  the  action  on  individual  applications. 

]Mr.  Steele.  Well,  without  advances  in  single  point  mooring  tech- 
nologies as  they  exist  today,  the  operation  of  deep  water  ports,  ac- 
cording to  your  testimony,  guarantees — you  do  not  use  the  word 
"guarantee,"  but  I  have  to  infer  that  from  your  testimony — that 
there  will  be  oil  spills  and  that  these  will  be  extremely  difficult  to 
contain. 

In  other  words,  my  question  is,  should  we  move  forward  until 
those  new  technologies  are  developed? 

Mr.  Traix.  I  think  you  may  have  misinterpreted  what  I  said  in 
my  statement,  and  I  can  see  why  it  would  be  open  to  misunder- 
standing. 

I  am  not  saying  that  the  spills  will  necessarily  occur. 

"\Miat  I  am  saying  is  that  if  they  do  occur,  then  it  is  going  to  be 
difficult  to  contain  them  when  the  ship  is  connected  to  a  single  point 
mooring  because  of  the  difficulty  in  putting  an  apron  around  it. 

I  am  not  saying  that  there  needlessly  will  be  a  large  amount  of 
spills. 

Mr.  Steele.  But  there  are  bound  to  be  spills.  You  know  that  and 
I  know  that. 

Mr.  Train.  Yes,  of  course,  there  will  be  spills. 

Mr.  Steele.  You  state  little  can  be  clone,  and  I  just  wonder,  given 
your  priorities  of  protecting  the  environment,  how,  if  that  is,  in 
fact,  the  case,  you  could  recommend  that  we  move  forward  until 
that  particular  problem  is  solved  unless,  indeed,  in  your  opinion,  it 
is  not  a  serious  problem,  which  is  a  little  difficult  for  me  to  accept. 

Mr.  Train.  All  of  these  things  are  very  serious  problems.  But  the 
overall-risks  appear  to  be  much  less  with  SP^I's  located  far  offshore. 

I  hope  I  have  not  left  the  impression  with  the  committee  that  I 
believe  there  will  be  more  oil  spilled  by  reason  of  the  single  point 
mooring  offshore  deepwater  port  facility  than  would  otherwise  be 
spilled  if  oil  is  brought  into  inshore  locations.  Absolutely  not. 

Our  entire  statistical  analysis  indicates  that,  even  with  current 
technolog}',  there  is  likely  to  be  less  oil  spilt  at  offshore  locations. 
And  if  these  locations  are  properly  sited,  far  enough  out  with  due 
account  given  to  the  location,  the  direction  of  wind  and  ocean  cur- 
rents and  other  factors  of  this  sort,  oil  that  might  be  spilt  could 
be  less  damaging  and  the  use  of  these  facilities  could  be  environ- 
mentally preferable. 

Mr.  Steele.  Thank  you. 

Thank  you,  ]\Ir.  Chairman. 

Mr.  Downing.  INIr.  McCloskey? 

Mr.  JNIcCloskey.  Thank  you,  Mr.  Chairman. 

Mr.  Train,  I  would  like  to  outline  an  area  of  inquiry  and  ask  you 
to  comment  on  it. 

This  bill  presupposes  that  industry,  or  a  consortium  of  industry, 
will  come  before  an  agency  set  up  by  this  bill  and  make  application 
for  a  permit  to  build  one  of  these  facilities,  and  then  a  State  may 
or  may  not  have  the  right  of  veto.  And  there  will  be  a  lengthy  per- 
mit application  procedure  in  which  environmental,  transportation, 
energy,  land  use  issues  will  all  be  involved. 


165 

"We  have  been  movino^  toward  a  national  energy  policy,  national 
land  use  policy,  national  transportation  policy,  national  environ- 
mental policy,  and  with  the  tremendous  bulk  of  oil  that  is  going  to 
come  in,  I  look  at  one  of  these  tankers,  a  530,000  deadweight  tonner 
that  will  bring  in  4  million  barrels  of  oil,  which  is  one-quarter  of  a 
day's  consumption  in  the  United  States,  and  it  would  seem  to  me 
if  there  were  any  need  for  a  national  policy,  it  would  l^e  a  national 
policy  as  to  the  location  of  the  superports;  that  we  might  put  one 
on  the  Gulf  Coast,  one  on  the  West  Coast,  one  on  the  East  Coast, 
for  example. 

Yet,  we  are  under  the  illusion  here  that  any  State  can  prohibit 
it  by  veto.  We  have  seen  in  the  last  year  or  so  cases  where  States 
overrode  the  decisions  of  their  own  government,  the  State  of  Colo- 
rado in  bringing  the  Olympics  in;  the  State  of  California  on  the 
coastal  zone  management  bill ;  the  State  of  Delaware  has  adopted  a 
viewpoint. 

In  view  of  our  Alaskan  pipeline  experience,  where  a  consortium 
of  industry  went  to  the  government,  and  I  am  glad  to  see  our  ex- 
colleague  from  Alaska  here,  who  is  only  too  familiar  with  this  prob- 
lem, is  it  not  a  little  unfair  to  ask  the  industry  to  put  up  hundreds 
of  billions  of  dollars  as  they  did  in  Alaska  and  then  go  through  a 
period  of  uncertainty  as  to  whether  they  can  build  a  port  in  a  given 
area  or  not? 

Just  take  ocean  currents  where  environmental  considerations  may 
dictate  that  only  one  State  on  the  East  Coast  or  West  Coast  can  be 
constructed  offshore  without  the  danger  of  ocean  cm^rents  bringing 
in  an  oil  spill  on  some  recreational  beach  such  as  in  British  Colum- 
bia, which  there  is  concern  with  the  Alaskan  pipeline. 

I  am  wondering  if  this  is  the  best  method  to  set  up  a  procedure 
of  this  kind,  and  then  ask  industry  to  bear  the  brunt  of  all  the 
monetary  investment  in  a  given  place  which  then  the  governmental 
decision  may  say  no,  we  think  it  ought  to  be  in  another  place  be- 
cause one  or  more  of  these  national  policy  considerations. 

Should  we  not  recognize  that  this  is  a  national  decision,  that  the 
Federal  Government  should  make  the  decision  as  to  where  one  of 
these  superports  should  be  located  instead  of  going  through  the 
Mickey  Mouse  problems  of  States  being  left  with  the  right  of  veto, 
industry  being  faced  with  the  cost  of  the  investment  leading  to  the 
ultimate  decision? 

I  am  not  sure  the  Congress  itself  is  not  the  ultimate  decision- 
maker as  to  a  port  of  this  kind. 

I  am  wondering  if  we  are  not  going  through  a  State  rights  and 
illusion  of  private  enterprise  when  we  try  to  set  up  a  mechanism 
of  this  kind. 

Would  you  care  to  comment? 

]Mr.  Train.  Those  are  legitimate  points  you  have  raised,  but  I  do 
not  think  this  is  an  illusory  process  at  all.  I  think  it  is  important 
to  accommodate  insofar  as  it  is  practicable  to  do  so,  for  the  interests 
and  the  interests  of  the  private  sector.. 

j\Ir.  ]\IcClosket.  AVould  you  yield  there  for  a  minute? 

Compare  that  with  the  Alaskan  situation.  This  is  precisely  what 
we  asked  the  consortium  of  the  oil  industry  on  the  North  Slope  to 
do. 
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Thov  liave  done  it.  and  they  have  gone  tliroiigli  an  expenditure  of 
$400  billion. 

Now,  it  is  the  situation  in  Congress,  either  approving  the  pipeline 
or  disapproving  it,  or  asking  for  a  new  study  as  to  whether  the 
TransCanadian  i-oute  can  be  considered. 

If  there  is  any  study,  we  have  not  see  it. 

Industry  was  apparently  led  by  Government  to  believe  they 
could  complete  the  Alaskan  pipeline.  "We  are  faced  with  a  crucial 
decision. 

Are  we  not  facing  the  same  procedure  here? 

INIi'.  Train.  Let  me  say  I  do  not  think  industry  ever  had  any 
assurances  Avith  respect  to  the  Alaskan  pipeline  whatsoever  from 
Government  in  advance. 

jMr.  jNIcCloskey.  You  think  they  would  do  it  again  without  such 
assurances? 

Their  testimony  here  is  that  industry  will  not  make  an  applica- 
tion, will  not  invest  the  money.  This  is  going  to  take  a  geological 
study,  ocean  studies. 

Do  you  think  industry  is  about  to  invest  the  money  to  determine 
where  the  best  location  would  be  without  some  prior  assurance  that 
there  will  not  be  another  Alaskan  problem? 

Mr.  Train.  I  do  not  think  you  are  talking  in  terms  of  investment 
in  locating  an  offshore  site  anywhere  near  the  magnitude  involved 
in  purchasing  the  Alaskan  pipeline. 

In  Japan,  it  is  true  that  hundreds  of  millions  of  dollars  were 
invested  in  that  pipeline,  which  is  a  line  still  unused  in  Alaska,  but 
I  do  not  see  anything  of  that  sort  involved  here  at  all. 

I  do  not  think  the  process  being  used  here  is  unreasonable  at  all. 

There  are  important  market  and  economic  determinations  to  be 
made  and  and  weighed,  and  it  is  our  belief  that  to  a  great  extent 
this  can  most  profitably  come  from  those  who  have  the  direct  stake 
in  this.  And  that  is  from  tlie  private  sector. 

Mr.  McCloskey.  Thank  you,  INlr.  Chairman. 

Mr.  Downing.  Counsel  has  a  question. 

Ml'.  Hi'.YWARi).  I  will  be  as  brief  as  I  can,  Judge  Train,  because 
of  the  time. 

It  is  my  understanding  that  the  number  of  offshore  ports  needed 
to  hniulle  the  increased  oil  quantity  is  very  limited.  Would  you  not 
agree  ? 

Mi.  Train.  Yes. 

Mr.  Heywari).  We  are  talking,  arc  we  not,  in  terms  of  maybe  five 
to  six  at  the  most? 

INIr-.  Train.  I  would  guess  at  the  most. 

Mr.  Hkywari).  One  thing  I  do  not  want  to  talk  about  is  this  speci- 
fic bill  that  the  administration  has  proposed,  because  it  is  in  another 
committee,  but  I  would  like  to  talk  about  the  administration's  view- 
point. 

In  connection  with  the  proposed  Department  of  Energy  and 
Natural  Resources,  would  not  any  features  of  legislation,  prior  to 
the  creation  of  that  department,  which  impinged  upon  the  ultimate 
responsibility  of  that  clepartment  automatically  transfer  to  that  de- 
partment at  the  time  the  department  was  created? 
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Mv.  Train.  Yes;  I  presume  so, 

jNIr.  Hetward.  So  that  there  would  not  be  a  real  bar  to  some  other 
approach  at  this  time  until  the  time  the  department  comes  into 
being,  is  that  not  so? 

JNIr.  Train.  There  is  certainly  no  bar.  Riaht. 

Mr.  Heyward.  In  connection  with  the  permit  authority  under  the 
administration's  proposal,  aside  from  the  departmental  sensitivities 
on  jurisdiction,  one  thino-  that  bothered  me  in  the  proposal  was  the 
proposal  specifically  provided  for  extending  to  these  offshore  ports 
and  terminals  the  Federal  Water  Pollution  Control  Act  provision 
which  EPA  administers,  Port  and  Waterway  Safety  Act  which  the 
Coast  Guard  administers,  the  JNIarine  Protection  and  Sanctuaries 
Act,  again  EPA,  and  various  provisions  involved  in  living  resources 
protection  administered  by  NOAA. 

Would  it  not  be  simpler  to  authorize  the  Secretary  of  Interior, 
because  there  is  present  involvement  in  Outer  Continental  Shelf 
oversight,  over  present  structures,  leasing  control,  as  the  one  to 
issue  the  original  permit  but  not  to  issue  operational  regulations 
but  rather  apply  the  regulations  which  already  exist  in  all  these 
other  areas  of  law? 

In  other  words,  I  see  no  reason,  if  we  are  talking  about  protect- 
ing water  quality,  and  you  want  to  put  that  part  of  the  Federal 
AVater  Pollution  Control  Act  onto  the  platforms,  wherever  they 
may  be,  why  the  Secretaiy  of  Interior  should  issue  any  regulations 
concerning  water  quality  when  EPA  is  handling  it  already. 

Mr.  Train.  I  do  not  think  that  is  intended,  Captain  Heyward. 

The  provisions  of  all  of  these  statutes  which  you  have  mentioned 
and  others  are  extended  to  this  deep  water  port  facility  by  the  pro- 
posed legislation. 

The  Secretary  would  develop  regulations  governing  operations 
to  the  extent  primaiily  to  protect  the  environment. 

The  ones  that  he  woukl  be  requiring  presumably  would  be  out- 
side of  the  scope  of  other  authorities  to  which  I  have  referred. 

^Ir.  Heyward.  Well,  then,  would  you  say  that  the  administration 
would  agree  with  legislation  which  gave  necessary  extra  regulatory 
power  to  the  Secretary  but  would  not  supersede  present  regulatory 
authorities  in  the  whole  broad  span  of  these  laws  which  we  are 
talking  about? 

JNIr.  Train.  It  is  not  my  understanding  that  the  bills  calls  for 
superseding  those  authorities. 

Since  you  raise  the  question,  I  would  ask,  Mr.  Chairman,  for 
permission  to  look  at  this  question  and  respond  in  writing  to  the 
committee  because  I  am  really  somewhat  confused  as  to  exactly 
how  the  bill  operates  in  this  area  now. 

[The  information  supplied  follows  herewith:] 

H.R.  7501  does  not  supercede  existing  regulatory  authorities.  In  fact,  See. 
111(a)  applies  all  laws  and  treaties  of  the  United  States  i)  "deepwator  port 
facilities  licensed  under  this  Act,  and  ...  to  activities  connected  with  the 
operation  and  use  of  such  deepwater  port  facilities  in  the  same  manner  as 
if  the  facilities  were  located  in  the  navigable  waters  of  the  United  States." 
Section  111(b)  lists,  for  purposes  of  emphasis,  a  number  of  specific  laws 
which  would  apply  including,  for  example  the  Federal  Water  Pollution 
Control  Act,  the  Clean  Air  Act,  and  the  Ports  and  Waterways  Safety  Act. 
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Mv.  Downing.  I  can  understand,  and  the  witness  will  do  that. 
Additional  questions  will  be  submitted  to  you  in  writing  at  a 
later  date. 

[The  questions  and  answers  follows :] 

Question  (1). — Assuming  enactment  of  II. li.  1501  or  similar  legislation, 
provide  an  analysis  of  the  cost  to  the  Voiincil  on  Environmental  Quality  to 
administer  its  responsibilities  under  the  bill  in  terms  of  monies  and  personnel. 
Also  provide  information  as  to  ivhat  the  role  and  responsibilities  of  CEQ 
ivill  be  under  II. R.  1501  and  how  CEQ  will  implement  and  fulfill  these 
responsibilities. 

Answer  (1). — H.R.  7501  does  not  give  the  Council  any  new  or  extraordinary 
responsibilities  calling  for  special  funding  or  personnel.  If  this,  or  similar, 
legislation  is  passed  the  Council  will  play  its  usual  advisory  and  consultative 
role  in  the  development  of  a  program  implementing  the  law,  in  the  considera- 
tion of  applications  for  deepwater  ports,  and  in  the  review  of  associated 
environmental  impact  statements.  We  do  not  expect  that  the  Council  will 
have  a  continuing  role  in  monitoring  port  operations. 

Question  (2). — On  page  ISJf  of  the  transcript,  Russell  Train  indicated  that 
portions  of  the  CEQ  environmental  analysis  study  were  still  being  prepared 
and  would  be  available  for  release  sometime  in  the  latter  part  of  the  summer. 
Provide  for  the  record  a  subject  matter  listing  of  those  portions  remaining 
to  be  completed,  a  status  report  on  completion,  those  agencies,  individuals, 
or  outside  consultants  conducting  such  studies,  and  the  time  such  shall  be 
available  for  Committee  analysis. 

Answer  (2). — The  Arthur  D.  Little  Company  contract  study  on  the  onshore, 
or  secondary,  effects  of  deepwater  port  development  is  now  at  the  printer. 
We  expect  publication  and  distribution  within  the  next  two  weeks  or  so. 
A  major  conclusion  of  the  ADL  study  is  that  the  onshore  environmental 
effects  at  any  one  location  could  be  significantly  reduced  by  dispersing  re- 
fineries and  ports.  The  Department  of  Transportation  is  currently  studying 
for  CEQ  the  economic  impact  on  the  cost  of  refined  products  of  dispersed 
versus  concentrated  refinex-y  capacity /deepwater  port  scenarios  on  the  East 
Coast.  When  the  DOT  analysis  is  completed,  later  this  month,  or  early  in 
October,  the  Council  will  prepare  a  report  summarizing  the  findings  of  the 
various  detailed  studies  conducted  for  it  on  deepwater  ports. 

Question  (3). — Provide  a  legal  analysis  of  the  relationship  between 
H.R.  1501  or  similar  legislation  which  may  be  enacted  and  the  National 
Environmental  Policy  Act.  Should  some  specific  provision  in  such  legislation 
be  added  pertaining  to  this  relationship?  If  so,  kindly  submit  appropriate 
language. 

Answer  (3). — H.R.  7.501  requires  that  an  environmental  imi^act  statement 
be  prepared  by  the  Secretary  before  granting  any  permits  for  deepwater 
ports.  It  further  requires  that  the  Secretary's  statement  shall  be  sufficient 
to  cover  any  other  actions  by  agencies  outside  of  the  Department  of  the 
Interior  relating  to  the  decision  to  locate  and  construct  a  deepwater  port. 
In  essence,  the  bill  legislatively  designates  the  Department  of  the  Interior 
as  the  lead  agency  in  preparation  of  the  environmental  impact  statement. 
This  is  a  concept  which  the  Council  has  encouraged  for  some  time,  most 
recently  in  Subsection  1500.7(b)  of  its  revised  guidelines  for  the  preparation 
of  impact  statements  (copy  attached).  We  feel  that  the  language  in  H.R.  7501 
is  appropriate  for  this  purpose. 

Executive  Office  of  the  President, 
Council  on  Environmental  Quality, 

Washington,  D.C.,  August  2,  1913. 
Memorandum  for  heads  of  agencies. 

Subject :   Revision  of  agency  procedures  for  preparation  of  Environmental 
Impact  Statements. 

On  Wednesday,  August  1,  1973,  after  extensive  consultation  with  interested 
agencies  and  opportunity  for  public  comment,  the  Council  issued  revised 
guidelines  for  the  preparation  of  environmentai  impact  statements  pursuant 
to  Section  102(2)  (C)  of  the  National  Environmental  Policy  Act  (NEPA). 
Attached  is  a  copy. 
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Section  1500.3(a)  requires  agencies  to  revise  their  NEPA  procedures  for 
preparation  of  impact  statements  so  tiiat  they  conform  with  the  Council's 
revised  guidelines.  This  requirement  applies  to  procedures  issued  at  both  the 
departmental  and  sub-departmental  level.  Attachment  A  to  this  memorandum 
is  a  list  of  some  of  the  major  changes  between  the  Council's  new  guidelines 
and  its  April  1971  guidelines  that  should  be  considered  by  your  staff.  The 
Councils  staff  will  contact  your  staff  in  the  very  near  future  to  arrange 
for  timely  consultation,  pursuant  to  the  requirements  of  Section  1500.3(a), 
on  the  specific  changes  required  in  your  agency's  procedures. 

The  effective  date  for  the  new  guidelines  (incorrectly  listed  in  the  Federal 
Register  as  a  result  of  a  typesetting  error  as  January  28,  1973)  is  January 
28,  1974.  Revised  agency  NEPA  procedures  are  required  to  be  published  in 
the  Federal  Register  in  proposed  form  for  public  comment  before  November 
1,  1973,  and  in  final  form  no  later  than  January  28,  1974.  Draft  and  final 
impact  statements  filed  with  the  Council  after  that  date  are  formally  subject 
to  the  requirements  of  the  new  guidelines. 

The  Council  strongly  recommends,  however,  that  agencies  adopt  several  of 
the  new  provisions  (listed  in  Attachment  B)  on  an  interim  basis,  within  the 
next  45  days.  These  new  provisions  are  aimed  at  more  effectively  involving 
the  public  in  the  impact  statement  process ;  none  of  them  should  entail 
significant  administrative  burdens. 

Attachments. 

Russell  E.  Traix, 

Chairman. 
Attachment  A 

Majob  Changes  Between  New  CEQ  Revised  NEPA  Guidelines  and  Previ- 
ous April,  1971  Guidelines  on  the  Preparation  of  Environmental 
Impact  Statements 

The  CEQ  revised  NEPA  guidelines  issued  August  1,  1973  include  the 
following  major  provisions  not  contained  in  its  previous  April,  1971  guide- 
lines : 

1.  Agencies,  in  terms  of  their  particular  programs,  should  prepare  guidance 
on  those  types  of  actions  likely  to  require  preparation  of  an  impact  statement, 
and  those  types  of  actions  not  likely  to  require  preparation  of  a  statement. 
Guideline  §  1500.6(e).  For  those  actions  likely  to  require  preparation  of  a 
statement  and  those  actions  that  may  require  preparation  of  a  statement 
depending  on  the  circumstances,  agencies  should  identify  what  basic  informa- 
tion needs  to  be  gathered,  how  and  when  it  is  to  be  assembled  and  analyzed, 
and  on  what  bases  a  decision  whether  to  prepare  a  statement  will  be  made. 
Guideline  §  1500.6(c) 

2.  Agencies  should  be  alert  to  the  need  to  prepare,  in  appropriate  cases, 
program  statements  and  statements  on  a  group  of  interrelated  projects. 
Agencies  engaging  in  major  technology  research  and  development  programs 
should  develop  procedures  for  periodic  evaluation  to  determine  when  a  pro- 
gram statement  is  required  for  such  programs.  Guideline  §  1500.6(d) 

3.  Agency  procedures  should  include  an  early  notice  system  for  informing 
the  public  of  decisions  to  prepare  impact  statements,  and  include  provisions 
apprising  the  public  of  agency  determinations,  in  certain  situations  set  out 
in  the  guidelines,  that  impact  statements  are  not  required.  Guideline  §1500.6 (e) 

4.  Agency  procedures  should  include  provisions  limiting  actions  which  an 
applicant  is  permitted  to  take  prior  to  completion  and  review  of  the  final 
statement   with  respect   to  his  application.   Guideline    §  1500.7(a) 

5.  Additional  guidance  on  when  public  hearings  should  be  held  is  included, 
and  agencies  are  called  upon  to  set  out  their  policies  and  practices  on 
hearings.  Guideline  §  1500.7(d) 

6.  More  detailed  guidance  is  given  on  the  required  contents  of  impact 
statements.  Statements  should  set  forth  inter  alia,  the  purpose  of  the  proposed 
action,  the  relation  of  the  proposed  action  to  land  use  plans,  policies,  and 
controls  for  the  affected  area,  secondary  environmental  effects  likely  to 
result  from  the  proposed  action,  and  an  indication  of  what  other  interests 
and  considerations  of  Federal  policy  are  thought  to  offset  the  proposed 
action's  adverse  environmental  effects.  Agencies  should  consider  in  their 
impact  statements,  where  appropriate,  alternative  designs  or  details  of  their 
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proposed     actious     which     would     siguificautly     conserve     energy.     Guideline 
§1500.8    (a) 

7.  Areas  of  environmental  impact  are  grouped  into  three  major  categories : 
(1)  pollution,  (2)  energy  supply  and  natural  resources  development,  and 
(3)  land  use  and  land  management.  Each  of  these  categories  is  divided  into 
particular  types  of  environmental  impacts  with  respect  to  which  agencies 
are  requested  to  give  special  attention.  Guidelines — Appendix  II. 

8.  Agency  procedures  should  facilitate  public  participation  in  the  impact 
statement  process.  Guidelines  §  1500.9(d)  and  1500.11(d)  Agencies  should 
provide  impact  statement  materials  free  of  charge,  to  the  extent  practicable, 
or  at  a  fee  which  is  not  more  than  the  agency's  actual  reproduction  costs. 
Guideline   §  1500.9(d) 

9.  Increased  guidance  is  given  on  the  responsibilities  of  agencies  in  com- 
menting on  impact  statements.  Guideline  §  1500.9    (e) 

10.  Tlie  minimum  period  for  review  of  draft  impact  statements  is  45  days. 
Agencies  should  consider  the  magnitude  and  complexity  of  the  statement 
and  the  extent  of  citizen  interest  in  the  proposed  action  in  deciding  on  an 
appropriate  comment  period  for  a  particular  statement.  Guideline  §  1500.9(f) 

11.  The  minimum  period  for  review  of  an  impact  statement  is  calculated 
from  the  date  of  publication  in  the  Federal  Register  of  the  Council's  listing 
notifying  the  public  of  issuance  of  the  impact  statement.  Guideline  §  1500.11(c) 

12.  Agencies  should  send  copies  of  their  final  statements  to  all  parties  who 
filed  substantive  comments  on  the  cori-esponding  draft  statement.  Guideline 
§  1500.10(b) 

13.  Agency  NEPA  procedures  should  ensure  that  the  final  impact  statement 
and  comments  "accompany  the  proposal  through  the  existing  agency  review 
processes."  Guideline  §  1500.11(b)  In  this  connection  agency  NEPA  proce- 
dures for  major  categories  of  agency  action  should  identify  what  these 
agency  review  processes  are.  Guideline  §  1500.3(a) 

14.  Agencies  shall  respond  to  requests  from  the  Council  concerning  their 
impact  statement  operations  including  requests  for  the  production  of  either 
an  impact  statement  or  a  negative  determination  that  an  impact  statement 
is  not  necessary.  Guideline  §  1500.11(f) 

Attachment  B 

Provisions   of   the   Guidelines   Recommended   for   Agency    Implementation 

BY  September  15,  1973 

The  Council  strongly  recommends  that  the  following  provisions  of  its  new 
NEPA  guidelines  (38  Fed.  Reg.  20550,  Aug.  1,  1973)  be  implemented  on  an 
interim  basis,  no  later  than  September  15,  pending  formal  revision  of 
individual  agency  NEPA  procedures : 

1.  Agencies  should  maintain  lists  of  their  impact  statements  under  pre- 
paration, and  their  determinations  that  certain  specific  proposed  actions 
do  not  require  the  preparation  of  an  impact  statement.  Guideline  §  1500.G(e) 

2.  The  minimum  period  for  review  of  draft  statements  should  be  lengthened 
from  30  days  to  45  days.  The  length  of  the  review  period  should  be  calculated 
from  the  date  of  publication  in  the  Federal  Register  of  the  Council's  listing 
notifying  the  public  of  issuance  of  the  impact  statement.  Guidelines  §  1500.9(f) 
and   1500.11(c) 

3.  Agencies  should  endeavor  to  provide  impact  statement  materials  free  of 
charge,  to  the  fullest  extent  practicable,  or  at  a  fee  which  is  not  more  than 
the  agency's  actual  reproduction  costs.  Guideline  §  1500.9(d) 

4.  A  copy  of  the  final  impact  statement  for  a  proposed  action  should  be 
sent  to  all  parties  who  filed  substantive  comments  on  the  corresponding 
draft  statement.  Guideline  §  1500.10(b) 

IMr.  Downing.  The  committee  wishes  to  thank  you  for  a  signifi- 
cant contribution,  and  we  do  appreciate  your  presence. 

Mr.  Train.  Thank  you,  sir. 

]Mr.  Downing.  Our  next  witness  will  the  Honorable  Howard  W. 
Pollock,  Deputy  Administrator,  National  Oceanic  and  Atmospheric 
Administration,  U.S.  Department  of  Commerce. 
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We  will  also  hear  froni  H.  Clayton  Cook,  Jr.,  General  Counsel 
for  the  INlaritime  Administration. 

INIr.  Pollock.  How  would  you  like  us  to  proceed  ? 

Mr.  Downing.  Suppose  you  i)roceed  first,  ]\Ir.  Pollock,  and  then 
we  will  hear  from  Mr.  Cook. 

STATEMENT  OF  HON.  HOWARD  W.  POLLOCK,  DEPUTY  ADMINIS- 
TRATOR, NATIONAL  OCEANIC  AND  ATMOSPHERIC  ADMINIS- 
TRATION, U.S.  DEPARTMENT  OF  COMMERCE 

Mr.  Pollock.  It  is  always  a  pleasure  to  be  back  with  my  old  com- 
mittee and  former  colleagues. 

I  am  pleased,  as  usual,  to  be  able  to  appear  before  you  to  repre- 
sent the  National  Oceanic  and  Atmospheric  Administration.  I  want 
to  join  with  my  colleague  from  MarAd  in  complimenting  the  com- 
mittee for  its  concern  about  the  environmental  implications  of  off- 
shore ports. 

Mr.  Chairman,  as  has  been  stated,  the  Department  of  Commerce 
opposes  the  enactment  of  these  bills  while,  at  the  same  time,  we  en- 
courage the  members  of  this  committee  to  support  enactment  of 
H.R.  7501,  an  administration  bill  which  treats  in  comprehensive 
fashion  the  factors  impinging  on  the  siting,  development,  and 
operation  of  offshore  port  facilities. 

In  response,  Mr.  Chairman,  to  your  specific  request  that  Depart- 
ment witnesses  address  the  question  of  potential  impact  of  these 
proposed  facilities  on  the  marine  environment  surrounding  them, 
I  would  like  to  make  a  ver}^  brief  general  statement. 

One  of  the  major  environmental  concerns  related  to  artificial 
structures  is  the  effect  such  structures  will  have  on  living  marine 
resources.  We  are  already  exercising  responsibility  under  existing 
law  with  respect  to  the  effects  of  any  artificial  structure  located 
on  our  coast,  through  the  Fish  and  Wildlife  Coordination  Act 
which  requires  consultation  with  the  Secretary  of  Commerce,  acting 
through  NOAA.  This  act  applies  when  any  Federal  agency  en- 
gages in  activities  involving  issuance  of  licenses  or  permits  which 
modify  bodies  of  water  in  a  way  that  could  affect  conservation  of 
living  resources.  The  National  Marine  Fisheries  Service  provides 
a  central  focus  of  understanding  of  fisheries  and  marine  biology, 
NOAA  is  also  engaged  in  extensive  research  on  marine  pollution, 
including  additional  responsibilities  imposed  by  the  recently  en- 
acted jSIarine  Protection,  Research,  and  Sanctuaries  Act. 

NOAA's  expertise  with  respect  to  the  marine  environment,  how- 
ever, is  far  broader  than  living  resources.  For  example,  NOAA 
components,  such  as  the  National  Ocean  Survey  and  the  Environ- 
mental liesearch  Laboratories,  have  extensive  programs  dealing 
with  tides,  currents,  and  atmospheric  effects  on  the  ocean.  Thus,  we 
are  able  to  determine  if  a  site  being  considered  for  a  deepwater 
port  facility  is  one  where  discharge  will  be  carried  shoreward  to 
damage  shoreline  organisms  and  to  spoil  coastal  amenities.  Simi- 
larly, the  expertise  of  NOAA  in  ocean  dynamics  could  aid  in  siting 
artificial  structures  so  as  to  minimize  interference  with  bottom 
sediment  transport,  nutrient  flow,  and  the  ability  of  a  body  or  area 
of  water  to  assimilate  pollutants. 
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Our  XOAA  fleet  of  oceauoirraphic  vessels  provides  imparalleled 
operational  capabilities  to  undertake  the  necessary  marine  investi- 
gations. Our  sea  jrrant  profjram,  involving  more  than  100  institu- 
tions and  some  1,790  scientists  and  engineers,  would  also  be  a  key 
resource  and  capability  in  any  such  endeavor.  It  represents  a  major 
national  resource  for  investigating  ocean-related  problems  of  a 
wide  range  and  nature.  It  is  invaluable  in  the  resolution  of  regional 
and  local  problems  in  which  the  expertise  of  institutions  directly 
associated  with  the  area  is  available.  We  have  been  able  to  draw 
upon  this  resource  to  provide  knowledge  which  is  essential  in  de- 
cisions relating  to  the  management  of  coastal  areas.  For  example, 
recently  the  Council  of  Environmental  Quality  requested  NOAA, 
and  we  turned  to  our  own  Office  of  Sea  Grant,  to  conduct  a  study 
and  analysis  of  the  environmental  problems  which  might  be  gener- 
ated by  deepdraft  tankers  and  offshore  port  facilities  at  specific 
sites  in  the  United  States.  The  Sea  Grant  institutional  network 
reviewed  the  problem  and  we  delivered  the  report  to  CEQ  in  jNIarch. 

We  are  aware  that  the  task  of  predicting  environmental  impact 
of  proposed  offshore  structures  can  become  a  major  one  in  future 
years  as  the  number  of  proposals  increases.  However,  we  believe 
that  the  resources  within  and  available  to  NOAA  provide  a  basic 
nucleus  from  which  national  capability  to  accomplish  this  task  can 
emerge. 

We  would  like  to  point  out  that  under  the  administration's  bill, 
H.R.  7501,  NOAA  will  play  a  major  role  in  the  development  of 
offshore  port  facilities  through  the  application  of  our  particular 
capabilities  to  the  siting  problem,  primarily  in  the  areas  of  environ- 
mental science  and  technology.  NOAA  has  much  to  offer  and,  as 
one  of  the  Government's  central  focuses  for  Federal  ocean  pro- 
grams, we  are  dedicated  to  fulfilling  the  admonition  of  President 
Nixon,  transmitted  to  the  Congress  in  Reorganization  Plan  No.  4 
of  1970,  in  which  he  stated: 

We  also  face  a  compelling  need  for  exploration  and  development  leading 
to  the  intelligent  use  of  our  marine  resources  *  *  *  We  must  iinderstand 
the  nature  of  these  resources,  and  assure  their  development  without  either 
contaminating  the  marine  environment  or  upsetting  its  balance. 

Establishment  of  the  National  Oceanic  and  Atmospheric  Administration — 
NOAA — within  the  Departm.ent  of  Commerce  would  enable  us  to  approach 
these  tasks  in  a  coordinated  way. 

Mr.  Chairman,  we  feel  the  President's  words  are  especially 
meaningful  within  the  context  of  offshore  port  development  and 
operation.  Nowhere  is  it  more  important  for  us  to  carefully  con- 
sider the  effects  of  man's  activities  on  nature's  ecological  balance. 

At  the  time  of  the  creation  of  NOAA  by  Reorganization  Plan 
No.  4  in  1970,  the  administration  made  a  decision  to  retain  within 
the  Department  of  Interior  those  functions  relating  to  its  present 
authorities  under  the  Outer  Continental  Shelf  Lands  Act.  Under 
that  act,  the  Secretary  of  Interior  is  responsible  for  issuing  licenses 
to  construct  offshore  platforms  and  facilities  for  development  of 
oil  and  gas  resources.  Under  H.R.  7501,  the  functions  of  the  Secre- 
tary of  Interior,  with  regard  to  constructing  offshore  port  facilities, 
are  closely  related  to  the  construction  of  oil  platforms.  NOAA's 
performance  of  its  responsibilities  for  the  protection  of  the  marine 
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onvironment  is  fully  compatible  with  the  assignment  to  Department 
of  Interioi-  of  responsilnlities  nnder  H.R.  7501. 

Under  H.R.  7501,  all  of  NOAA's  current  and  future  responsibili- 
ties for  the  protection  of  the  marine  environment,  as  well  as  other 
essential  functions,  are  extended  to  the  process  of  licensing  and 
supervising  the  operation  of  deepwater  port  facilities.  In  no  way 
is  the  authority  of  our  agency  diminished  or  impeded  by  enactment 
of  H.R.  7501.  Although  the  Department  of  Interior  would  actu- 
ally grant  the  license,  all  other  agencies  with  responsibilities  relat- 
ing to  deepwater  ports  will  participate  fully,  including  NOAA. 

]Mr.  Chairman,  we  would  like  to  express  appreciation  for  the  com- 
mittee's continuing  leadership  in  developing  programs  to  under- 
stand, manage,  and  protect  the  marine  environment.  We  stand 
ready  to  work  with  your  committee  in  the  future  development  of 
legislation  toward  that  objective. 

We  strongly  support  H.R.  7501,  and  believe  that  it  provides  a 
sound  basis  for  the  exercise  of  our  responsibilities  should  deepwater 
port  facilities  be  constructed. 

Mr.  Chairman,  thank  you  for  the  opportunity  to  present  my  pre- 
pared statement, 

I  wonder  now  if  we  might  hear  the  testimony  of  INIarAd  before 
the  questions,  and  then  w^e  might  respond  to  the  questions  of  the 
committee,  if  this  is  in  order. 

Mr.  Downing.  That  would  be  in  order. 

I  want  to  thank  the  gentleman  for  a  fine  statement. 

Off  the  record. 

[Discussion  off  the  record.] 

Mr.  DiNGELL.  ]\Ir.  Chairman,  I  have  to  leave,  and  I  want  to  com- 
mend my  good  friend.  He  continues  to  amaze  me.  He  did  a  fine  job 
in  Congress  and  is  handling  his  present  job  very  well. 

INIr.  Pollock.  Thank  you. 

Mr.  Downing.  Mr.  Cook,  suppose  you  proceed. 

STATEMENT    OF    H.    CLAYTON    COOK,    JR.,    GENERAL    COUNSEL, 
MARITIME  ADMINISTRATION,  DEPARTMENT  OF  COMMERCE 

Mr.  Cook.  Mr.  Chairman,  members  of  the  committee,  I  appreciate 
this  opportunity  to  appear  before  your  committee  to  testify  with 
respect  to  deepwater  port  facilities  and  H.R.  5091  and  H.R.  5898. 

The  purpose  of  H.R.  5091  is  to  amend  the  Marine  Protection, 
Research  and  Sanctuaries  Act  to  provide  for  the  protection  of  ma- 
rine environment  from  unacceptably  adverse  impacts  caused  by  the 
construction  and  operation  of  large-scale  offshore  structures,  includ- 
ing deepwater  port  facilities,  by  prohibiting  the  construction  of  such 
structures  in  the  absence  of  prior  certification  by  the  Secretary  of 
Commerce. 

Under  the  proposed  legislation,  the  Secretary  could  issue  his  cer- 
tification with  respect  to  any  such  structure  only  if  all  possible  pre- 
cautions had  been  taken  to  protect  the  marine  environment,  and  he 
would  be  required  to  deny  such  certification  if  the  facility  were  ad- 
judged by  the  Secretary  to  pose  an  unreasonable  threat  to  the  in- 
tegrity of  the  marine  environment. 
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The  purpose  of  H.K.  5898  is  to  amend  the  Merchant  Marine  Act, 
1936,  to  provide  that  no  port  or  terminal  facility  could  be  constructed, 
operated,  or  maintained  by  any  person  beyond  the  territorial  ^vaters 
of  the  United  States  unless  such  person  had  obtained  a  permit  for 
that  purpose  from  the  Secretary  of  Commerce. 

In  issuing  that  permit,  the  bill  provides  that  the  Secretary  of 
Commerce  should  take  into  consideration:  (1)  The  need  for  such 
port  or  terminal  facility  as  a  means  for  supplying  the  energy  needs 
of  the  Nation;  (2)  the  environmental  impact  of  any  such  port  of 
terminal  facility;  and  (3)  the  availability  of  alternative  sites  and 
methods  of  construction. 

The  bill  also  provides  that  the  Secretary  would  conduct  such 
public  hearings  as  he  determined  necessary  to  assure  thorough  con- 
sideration of  these  factors. 

On  April  18,  1973,  the  President  submitted  to  the  Congress  his 
message  concerning  energy  resources.  In  that  message  he  stated  Avith 
respect  to  the  development  of  deepwater  ports : 

It  is  clear  that  in  the  foreseeable  future,  we  will  have  to  import  oil  in 
large  quantities.  We  should  do  this  as  cheaply  as  we  can  with  minimal  damage 
to  the  environment.  Unfortunately,  our  present  capabilities  are  inadequate 
for  these  purposes. 

The  answer  to  this  problem  lies  in  deepwater  ports  which  can  accommodate 
those  larger  ships,  providing  important  economic  advantages  while  reducing 
the  risks  of  collision  and  grounding.  Recent  studies  by  the  Council  on 
Environmental  Quality  demonstrate  that  we  can  expect  considerably  less 
pollution  if  we  use  fewer  but  larger  tankers  and  deepwater  facilities.  ,ns 
opposed  to  the  many  small  tankers  and  conventional  facilities  which  we  would 
otherwise  need. 

If  we  do  not  enlarge  our  deepwater  port  capacity,  it  is  clear  that  both 
American  and  foreign  companies  will  expand  oil  transshipment  terminals  in 
the  Bahamas  and  the  Canadian  Maritime  Provinces.  From  these  terminals, 
oil  will  be  brought  to  our  conventional  ports  by  growing  numbers  of  small 
and  medium  size  transshipment  vessels,  thereby  increasing  the  risks  of 
pollution  from  shipping  operations  and  accidents.  At  the  same  time,  the 
United  States  will  lose  the  jobs  and  capital  that  those  foreign  facilities 
provide. 

Given  these  consideration,  I  believe  we  must  move  forward  with  an 
aml)itious  program  to  create  new  deepwater  ports  for  receiving  petroleum 
imports. 

On  that  same  day,  the  Secretary  of  Interior,  in  an  Executive  com- 
munication addressed  to  the  Speaker  of  the  House  of  Representatives, 
submitted  a  draft  of  the  administration  bill,  subsequently  introduced 
as  H.R.  7501,  which  would  authorize  the  Secretary  of  Interior  to 
license  and  regulate  the  construction  and  operation  of  deepwater 
port  facilities. 

In  that  letter,  the  Secretary  of  Interior  noted  that : 

Regardless  of  the  policies  adopted  to  increase  domestic  supplies,  imports 
of  crude  oil  and  products  into  the  United  States  are  projected  to  probably 
double  by  1980  and  could  continue  to  increase  dramatically  in  succeeding 
years. 

Most  United  States  sports,  already  heavily  congested,  are  not  equipped  to 
handle  this  increased  trade.  With  few  exceptions,  the  largest  ship  whicli  can 
enter  United  States  sports  fully  loaded  is  65,000  deadweight  tons  (DWT). 
(Compared  to  the  new  deep  draft  tankers  which  are  now  being  built  in 
excess  of  200.000  DWT.)  The  use  of  small  vessels  is  the  least  desirable 
metliod  of  importing  large  quantities  of  crude  oil  and  products  into  the 
United    States,    both   because   of   environmental   and   economic    considerations. 
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As  imports  of  crude  oil  and  products  increase,  our  conventional  ports  will 
become  more  congested  and  the  risks  of  collision  and  grounding  will  increase. 

The  hill  we  are  proposing  would  remove  any  legal  impediments  to  the 
development  of  *  *  *  deepwater  terminals  off  the  United  States  coast  by 
establishing  authority  in  the  Department  of  the  Interior  for  licensing  the 
construction  and  operation  of  ports  beyond  the  three-mile  limit.  This  process 
would  include  strict  enviroimiental  controls  and  specific  provision  for 
navigation  and  safety.  Licenses  would  be  issued  to  any  United  States  citizen, 
domestic  corporation.  State  or  local  government  when  the  Secretary  finds 
that  the  applicant  is  financially  responsible  and  has  demonstrated  an  ability 
and  willingness  to  comply  with  all  applicable  laws  and  conditions.  Prior  to 
issuing  any  license,  the  Secretary  is  required  to  consult  with  the  Governors 
of  adjacent  coastal  States  to  insure  that  the  facility  and  its  directly  related 
land  based  activities  would  be  consistent  with  the  States'  land  use  planning 
programs. 

The  license  required  by  this  Act  would  be  additional  to  permits  or 
licenses  which  may  be  required  mider  existing  legislation  from  other  Federal 
agencies.  However,  the  proposed  bill  provides  a  mechanism  whereby  all 
Federal  permits  necessary  for  the  construction  of  the  deepwater  port  facility 
will  be  handled  through  a  single  application  filed  with  the  Interior  Depart- 
ment. This  Department  will  lie  responsible  for  ascertaining  that  the  other 
Federal  agencies  with  jurisdiction  over  the  construction  of  the  facility  have 
given  necessary  approvals. 

The,  Department  of  Commerce  supports  the  administration  deter- 
mination that  energy  and  land  use  considerations  of  the  deepwater 
port  facilities  are  primary.  Within  the  administration  the  Depart- 
ment of  Interior  has  and  will  have  primary  responsibility  for  energy 
matters  and,  as  well,  the  responsibility  for  the  licensing  of  offshore 
structures,  such  as  drilling  and  production  platforms  and  oil  gather- 
ing pipelines  and,  under  proposed  legislation,  for  coordination  of 
State  land  use  planning. 

We  believe,  all  factors  considered,  that  the  Department  of  Interior 
can  probably  best  coordinate  the  energy,  land  use,  and  other  con- 
siderations most  relevant  to  deepwater  port  facilities  to  insure  bal- 
ancing of  both  onshore  and  offshore  environmental  effects. 

We  look  forward  to  working  with  the  Department  of  Interior  and 
other  responsible  agencies  in  reviewing  specific  proposals,  should 
the  Congress  enact  H.R,  7501. 

We  are  opposed  to  enactment  of  either  H.R.  5898  or  H.E.  5091 
because  these  bills  would  place  the  licensing  authoritv  for  dee])water 
port  facilities  in  the  Department  of  Commerce  rather  than  in  the 
Department  of  the  Interior. 

Industry  has  recognized  the  need  for  deepwater  ports  for  at  least 
several  years.  And  a  number  of  projects  have  been  initiated  by  major 
oil  companies  to  develop  deepwater  offloading  facilities  at  specific 
sites. 

The  reaction  of  the  adiacent  affected  States  has  been  mixed,  with, 
for  exomnle,  Delaware  l^nnning  an  oil  transfer  facility  under  its 
Coastal  Zoning  Act,  while  tlie  Louisiana  Governor  appointed  a 
su]'»ei-port  task  force  to  facilitate  efforts  to  establish  a  deepwater  port 
facilifv  off  the  Louisiana  coast. 

While  we  rpco£rnize  that  responses  may  vary  fi'om  State  to  State, 
we  are  hoi^eful  that  all  citizens  will  recognize  the  need  for  deepwater 
port  facilities,  and  the  fact  that  the  import  of  petroleum  throujrh 
such  facilities  is  preferable,  both  economically  and  environmentally, 
to  the  import  of  petroleum  in  smaller  ships  using  existing  conveii- 
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tional  port  facilities.  Without  regard  to  the  nature  of  the  State 
responses  to  proposed  projects,  however,  industry  has  been  unwilling 
to  act  until  issues  concerning  Federal  jurisdiction  beyond  the  3-mile 
limit  have  been  resolved.  And  Federal  legislation  is  accordingly  a 
necessity. 

Along  with  our  desire  to  promote  efficiency  and  reduce  costs  asso- 
ciated with  U.S.  foreign  trade,  the  Department  of  Commerce  has 
a  parallel  responsibility  for  the  conservation  of  marine  resources 
and  the  development  of  coastal  zone  management  programs. 

Approvals  of  particular  site  locations  must  consider  the  role  of  the 
coastal  zone  as  a  nursery  for  many  important  commercial  and  sport 
fishes,  as  an  important  source  of  mineral  wealth  and  as  a  recreational 
haven. 

The  National  Oceanic  and  Atmospheric  Administration,  as  the 
prime  environmental  arm  of  the  Commerce  Department,  is  prepared 
to  continue  to  exercise  its  authority  and  work  closely  with  the  De- 
partment of  Interior  in  this  matter. 

The  deepwater  port  legislation  proposed  in  H.R.  7501  makes  clear 
the  administration's  basic  position.  The  bill  provides  authority  to 
issue  licenses  and  to  prescribe  rules  and  regulations  pertaining  to  the 
construction  and  operation  of  deepwater  ports. 

Industry  will  require  further  clarification  of  the  criteria  for  issu- 
ing licenses,  and  of  the  nature  and  extent  of  the  rules  and  regulations 
that  will  apply,  before  proceeding  with  deepwater  port  development. 

I  am  certain  that  the  Department  of  Interior  will  be  developing 
this  information  for  industry  so  that  licenses  can  be  granted  as  soon 
as  H.R.  7501  is  enacted  into  law. 

The  Department  of  Commerce  intends  to  assist  the  Department 
of  Interior  in  performing  its  responsibilities  under  the  proposed 
legislation.  By  working  together,  I  am  hopeful  that  we  can  acceler- 
ate the  process  of  providing  the  country  with  the  deepwater  ports 
that  are  required. 

This  concludes  my  statement,  and  Mr.  Pollock  and  I  will  be  very 
happy  to  answer  whatever  questions  the  committee  may  have. 

Mr.  Downing.  Thank  you  very  much,  Mr.  Cook. 

]Mr.  Pollock,  we  appreciate  your  praise  of  our  continued  leadership, 
and  then  you  advocate  putting  in  a  completely  different  agency. 

There  is  a  jurisdictional  problem  here.  The  superport  is  located 
in  the  ocean  and,  jet,  you  want  to  put  it  under  the  Department  of 
Interior. 

It  is  not  possible  that  there  can  be  split  jurisdiction  on  this  matter, 
the  Department  of  Interior  would  have  the  responsibility  of  issuing 
the  licenses  and  selecting  the  locations  and  other  matters  and,  at  the 
same  time,  the  Department  of  Commerce  and  others  would  have 
jurisdiction  over  those  affairs  relating  to  navigation,  waters,  and  such 
matters  as  that? 

Is  that  not  a  possibility  ? 

Mr.  Pollock.  Mr.  Chairman,  I  want  to  answer  as  fully  and  as 
directly  as  I  can. 

First,  I  want  to  make  the  comment  that  I  think  one  of  the  pur- 
poses stated  in  the  bill  was  to  create  one  entity  of  Government  where 
people  could  go  to  get  one  kind  of  a  license  which  then  would  have 
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to  be  processed  through  all  of  the  other  agencies  of  the  Government 
having  applicable  responsibilities  under  existing  law. 

I  call  your  attention  to  page  7.  I  believe  it  is  section  lOi(b),  as 
an  example;  it  says  in  carrying  out  all  of  his  functions  under  the 
Act,  the  Secretary  shall  consult  with  all  interested  or  ailected  Fed- 
eral agencies,  the  Secretary  is  authorized  to  utilize,  on  a  reimbursable 
basis,  the  full  resources  of  the  Federal  Government  in  ocean  engi- 
neering and  undersea  technology  for  determining  the  purposes  of 
standards  and  criteria  for  all  facilities  licensed  under  the  act.  This 
authorization  requires  the  Secretary  of  Interior  to  consult,  in  this 
case,  with  NOAA. 

I  go  down  to  the  next  subsection  (c)  ;  in  about  the  third  sentence 
it  says  the  Secretary  will  forward  a  copy  of  the  application  to  those 
Federal  agencies  having  jurisdiction.  In  this  case,  it  is  talking  about 
any  of  the  construction  and  operation  aspects.  Further,  it  says  the 
Secretary  will  not  issue  a  license  under  this  act  until  he  has  been 
notified  by  such  agencies  that  the  application  meets  the  requirements 
of  the  laws  which  they  administer. 

In  subsection  (d)  of  section  104,  it  talks  about  the  requirement 
for  an  environmental  impact  statement,  meaning  that  each  of  the 
agencies,  including  the  Department  of  Commerce,  would  have  to  be 
consulted. 

I  think  the  way  the  act  was  written,  in  the  final  anah^sis,  the 
decision  would  have  to  be  made  by  the  Secretary  of  Interior.  I 
suppose  he  could  disregard  any  of  the  admonitions  of  tlie  Depart- 
ment of  Commerce.  I  doubt  that  that  would  happen  in  practice. 

If  we  found  that  the  fish  and  sea  life,  the  living  organisms  of  the 
ocean,  were  going  to  be  detrimentally  affected  because  of  the  par- 
ticular placement  of  a  port  location,  I  think  he  probably  would  ad- 
here to  this. 

Mr.  DowxixG.  The  committee  will  have  to  answer  the  quorum. 

Is  it  possible  for  you  to  come  back  at  2  this  afternoon? 

Mr.  Pollock.  I  believe,  INIr.  Chairman,  I  have  to  be  at  another 
hearing.  I  am  not  sure  when  it  is. 

I  will  do  my  best. 

Mr.  DowNixG.  Not  if  you  have  another  commitment. 

Mr.  Cook.  I  will  be  available. 

Mr.  Snyder.  I  am  going  to  be  on  the  highway  conference  this 
afternoon. 

I  would  like  to  pose  one  question,  and  you  can  answer  for  the 
record. 

I  thank  you  for  your  statement,  ]Mr.  Pollock.  Glad  to  see  a  former 
Congressman  testifying  that  knows  what  this  game  is  all  about. 

I  understand  your  shop  has  jurisdiction  over  the  Coastal  Zone 
Management  Act  of  1972. 

Assuming  it  might  be  funded,  I  would  like  for  you  to  give  us  an 
answer  as  to  what  safeguards  are  built  into  the  regulations  which, 
I  understand,  you  released  in  the  last  day  or  two,  for  States,  assum- 
ing they  do  not  have  this  veto  power  that  has  been  discussed  in  the 
testimony. 

Mr.  Pollock.  I  understand  the  request  of  the  gentleman  from  Ken- 
tucky that  he  wants  this  submitted  in  writing  for  the  record? 

Mr.  Snyder.  Yes,  so  we  can  answer  the  quorum  call. 
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Mr.  Pollock.  I  will  be  happy  to  do  it. 

I  should  say  to  the  gentleman  that  there  is  a  requirement  under 

the  Act 

Mr.  Downing.  Let  us  answer  that  for  the  record. 

We  must  go. 

[The  information  follows:] 

Relationship   of   Coastal   Zone   Management   Programs   to   Offshore    De- 
velopment 

A  number  of  the  coastal  states  are  moving  ahead  under  their  own  stimulus 
to  develop  coastal  zone  management  progi'ams  in  advance  of  Federal  funding. 

There  are  important  relationships  between  state  and  coastal  zone  manage- 
ment programs  and  implementation  of  the  proposed  deep  water  port  legisla- 
tion. These  relationships  stem  from  the  fact  that  deep  water  ports  can  have 
significant  secondary  impact  on  the  regions  in  which  they  are  located.  The 
refineries  and  petro-chemical  complexes  usually  associated  with  superports 
will  require  substantial  quantities  of  land  in  the  coastal  zone.  Such  facilities 
require  substantial  water  supplies.  The  population  increases  attracted  to  these 
complexes  will  exercise  the  demand  for  public  services  such  as  roads,  schools, 
and  sewage  facilities.  The  best  means  of  preparing  for  these  impacts  will  be 
through  effective  state  planning.  With  effective  state  planning,  these  secondary 
effects  of  offshore  port  development  can  be  provided  for  in  an  orderly 
fashion.  Conversely,  state  plans  and  programs  which  do  not  provide  for 
proposed  offshore  port  development  could  pose  major  impediments  to  the 
construction  of  such  facilities. 

The  Administration's  deep  water  port  facilities  bill  recognizes  and  makes 
provision  for  these  relationships : 

(1)  Section  103  (e)  of  the  proposed  legislation  provides  that  the  Secretary 
of  the  Interior  "shall  consult  with  the  Governor  of  any  State  off  whose 
coasts  the  facility  is  proposed  to  be  located  to  determine  whether  the  opera- 
tion of  the  facility  and  directly  related  land  based  activities  would  be  contrary 
to  the  state  land  use  planning  program." 

(2)  Section  111  (a)  of  the  Administration's  bill  provides  that  the  laws 
of  the  T'nited  States  shall  apply  to  deepwater  port  facilities  licensed  under 
the  Act  "in  the  same  manner  as  if  the  facilities  were  located  in  the  navigable 
waters  of  the  United  States."  That  Section  further  provides  "to  the  extent 
they  are  applicable  and  not  inconsistent  with  the  Act,  or  with  other  Federal 
laws  and  regulations  now  in  effect  or  hereafter  adopted,  the  civil  and  criminal 
laws  of  the  nearest  State  are  declared  to  be  the  law  of  the  United  States 
for  such  facility."  This  means  that  the  provisions  of  tlie  Coastal  Zone  Act 
governing  Federal  actions,  such  as  section  307(c)  (1)  which  requires  that 
Federal  agencies  conducting  or  supporting  activities  directly  affecting  the 
coastal  zone  shall  conduct  them  in  a  manner  which  is  to  tlie  maximum  extent 
practicable,  consistent  with  approved  State  management  programs,  are 
applicable  to  deepwater  ports  licensed  by  the  Federal  Government.  It  does 
not  mean  that  State  jurisdiction  is  extended  beyond  the  three  mile  limit  to 
deepwater  port  facilities.  Section  111(a)  was  not  intended  to  extend  State 
jurisdiction. 

(3)  Section  112  provides  "facilities  connected  to  a  deep  water  port  facility 
licensed  under  this  Act  such  as  pipelines  and  cables,  which  extend  above  and 
into  submerged  lands  or   waters  subject  to  the  jurisdiction   of  any   State  or 
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possession  of  the  United  States,  sliall  be  suliject  to  all  applicable  laws  or 
regulations  of  such  State  or  possession  to  the  extent  not  inconsistent  with 
Fetleral   law  or  regulations." 

The  Coastal  Zone  Management  Act  of  1972  contains  important  provisions 
relating  to  this  issue : 

(1)  Section  306  (c)  8  provides  that  in  approving  a  state  coastal  zone 
management  program,  the  Secretary  of  Commerce  must  determine  that  "the 
management  program  provides  for  adeqiiate  consideration  of  the  national 
interest  involved  in  the  sitting  of  facilities  necessary  to  meet  requirements 
which  are  other  than  local  in  nature." 

(2)  Section  307  contains  provisions  calling  for  coordination  between  the 
State  government  and  the  Federal  government  when  the  State  is  developing 
and  submitting  for  Federal  approval  a  coastal  zone  management  program. 
These  include  provisions  for  mediation  by  the  Secretary  of  Commerce  in 
cooperation  with  the  Executive  Office  of  the  President  of  serious  disagree- 
ments between  Federal  agencies  and  the  states  in  developing  a  program. 

(3)  Section  307  also  provides  that  once  state  management  programs  have 
been  received  for  Federal  approval,  Federal  agencies  conducting  or  support- 
ing activities  directly  affecting  the  State's  coastal  zone  are  reqmired  to 
conduct  or  support  those  activities  in  a  manner  which  is  to  the  maximum 
extent  practicable  consistent  with  the  approved  state  program.  Further, 
after  final  approval  of  a  state's  coastal  zone  management  program,  any 
applicant  for  a  required  Federal  license  or  permit  to  conduct  an  activity 
affecting  land  or  water  uses  in  the  coastal  zone  of  that  state  mtist  certify  that 
the  activity  complies  with  the  state  plan.  The  state  concerned  is  afforded 
full  opportunity  for  review  of  such  certifications.  State  concurrence  in  the 
proposed  activity  is  required  unless  the  Secretary  finds  that  the  activity  is 
consistent  witli  the  objectives  of  the  Coastal  Zone  Management  Act  or  other- 
wise necessary  in  the  interest  of  national  security. 

Thus,  we  believe  that  the  provisions  of  the  proposed  deep  water  facilities 
bill  and  those  of  the  Coastal  Zone  Management  Act  of  1972  reflect  the  same 
intent.  That  is,  deep  water  port  facilities  and  their  attendnnt  onshore  develop- 
ment should  be  consistent  with  state  planning  and  programs.  Conversely. 
State  plans  to  receive  Federal  approval  should  make  provision  for  facilities 
which  are  required  in  the  broader  national  interest.  We  believe  that  these 
objectives  can  be  met  through  careful  planning  and  program  coordination. 

Mr.  Pollock.  INIr.  Chairman,  I  would  also  like  to  say  we  would 
be  happy  to  come  back  any  other  time  you  might  wish. 
Mr.  Downing.  Thank  you,  Mr.  Pollock. 
We  will  get  in  touch  with  you  later. 
You  are  excused  and  need  not  come  back  at  2. 
We  will  recess  until  2  o'clock  this  afternoon. 

[Whereupon,  at  12 :05  p.m.,  the  committee  recessed,  to  reconvene  at 
2  p.m.,  the  same  day.] 

AFTERNOON   SESSION 

Mr.  Downing.  The  committee  will  come  to  order. 
Mr.  Cook,  I  understand  that  Mr.  Pollock  will  try  to  return  if 
possible,  but  we  will  proceed  with  our  questioning  of  you. 
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Mr.  Cook,  in  the  invitation  to  testify  which  was  extended  to  your 
Department  by  our  Chairman,  Mrs.  Sullivan,  it  was  indicated  there- 
in that  we  would  like  some  reference  to  how  these  deep  seaports  will 
affect  marine  trade,  the  merchant  marine,  the  maritime  construction, 
and  the  so-called  potential  impact  of  these  terminals  on  the  marine 
environment  surrounding  them. 

In  your  prepared  testimony  you  did  not  touch  on  these  subjects. 

Is  there  any  reason  for  that?  Why  did  you  not  comment  on 
these  subjects? 

Mr.  Cook.  Well,  I  think,  INIr.  Chairman,  that  I  am  in  a  position  to 
comment  on  the  questions  or  the  subjects  at  this  time,  and  would  be 
in  a  position  to  further  supplement  those  comments  with  a  written 
submission  for  the  record. 

Mr.  Downing.  That  would  be  fine.  Are  you  prepared  to  testify 
on  that  now? 

INIr.  Cook.  I  think  it  mio:ht  be  useful,  Mr.  Chairman,  to  say  a  few 
words  on  that  now,  yes,  sir. 

Mr.  Downing.  Go  right  ahead. 

Mr.  Cook.  At  the  IMaritime  Administration  we  have,  certainly  since 
even  before  the  final  passage  of  this  1970  Act,  been  aware  of  the 
fact  that  the  basic  thinking,  or  some  of  the  basic  thinking  that  went 
into  the  1970  Act  concerning  tanker  size  was  rapidly  becoming 
obsolete. 

We  were  aware,  and  then  Assistant  Secretary  Gibson  was  aware 
that  U.S.  energy  needs  would  require  the  import  of  very  substantial 
volumes  of  oil,  and  that  this,  in  turn,  would  be  developing  tech- 
nology in  increased  tanker  sizes  could  be  expected  to  lead  to  a  very 
real  use  of  the  larger  tankers  in  the  U.S.  trade  at  such  time  as  off- 
loading facilities  for  larger  tankers  became  available. 

Our  studies  have  shown  that  as  Chairman  Train  indicated  this 
morning,  the  cost  of  oil  transportation  in  VLCC's  is  something  less 
than  half  of  the  cost  of  oil  transportation  in  medium  sized  tankers 
looking  at  the  run  from  the  Persian  Gulf  to  the  U.S.  East  and  Gulf 
Coasts. 

The  first  title  11  commitment  which  was  made  by  the  Maritime 
Administration  on  a  so-called  VLCC,  a  tanker  of  the  225,000  dead- 
weight ton  class  was  made  in  December  of  1969. 

The  first  CDS  commitments  were  made  in  June  of  1972. 

As  of  this  date,  we  have  over  $180  million  of  title  11  guarantee 
authority  committed  with  respect  to  \'T<CC's  of  the  225,000  and 
265,000  deadweight  ton  classes,  and  we  have  committed  construction 
differential  subsidy  funds  of  almost  $170  million  to  the  construction 
of  those  vessels. 

These  commitments  were  made  with  a  realization  that  port  fa- 
cilities adequate  to  accept  these  tankers  in  U.S.  import  trades  did 
not  exist,  but  with  the  full  expectation  that  such  facilities  would, 
within  a  reasonable  time  period,  exist  in  view  of  the  energy  needs 
of  this  country,  the  limitations  of  domestic  production  and  the 
economics  of  oil  transportation. 

These  vessels  then  have  formed  and  are  forming  an  important 
part  of  the  Maritime  Administration's  program  under  the  1970  act. 

A  decision  by  the  administration  and  by  the  private  sector  to  go 
forward  with  offloading  facilities  for  deep  draft  tankers  is  of  vital 
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importance  in  the  context  of  tliis  program  at  the  INIaritime  Adminis- 
tration. 

Obviously,  our  planning;  there,  we  will  not  continue  to  give  title  11 
authorization  and  commit  CDS  funds  to  tankers  which  cannot  be 
used  in  the  U.S.  trade,  because  adequate  port  facilities  are  not  avail- 
able. We  anticipate  that  the  facilities  will  become  available. 

I  think  perhaps,  INIr.  Chairman,  I  would  like  to  then  further 
amplify  my  answer  to  you  in  writing. 

Mr.  DowNixG.  That  will  be  perfectly  all  right. 

[The  additional  information  supplied  follows :] 

The  position  of  the  Maritime  Administration  is  tliat  such  offshore  facilities 
are  necessai-y  and  desirable.  Oiu*  merchant  marine  program  since  the  1970 
Act  has  recognized  this. 

The  impact  of  such  facilities  upon  the  merchant  marine  indiistry  Las  been 
considered.  I  have  already  mentioned  the  commitment  which  we  have  made 
for  the  construction  of  YLCC's,  with  the  resultant  benefit  to  U.S.  shipyards 
and  related  industries.  The  environmental  impact  of  such  facilities  has  also 
been  considered.  The  types  of  terminals  now  under  most  active  consideration 
are  mono-buoy  moorings,  at  100-foot  depths,  located  over  20  miles  offshore, 
which  will  require  no  dredging.  Studies  made  by  the  Council  on  Environ- 
mental Quality  indicate  that  the  impact  of  these  moorings  on  marine 
environment  is  small ;  no  significant  sedim.entation  occurs,  and  ocean  current 
is  unaffected.  In  the  event  of  a  spill,  their  distance  from  shore  would  make 
it  unlikely  that  any  adverse  effect  would  occur  in  the  sensitive  estuarine 
areas. 

Mr.  DowxixG.  Tell  me,  ]\Ir.  Cook,  if  the  VLCC's  reduce  the  cost  by 
nearly  one-half  as  compared  with  the  relatively  smaller  tankers,  the 
500.000  deadweight  ton  tanker  should  even  further  decrease  the  cost, 
would  it  not? 

Mv.  Cook.  Yes,  sir ;  it  would.  The  cost  curve,  or  cost  savings  curve 
flattens  out  somewhat  once  you  get  up  above,  I  believe  it  is,  200,000 
deadweight  tons. 

A  cost  savings  curve  of  this  sort  has  appeared  in  several  of  our 
studies,  the  most  recent  appearance  and  discussion  of  this  appears 
in  the  final  environmental  impact  statement  we  issued  with  respect 
to  the  1970  act  program  on  May  29,  but  the  curve  does  flatten  out. 

Still,  there  would  be  savings  associated  with  transfer  from  the 
Persian  Gulf  to  the  United  States  in  a  tanker  of  say  500,000  dead- 
weight ton  size,  and  some  commercial  interests  are  actively  consider- 
ing construction  of  tankers  of  that  size. 

"We  have  considered  this  carefully  in  connection  with  current 
program  responsibilities  and,  for  example,  Todd  in  its  plan  for  a 
r.ew  shipyard  in  Galveston,  initially  had  a  facility  which  would 
accommodate  construction  of  tankers,  I  think,  with  a  limit  of  around 
som^ethinir  over  300,000  deadweight  tons,  but  Todd  had  revised  their 
plans  T  think,  at  their  own  decision,  certainly  based  upon  talks  with 
the  IMaritime  Administration  as  well,  so  that  the  new  facilitv  that 
thev  plan  to  go  forward  with  will  have  the  capacity  to  take  on 
tankers  of  up  to  500.000  deadweiirht  tons,  and,  of  course,  the  sea  dock 
and  lube  proposals  as  to  tlie  extent  that  information  is  available  on 
them  in  the  public  sector,  and  based  upon  our  discussions  with  the 
companies  involved  in  those  proposals,  the  sea  docks  and  lube  pro- 
posals both  contemplate  depths  such  as  500,000  deadweight  ton 
tankers  could  be  accommodated. 
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Mr.  DowNixG.  I  should  think  that  the  larger  carrier  would  be 
preferable  if  you  had  deepwater  ports. 

Thank  you,  Mr.  Cook. 

Mr.  du  Pont? 

Mr.  DU  PoxT.  Thank  you,  ]\Ir.  Chairman. 

Mr.  Cook,  I  appreciate  your  willingness  to  come  to  the  committee 
and  try  to  answer  questions  we  have,  because  I  think  that  I  do  not 
understand  very  well  the  role  of  the  Commerce  Department  and 
]MARAD  developing  offshore  facilities. 

One  of  the  points  that  you  really  did  not  cover  in  your  testimony 
was  the  Commerce  Department's  view  as  to  the  States'  rights  in 
locating  these  facilities. 

Do  you  think  the  opinion  of  the  States  should  be  a  factor  in  de- 
ciding their  location? 

Mr.  Cook.  Yes,  I  do. 

Mr.  DU  Pont.  And  would  this  normally  be  something  considered 
by  the  Commerce  Department  in  making  recommendations  on  where 
to  locate  them? 

Mr.  Cook.  Yes,  it  would.  I  would  think  that  speaking  in  very 
practical  terms  that  one  would  expect  that  a  superport,  a  deep  draft 
offloading  facility,  a  monobuoy,  whatever  type  of  facility  you  wished 
to  discuss  would  not  be  put  in  place  by  private  interests  off  the  shore 
of  a  State  where  the  State  was  opposed  to  that  facility  being  put  in 
place. 

INIr.  DU  Pont.  And  would  the  Commerce  Department  more  or  less 
take  that  position  in  trying  to  give  its  opinion  ? 

Mr.  Cook.  I  would  expect,  Mr.  du  Pont,  it  would. 

Mr.  DU  Pont.  Well,  if  that  is  true,  Mr.  Cook,  I  do  not  understaiid 
this  report.  Here  is  a  study  prepared  in  July  of  1972  by  MAKAD 
in  which  MARAD  concludes  that  the  Delaware  Bay  is  the  place 
to  put  a  superport. 

This  report  was  prepared  1  year  after  the  Delaware  Legislature 
enacted  a  law  saying  that  we  did  not  want  superports,  and  there 
is  not  a  single  mention  of  that  legislative  decision  in  this  report. 

I  do  not  understand  how  what  you  just  said  can  be  consistent  with 
this  beautifully  prepared  report  by  ISIARAD. 

jMr.  Cook.  Well,  I  do  not  wish  to  make  artificial  distinctions.  I  think 
I  should  say,  however,  that  while  that  report  was  contracted  for  and 
sponsored  in  that  sense  by  ^lARAD,  that  the  conclusions  which  are 
stated  in  the  report  are  not  necessarily  ISIARAD  conclusions. 

INIr.  DU  Pont.  Well,  now,  are  you  saying  that,  to  use  the  current 
term,  in  MARAD's  oj^inion  this  is  inoperative  ? 

^Ir.  Cook.  No,  sir.  I  would  not  say  it  was  inoperative. 

Mr.  DU  Pont.  I  understand  you  paid  almost  $200,000  by  the  time 
you  are  through  to  have  this  done,  and  is  it  being  ignored  now? 

Let  me  put  the  question  another  way. 

When  you  contracted  this  study,  did  it  not  occur  to  the  Commerce 
Department — remember  now,  1  year  after  Delaware  passed  its  law — 
did  it  occur  to  the  Commerce  Department  to  suggest  that  factor 
of  State  preference  at  least  ought  to  be  one  of  the  considerations 
included  in  the  study? 

Mr.  Cook.  Well,  based  upon  your  statement  of  the  timing  I  should 
say,  Congressman,  that  it  certainly  should  have  occurred  to  IMARAD. 
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However,  the  Soros  report  was  commissioned  in  March  1971,  3 
months  before  the  Delaware  Coastal  Zoning  Act  was  enacted.  By  the 
time  the  report  was  finalized,  in  March  1972,  the  Delaware  legislature 
had  acted.  I  would  agree  with  you,  Congressman  Du  Pont,  that  the 
preference  of  the  State  of  Delaware  should  have  been  a  factor 
considered  in  the  report.  However,  the  prinicipal  issue  to  which  the 
report  addressed  itself  was  whether  a  deepwater  terminal  was  econo- 
mically feasible. 

Mr.  DU  PoixT.  Well,  now,  your  reply  as  to  the  Commerce  Depart- 
ment not  necessarily  endorsing  the  conclusions  of  this  report;  this 
was  a  study  prepared  by  Soros  associates,  but  it  is  entitled  "Execu- 
tive Paper"  of  the  U.S.  Maritime  Administration.  I  do  not  find  any 
disclaimer  in  here  that  it  is  not  the  conclusion  of  the  Commerce 
Department.  This  report  concluded  that  Delaware  Bay  is  where  the 
superport  ought  to  be,  and  that  is  documented  all  through  here. 

Here  is  a  glorious  picture,  but  just  look  at  the  sunset  over  Delaware 
Bay  in  full  color.  I  do  not  know  if  the  chairman  has  seen  that.  But 
I  can  see  a  loving  couple  walking  along  holding  hands  with  a  little 
child  following.  Then  you  find  the  JNIaritime  Administration  studied 
32  different  sites,  and  on  page  24,  when  you  review  these  sites,  there 
is  one  paragraph  devoted  to  the  32,  and  then  there  are  five  more 
paragraphs  devoted  to  the  five  better  sites,  and  then  there  are  15 
pages  on  how  Delaware  Bay  is  going  to  be  a  magnificent  place  to  put 
this  facility,  and  there  is  a  map  showing  where  the  superport  ought 
to  be  located :  right  off  of  Rehoboth  Beach. 

Let  me  see  if  I  can  find  it  here. 

There  is  the  Avhole  thing  right  there,  a  map  of  Delaware  included, 
showing  where  the  superport  is  going  to  be,  and  the  question  I  would 
ask  you  is,  is  this  report,  or  is  it  not,  the  view  of  the  Commerce 
Department  ? 

Mr.  DowxiNG.  If  the  gentleman  will  yield,  Mr.  Cook  is  thinking. 

IMr.  DU  PoxT.  Be  happy  to  let  him  think. 

Mr.  DowxixG.  This  report  recommended  within  the  confines 
of  Delaware  Bay  was  the  proper  place. 

Mr.  DU  PoxT.  8  miles  offshore,  and  they  studied  32  sites,  and  5 
final  sites,  selected  1  of  them  just  off  the  Delaware  Bay,  2  within 
Delaware  Bay,  2  more  further  north  off  New  Jersey. 

Mr.  DowxixG.  Thank  you. 

Mr.  Cook.  Thank  you,  Mr.  Chairman. 

Congressman  du  Pont,  could  you  repeat  your  question? 

Mr.  DU  PoxT.  Is  the  position  of  the  Commerce  Department  that 
the  superport  ought  to  be  located  in  Delaware  Bay  ?  In  other  words, 
does  the  Commerce  Department  endorse  this  report,  or  does  it  not 
endorse  it? 

IMr.  Cook.  I  will  have  to  say  it  is  not  the  position  of  the  Commerce 
Department  that  the  superport  should  be  located  in  Delaware  Bay, 
and  to  the  extent,  if  that  is  a  lack  of  endorsement  of  the  report,  I 
would  say  we  do  not  endorse  the  report. 

I  think,  though,  that  I  should  go  back  and  reiterate  that  at  the 
Maritime  Administration,  at  the  Commerce  Department,  at  many 
Government  departments,  I  am  sure  you  have  situations  where  re- 
search and  studies  are  contracted  for. 
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The  chief  officials  of  the  agency  involved  may  or  may  not  agree 
with  the  results  of  the  studies  so  contracted  for. 

In  this  particular  instance  you  have  a  study  contracted  for  which 
looks  at  U.S.  oil  import  needs,  the  economics,  and  comes  up  with 
certain  conclusions  about  in  its  own  frame  of  reference  of  oil  needs 
and  economics,  a  certain  ideal  or  preferred  location. 

As  you  have  pointed  out  very  well,  the  study  does  not  deal  with 
some  of  the  realities  and  some  very  important  factors  that  should  be 
considered  in  terms  of  what  the  feelings  of  the  people  of  the  State 
of  Delaware  are  on  the  subject. 

Mr.  Du  Pont.  Well,  I  would  hope,  Mr.  Cook,  that  we  could  have 
for  the  record  a  statement  from  the  JSIaritime  Administration  as  to 
whether  the  conclusion  of  this  report  is  an  official  statement;  as  to 
whether  the  conclusion  of  this  report  is  a  conclusion  of  the  Commerce 
Department  with  your  seal  on  it  recommending  the  port  of  Delaware 
Bay. 

If  that  is  not  the  recommendation,  I  think  the  committee  ought 
to  have  that  in  writing  from  the  department.  Maybe  you  can  supply 
that  for  the  record. 

Mr.  Cook.  Be  very  happy  to  supply  what  I  trust  will  be  a  satis- 
factory response  for  the  record. 

Mr.  DTT  PoxT.  Thank  you. 

[The  following  was  supplied  for  inclusion  in  the  record :] 

The  position  of  tliis  agency  has  been  that  there  is  a  critical  need  for 
pollution-free  deepwater  terminals  somewhere  off  the  coast  of  the  United 
States  to  accommodate  existing  and  soon-to-be-built  bulli  liquid  carriers 
which  exceed  the  depth  limitations  of  our  U.S.  ports. 

Delaware  Bay  is  one  of  many  potential  sites  which  have  been  considered 
in  a  variety  of  studies  performed  on  behalf  of  industry  and  for  state,  Federal 
and  foreign  governmental  agencies.  The  investigation  into  the  feasibility  of 
the  construction  of  deepwater  terminals  off  tlie  coast  of  the  United  States 
conducted  under  contract  by  Soros  Associates  found  that  a  site  located 
outside  Delaware  Bay  was  preferable  to  several  alternate  locations  within 
the  Bay. 

Our  view  is  that  the  specific  location  of  such  a  deepwater  facility  would 
have  to  be  determined  by  teclmical,  environmental  and  economic  constraints, 
the  wishes  of  affected  coastline  states,  and  legal  and  safety  considerations. 
No  final  determination  has  been  reached.  Our  efforts  have  been  directed 
toward  stimulating  the  process  by  which  those  interested  in  establishing  a 
facility  can  bring  the  concept  into  reality.  It  is  not,  and  has  never  been, 
the  intent  of  the  Department  of  Commerce  to  select  a  particular  location. 

Neither  tliis  agency  nor  the  Soros  Report  concluded  that  the  superport 
should  be  built  in  Delaware  Bay.  A  location  in  Delaware  Bay  near  Cape  May 
was  cited  in  the  Report  as  being  the  "least  cost"  solution,  but  a  location 
Si/o  miles  outside  of  Delaware  Bay  was  cited  as  being  economically  and 
technically  feasible  and  "a  preferred  site  from  the  environmental  point  of 
view."  Consequently,  the  latter  site,  located  outside  Delaware  Bay,  was  the 
site  given  the  greatest   amount   of  detailed   study. 

While  the  analysis  in  the  Soros  feasibility  study  of  a  North  Atlantic 
Deepwater  Oil  Terminal  (NADOT)  provided  much  valuable  information,  it 
did  not  bind  the  Department  of  Commerce  in  regard  to  location  or  type  of 
facility.  This  research  effort  did  not  and  does  not  preempt  other  efforts 
comparing  alternative  solutions  to  channel  dredging.  The  Maritime  Adminis- 
tration has  made  this  clear  in  testifying  at  Regional  Deep  Draft  Port  Studv 
public  hearings  held  by  the  Corps  of  Engineers  in  New  Orleans  on  April  19, 
1972.  in  New  York  on  Mary  25,  1972,  and  more  recently  in  San  Francisco 
on  .Tune  20,  1973.  At  all  of  these  hearings,  the  Maritime  Administration's 
support  of  a  deepwater  liquid  brilk  transshipment  facility  was  enunciated 
without  indicating  any  preference  as  to  a  particular  site. 
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Mr.  DU  PoxT.  ]\Ioving  on  to  some  other  questions  about  this  report, 
one  of  the  things  that  Mr.  Johnson — and  I  am  not  sure  of  his  title — 
said  when  he  testified  on  Tuesday,  was  that  the  most  economic  means 
of  getting  oil  into  this  country  was  through  monobuoys,  and  that 
was  the  result  of  his  study. 

The  Corps  of  Engineers  in  the  study  they  did  on  the  feasibility  of 
offshore  facilities  also  considered  monobuoys. 

There  are  100  monobuoys  in  operation  at  various  places  in  the 
world,  and  there  is  nothing  in  this  report  about  monobuoys.  That 
would  seem  to  me  another  oversight  in  preparing  this  report. 

Mr.  Cook.  Well,  perhaps,  Congressman,  our  choice  of  experts  may 
not  have  been  as  good  as  it  should  have  been. 

I  think  another  factor,  and  I  hesitate  to  get  too  deeply  involved 
in  this,  because  I  do  view  it  as  technically  beyond  my  competence, 
but  I  believe  though  another  factor  may  be  that  at  a  given  location 
one  type  of  facility  may  be  appropriate,  whereas  at  another  loca- 
tion another  type  facility  may  be  appropriate. 

It  is  my  understanding  that  in  the  Gulf  of  Mexico  with  the  loop 
project  and  sea  dock  project  going  forward  there,  that  those  will 
be  monobuoy  projects,  and  that  a  monobuoy  can  be  expected  to 
function  very  well  in  the  Gulf  of  ]\Iexico. 

On  the  other  hand,  w^hether  a  monobuoy  would  function  well  off 
the  coast  of  New  Jersey  or  in  the  Delaware  Bay,  I  am  uncertain. 

[The  following  was  submitted  for  inclusion  in  the  record:] 

Mouo-buoys  were  considered  seriously  in  the  initial  stages  of  tlie  study  but 
were  rejected  for  two  reasons :  first,  such  a  system  lacks  the  ability  to 
contain  oil  spills  in  the  absence  of  a  breakwater ;  second,  wave  conditions 
were  expected  to  limit  berth  availability  at  a  mono-buoy  to  60-70  percent 
in  the  North  Atlantic,  whereas  a  protected  offshore  platform  could  anticipate 
a  berth  availability  of  90  percent  or  more.  It  was  known  that  New  Jersey 
had  previously  rejected  a  mono-buoy  application  at  Long  Branch  and  at 
Cape  May,  because  a  mono-buoy  system  was  considered  to  be  a  threat  to 
the  beaches.  To  avoid  a  similar  impasse,  we  required  Soros  to  provide  some 
positive  means  of  containing  oil  spills.  The  most  positive  means  of  protec- 
tion was  believed  to  be  the  use  of  containment  booms  which  require  some 
degree  of  wave  protection.  This  is  not  feasible  at  a  mono-buoy  in  100  feet 
of  water. 

This  does  not  detract,  however,  from  our  full  acceptance  of  mono-buoys 
at  some  sites  because  of  the  assurance  provided  in  the  Coimcil  on  Environ- 
mental Quality  study  on  offshore  facilities.  That  study  indicated  that  a 
facility  25  miles  offshore  would  be  sufficiently  distant  to  prevent  spilled  oil 
from  causing  damage  to  the  shore.  We  are,  as  a  matter  of  fact,  working 
■with  private  industry  to  encourage  improvements  in  design  and  operation 
of  mono-buoys  in  deepwater  to  minimize  the  possibility  of  spills,  and  to 
maximize  berth   availability  during  inclement  weather. 

IMr.  DU  PoxT.  Well,  I  appreciate  your  difficulty  in  answering 
some  questions  about  this  unusual  report. 

Among  the  32  sites  included  in  here  are  the  gulf  coast  sites,  and 
apparently  the  conclusion  was  that  a  monobuoy  in  Louisiana  was 
not  as  good  as  an  offshore  terminal  in  the  Delaware  Bay.  It  con- 
fuses me. 

]\Ir.  Cook.  Well,  Congressman,  I  doubt  that  I  will  be  able  to 
resolve  your  dissatisfaction  with  the  report  here  this  afternoon. 

I  would  like  to  respond  along  that  point,  to  go  back  again  to  the 
fact  that  economic  considerations,  U.S.  oil  import  needs  and  costs 
were  factors  which  drove  the  conclusion  in  the  minds  of  the  people 
who  prepared  the  report  to  their  end  result. 
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I  am  sure  that  among  other  things  they  may  have  taken  into 
consideration  the  relative  refinery  capacity  on  the  gulf  coast  versus 
the  relationship  of  the  refinery  capacity  to  consumption  in  the 
northern  United  States. 

INIr.  DU  PoxT.  Well,  I  am  sure  you  are  not  going  to  be  able  to 
resolve  this  report  to  my  satisfaction  this  afternoon,  but  I  think 
we  might  also  have  you  supply  for  the  record,  if  you  will,  how  many 
of  the  taxpayers'  dollars  were  consumed  by  Sorros  Associates  in 
preparing  this  report  so  that  we  can  judge  value  we  can  get  for 
our  money  on  an  objective  scale. 

Now,  another  problem,  it  seems  to  me,  on  pages  22  and  23  of  this 
report,  you  describe,  or  the  consultant  describes  in  some  detail  the 
dano-ers  and  hazards  associated  with  oil  spills,  and  the  damage  that 
can  be  done  to  ecology  by  oil  spills.  We  have  had  a  parade  of  wit- 
nesses before  this  committee,  and  unanimously  they  have  recom- 
mended that  offshore  oil  terminals  be  built  as  far  offshore  as  possi- 
ble. This  report  lists  all  the  dangers  of  oil  spills,  points  out  all  the 
hazards,  and  then  recommends  building  a  port  right  smack  up 
against  the  coast,  not  out  on  the  Continental  Shelf  where  every- 
body seems  to  recognize  they  ought  to  be. 

Now,  I  do  not  understand  that  reasoning  either. 

]Mr.  Cook,  I  think  I  will  have  to  respond  to  that  for  the  record. 

]Mr.  DU  Pont.  All  right,  perhaps  you  would  do  that. 

[The  following  information  was  supplied  for  the  record:] 

To  respond  to  the  first  of  your  questions,  Congressman  DuPont,  the  total 
cost  of  the  study  including  all  amendments  and  supplementary  material  was 
$477,232. 

Your  second  question  relates  to  the  recommendation  of  the  Soros  Report 
that  the  offshore  facility  be  located  close  to  the  Delaware  coast  rather  than 
further  out  on  the  continental  shelf.  A  site  8^^  miles  off  Cape  Henlopen 
was  selected  for  more  detailed  study  because  of  certain  natural  features 
which  made  it  suitable  for  such  a  facility.  At  that  point,  a  50  foot  shoal 
exists  on  the  seaward  side  of  a  natural  trench  with  a  depth  of  over  100  feet. 
Moreover,  that  site  placed  the  terminal  outside  of  the  main  shipping  lanes 
and  thus  was  considered  desirable  from  the  standpoint  of  minimizing  the 
chance  of  collision.  The  adjacent  shoal  permitted  economical  construction 
of  the  rubble  mound  breakwater  which  was  then  considered  necessary  to  give 
an  acceptable  degree  of  protection  to  the  tei-minal. 

A  location  very  far  offshore,  while  practical  for  a  mono-buoy  system, 
would  prove  quite  expensive  for  a  land-fill  island-type  terminal  facility. 

Mr.  DU  Pont.  I  have  only  one  more  question,  ]\Ir.  Cook,  and  that 
concerns  the  Coastal  Zone  Management  Act  that  was  passed  by  the 
Congress  last  year,  which  I  believe  the  JNIaritime  Administration 
administers. 

Mr.  Cook.  No,  the  Department  of  Commerce. 

]\Ir.  DU  Pont.  I  am  sorry,  the  Department  of  Commerce. 

Well,  do  you  believe  in  light  of  the  provisions  of  this  act,  and 
maybe  you  are  not  the  one  to  answer  this  question  and  you  would 
want  to  consult  with  your  associates,  do  you  believe  under  the  pro- 
visions of  this  act  that  any  further  statute  licensing  of  superports 
is  necessary,  because  this  act  does  provide  for  a  review  of  all  struc- 
tures built  in  the  coastal  zone,  and  so  forth,  and  could  we  not 
license  the  superports  under  this  Coastal  Zone  Management  Act? 

]Mr.  Cook.  Congressman  du  Pont,  before  answering  that  I  would 
like  to  consult  with  counsel  for  NOAA,  who  are  responsible  for 
administering  the  act. 
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Mr.  Du  Pont.  I  think  it  would  be  helpful  so  not  to  take  the  time 
of  the  committee  if  you  could  provide  that  information  for  the 
record  also. 

Mr.  Cook.  I  will  be  happy  to  do  so. 

Mr.  DU  Pont.  Thank  you. 

[The  information  referred  to  follows :] 

The  Coastal  Zone  Management  Act  ("CZMA",  86  Stat.  1280-1289,  16  U.S.C. 
1451-1464)  provides  coastal  states  with  the  authority  to  determine  the  type 
of  structure  that  may  be  built  on  their  shoreline  and  in  coastal  waters 
extending  "seaward  to  the  outer  limit  of  the  United  States  territorial  sea". 
(CZMA,  §  304(a)).  This  outer  limit  of  the  territorial  sea  is  generally 
construed  to  be  a  line  three  geographical  miles  distant  from  a  state's  coast- 
line. Deepwater  terminals  will  be  located  well  beyond  the  three-mile  coastal 
zone  and  hence  beyond  the  jurisdiction  of  the  states  to  license  or  regulate. 
Thus,  while  the  Coastal  Zone  Management  Act  may  provide  for  review  of 
all  structures  built  in  the  coastal  zone,  a  superport  facility  would  be  outside 
of  that  zone  and  therefore  not  subject  to  the  CZMA's  jurisdiction. 

As  a  practical  matter,  however,  a  state  wiU  have  some  control  over  the 
construction  of  offshore  terminals  beyond  the  coastal  zone  through  its  control 
over  pipelines  and  shoreside  facilities,  the  necessary  complements  to  a  deep- 
water  terminal.  While  such  pipelines  could  connect  the  terminal  to  storage 
and  refinery  facilities  in  a  nearby  state  and  thereby  avoid  a  state's  authority 
under  its  coastal  zone  management  program,  such  an  eventuality  appears 
economically  impractical  and  hence  unlikely. 

Mr.  Downing.  Mr.  Breaux? 

Mr.  Breatjx.  Thank  you,  Mr.  Chairman. 

Thank  you,  Mr.  Cook,  for  your  testimony  this  morning,  and  I 
share  with  Mr.  du  Pont  his  hopes  that  the  Department  of  Com- 
merce report  does  not  recommend  the  Delaware  Bay  as  a  deepwater 
port. 

I  would  like  to  see  the  report  recommend  Louisiana  instead. 

One  of  the  reasons  or  justifications  for  having  a  deepwater  port 
under  the  jurisdiction  of  the  Department  of  Interior,  as  I  remem- 
ber the  testimony  this  morning,  was  that  the  Department  of  In- 
terior, under  the  Outer  Continental  Shelf  Act,  regulates  the  off- 
shore drilling  platforms  and  the  lease  sales,  and  therefore  this  would 
be  an  analogous  situation.  A  deepwater  port  should  also  fall  under 
their  jurisdiction  because  it  is  very  similar  in  scope  and  purpose. 

My  question  concerns  the  difference  between  deepwater  ports 
and  offshore  drilling  platforms.  On  the  one  hand,  we  are  talking 
about  a  platform  located  perhaps  on  the  Continental  Shelf  that  is 
there  for  the  purpose  of  taking  something  out  of  the  sea  bottom, 
that  being  oil,  whereas,  a  deepwater  port  facility  is  more  of  a  float- 
ing dock  or  floating  terminal  perhaps,  where  nothing  is  being 
mined  or  taken  out  of  the  sea  bed,  but  is  a  temporary  stopping  off 
point  for  imported  crude  oil. 

Do  you  have  any  problem  with  the  analogy  or  justification  that 
was  presented  this  morning  for  deepwater  ports  being  under  the  juris- 
diction of  the  Department  of  Interior  based  on  that  reasoning? 

Mr.  Cook.  Well,  I  would  not  differ  with  the  justification  that 
was  presented  this  morning. 

Having  said  that,  I  would  also  say  that  I  would  view  you  as  being 
quite  correct  in  the  distinction  you  have  made,  and  I  believe  it  is 
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a  part  of  the  legislative  package.  Certain  amendments  are  required 
whicli  have  to  take  into  account  the  fact  that  Interior  will,  in  this 
instance,  be  dealing  not  with  minerals  extracted  from  the  surface 
or  subsurface,  but  with  simply  the  transporting  function. 

At  the  same  time.  Interior  in  its  present  role  does  license  and 
regulate,  does  have  responsibility  for  the  gas  and  oil  gathering 
lines  that  are  in  place  in  the  Gulf  Coast,  and  while  the  analogy  is 
not  precise,  I  think  it  is  nevertheless  an  appropriate  one. 

JNIr.  Breaux.  But  you  do  see  the  very  definite  difference  between 
the  analogy  from  overseeing  a  drilling  facility  which  is  actually 
taking  minerals  or  oils  in  this  case  off  of  the  outer  Continental 
Shelf,  and  one  that  is  just  a  temporary  port  which  will  hold  im- 
ported crude. 

]\Tr.  Cook.  Yes,  I  do. 

Mr.  Beeatjx.  INIaybe  INIr.  Pollock  would  be  the  one  to  answer  this 
question,  but  would  you  envision  any  expansion  of  NOAA's  duties 
if  they  are  to  be  the  agency  to  regulate  a  deepwater  port  facility? 
]Mr.  Cook.  I  would  have  to  defer  to  INIr.  Pollock  on  that. 
Mr.   Breaux.  I  guess  perhaps  INIr.  Pollock  is  again  the  one  to 
answer  this  question,  but  let  me  ask  it  of  you,  Mr.  Cook,  if  I  may. 
Concerning  the  effect  a  deepwater  port  would  have  on  marine 
environment  and  life  surrounding  the  area  where  it  is  located,  can 
we  draw  an  analogy  of  the  effect  of  offshore  drilling  platforms  on 
marine  life  at  the   present   time?    From   an   environmental   stand- 
point do  you  see  the  two  as  having  the  same  effect  on  marine  en- 
vironment ? 

Mr.  Cook.  I  can  see  some  similarities.  I  am  afraid  that  I  am 
really  not  qualified  to  answer  the  question.  I  think  that  it  would 
depend  upon  the  type  of  offshore  facility  one  is  considering. 

^Ir.  Breaux.  We  are  talking  about  one  that  is  going  to  hold 
crude  oil. 

Mr.  Cook.  ISIultiple  monobuoys  with  pipelines  going  into  the 
shore,  it  would  seem  to  me  the  environmental  concerns  would  be 
similar. 

]\Ir.  Breaux.  Are  you  in  position  to  state  what  effect  on  the  en- 
vironment, on  the  ecology,  and  on  marine  resources  that  offshore 
drilling  platforms  have  on  the  environment? 
INIr,  Cook.  No,  sir. 

Mr.  Breaux.  Would  that  be  Mr.  Pollock's  area  ? 
Mr.  Cook.  Yes,  it  would  be. 
My.  P)Reaux.  I  thank  you. 
Thank  you,  INIr.  Chairman. 
jNIr.  Downing.  Does  counsel  have  a  question? 

]Mr.  Hetward.  ]Mr.  Cook,  in  connection  with  the  immediate  in- 
crease in  oil.  referring  to  the  study  that  Mr.  du  Pont  was  talking 
about,  it  is  my  understanding  that  that  study  for  the  JNIaritime 
Administration,  whether  it  is  endorsed  or  not,  is  talking  in  terms 
of  the  present  need  for  an  additional  2  million  barrels  per  day. 

Is  that  your  recollection  of  what  it  is  saying  at  this  time,  and 
that  it  will  gradually  build  up  over  the  next  10  or  15  years,  and 
then  level  off? 

I  might  say  those  are  the  figures  that  I  get.  I  think  you  were 
talking  in  terms  of  500  million  tons  every  year  which  is  converted 
into  two  million  barrels  per  day. 
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]Mr.  Cook.  I  Avoiild  want  to  refresh  my  recollection  on  this  study. 
[The  information  follows:] 

111  1972,  the  average  import  rate  for  crude  oil  and  refined  petroleum 
products  was  4.7  million  barrels  per  day.  Current  figures  indicate  an 
average  daily  rate  of  7.1  million  barrels,  an  increase  of  2.4  million  barrels 
daily  over  last  year. 

The  National  Petroleum  Council  projects  waterborne  imports  of  crude  oil 
and  refined  products  at  11.6  million  barrels  per  day  by  1985 ;  Department 
of  Commerce  projections  run  even  higher  at  13.7  million  barrels  per  day 
by  1985. 

Whether  the  need  for  imported  oil  will  increase  beyond  1985  is  difficult 
to  predict.  Some  estimates  indicate  that  our  need  to  import  both  crude  oil 
and  refined  products  will  continue  to  increase  beyond  1985.  Other  estimates 
assume  that  the  domestic  production  of  oil  and  the  development  of  alternate 
energy  sources  will  increase  and  that  we  can  expect  a  leveling-off  of  imports 
before  1990.  At  this  time  it  is  difiicult  to  be  sure  which  estimates  are  the 
more  accurate  ones.  It  is  clear  in  either  case  that  the  importation  of  both 
crude  and  refined  petroleum  will  increase  dramatically  in  the  next  10  to 
15  years. 

Mr.  Hetward.  We  have  some  of  the  figures  from  other  sources 
in  testimony  before  the  committee  that  that  is  about  the  level  that 
we  need  to  increase  our  imports  within  the  next  year.  We  need  to 
meet  the  increasing  demand.  That  report  says,  as  I  recall,  that  the 
first  needed  terminal  was  an  east  coast  terminal,  that  the  second 
terminal  would  be  on  the  west  coast,  and  the  gulf  coast  would  need 
an  additional  reception  facility  some  time  around  1980. 

That  is  pretty  inconsistent  with  other  testimony  we  have  heard. 

First  of  all,  I  would  suppose  that,  wherever  additional  imports 
are  coming,  they  would  be  coming  toward  present  refinery  capacity, 
and  I  think  that  would  probably  determine  the  first  input  of  in- 
crease. 

Second,  since  the  west  coast  demand  now  is  pretty  close  to  supply, 
and  there  is  no  additional  demand  at  the  present  moment,  I  wonder 
why  they  would  talk  in  terms  of  a  Pacific  coast  need  for  an  offshore 
terminal.  That  left  me  a  little  confused,  frankly. 

Are  3'ou  familiar  enough  with  the  study  to  respond  to  that  ques- 
tion, and  if  not,  would  you  respond  to  it  in  writing? 

]\Ir.  Cook.  Counsel,  I  would  prefer  to  respond  to  it  in  writing. 

[The  information  referred  to  follows :] 

The  position  of  the  Maritime  Administration  on  the  need  for  West  Coast 
superports  was  most  recently  noted  by  Mr.  Thomas  .T.  Patterson,  the 
Western  Region  Director,  in  a  statement  to  the  United  States  Army  Corps 
of  Engineers  in  San  Francisco  on  .Tune  20.  1973.  In  that  statement  Mr. 
Patterson  pointed  out  that  the  need  for  a  deepwater  port  was  less  acute 
on  the  West  Coast  than  on  either  of  the  other  two  United  States  coastlines, 
but  that  such  a  port  would  be  needed  eventually.  The  majority  of  West  Coast 
ports — with  the  notable  exceptions  of  Puget  Sound  and  Long  Beach,  California 
■ — ciinnot  accept  nor  V)e  made  to  accept  any  bulk  carrier  larger  than  80,000 
DWT  due  to  channel  depths  from  30  to  45  feet  that  cannot  feasibly  be 
deepened.  Long  Beach  and  Puget  Sound,  while  able  now  to  take  VLCC's, 
.should  probably  be  bypassed  for  such  activities  l^ecause  of  the  danger  of 
collisions  and  groundings  due  to  channel  congestion. 

Tlie  eventual  need  for  superport  facilities  on  the  West  Coast  can  be 
demonstrated  by  viewing  the  forecasts  for  import  needs  in  the  future.  The 
Soros  Report  indicates  tliat  the  AVest  Coast  imported  a  total  of  68.17  million 
bbls.  of  crude  and  refined  oil  in  1969.  The  report  projects  an  increase  to 
686  million  bbls.  annually  in  1985.  A  recent  Army  Corps  of  Engineers  study 
projects   an   even    higher   demand.    Crude   oil   imports   to    the    West    Coast   in 
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1980  are  projected  at  3.2  million  bbls.  daily.  This  projected  demand  constitutes 
oil  import  requirements  from  10  to  16  times  greater  than  present  levels.  At 
some  point,  deepwater  facilities  to  receive  VLCC's  must  be  considered  on 
the  West  Coast. 

Mr.  Heyavard.  Now,  getting  back  to  Mr.  du  Font's  question  about 
the  Coastal  Zone  Management  Act.  If  you  will  look  at  that  you 
will  find  that  the  act  is  applicable  only  inside  the  3-mile  limit,  so 
that  it  would  not  directly  provide  any  authority  for  offshore  termi- 
nal licensing.  But  I  think  that  the  point  that  lie  was  aiming  at  is 
very,  very  important,  and  that  is  that  had  the  administration  pro- 
vided funding  for  the  Coastal  Zone  Management  Act,  many  of  the 
States  could  have  moved  with  even  more  rapidity  than  they  have 
moved,  come  up  with  coastal  zone  management  programs,  and  their 
decision  making  progress  would  be  far  enough  along  so  that  it 
would  almost  dictate  the  reasonable  locations  of  any  ports  offshore. 

If  I  may  say  so,  I  think  the  lack  of  funding  of  the  Coastal  Zone 
Management  Act  has  delayed  State  decisions,  in  many  cases  as 
much  as  a  year  and  a  half,  on  the  very  problem  the  administration 
is  now  saying  very  pressingly  we  must  go  forward. 

I  do  not  know  that  we  are  going  to  change  their  minds,  but  they 
are  talking  in  terms  of  waiting  for  an  overall  land  use  policy. 

Assuming  that  the  Congress  moves  very  rapidly,  it  is  then  going 
to  take  the  States  an  additional  several  years  to  come  up  with  a 
land  use  program  which  that  type  of  legislation  will  require,  in- 
stead of  using  legislation  which  is  already  on  the  books,  and  which 
the  Department  of  Commerce  has  responsibility  to  implement. 

In  connection  with  the  shipyard  impact  of  this  bill,  I  think  this 
is  a  very  important  aspect. 

You  mentioned  Todd  Shipyard  and  its  plans.  How  long  will  it 
take  Todd  Shipyard,  if  it  carries  forward  with  its  plans,  to  be  in 
a  position  to  construct  a  500,000  deadweight  ton  tanker?  Do  you 
have  any  idea? 

Mr.  Cook.  Counsel,  I  will  have  to  say  that  their  current  design 
work  has  been  directed  toward  the  smaller  tanker. 

Mr.  Heyward.  I  understand  that,  that  they  have  not  yet  con- 
verted, so  to  speak,  to  the  additional  capacity,  but  I  wonder  if 
under  their  present  planning  you  have  any  idea  when  they  would 
be  ready  to  actually  start  work,  or  to  accept  a  contract  to  build  one. 

Mr.  Cook.  I  would  have  to  verify  that  with  the  Todd  people. 

[The  following  information  was  submitted  in  response  to  the 
above :] 

Todd  Shipyard  is  actively  soliciting  orders  for  the  380,000  deadweight  ton 
tankers.  They  tell  us  that  financing  has  been  arranged  to  complete  necessary 
expansion  plans  but  is  contingent  upon  receipt  of  a  six-ship  minimum  order. 
They  are  presently  ready  to  accept  a  contract  to  build  and  would 
commence  yard  expansion  plans  immediately  upon  receipt  of  contracts  for 
six  or  more  vessels. 

Mr.  Hetward.  It  seems  to  me  that  this  opens  a  very  important 
door  to  increasing  the  number  of  U.S.-flag  vessels  of  the  larger 
size. 

As  I  understand  it,  we  are  in  a  position  where  our  shipyards 
cannot  build  much  larger  tankers  than  the  five  or  six,  I  believe,  that 
are  not  now  under  contract.  Is  that  not  so  ? 
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]Mr.  Cook.  Well,  I  believe  that  in  part  it  is  yes,  and  if  I  may 
elaborate. 

I  believe  Newport  News  Shipbuilding  &  Drydock  are  in  the 
process  of  going  forward  with  new  yard  construction  there.  It  is  in 
specific  purpose  to  deal  with  the  LNG  orders  which  they  have  re- 
ceived, but  it  is  my  understanding  it  will  be  a  yard  capable  of 
VLCC  construction  as  well. 

Mr.  Heyward.  Of  what  size? 

Mr.  Cook.  It  is  my  understanding  that  it  would  be  500,000  dead- 
weight tons. 

Mr.  Hey^vard.  I'm  glad  you  mentioned  LNG.  I  want  to  go  into 
that  area  at  least  briefly. 

In  considering  the  construction  of  these  offshore  ports,  it  has  all 
been  based  on  a  need  for  importing  oil. 

While  we  are  talking  about  offshore  ports,  is  any  serious  consid- 
eration being  given  to  either  cooperative  use  for  other  cargoes,  or 
future  use  of  other  cargoes,  such  as  LNG,  or  is  it  not  technically 
feasible  to  pipe  LNG  from  offshore? 

Mr.  Cook.  Well,  I  think  that  consideration  has  been  given,  yes, 
extensive  consideration  I  believe  was  given,  both  within  the  Mari- 
time Administration  and  by  members  of  the  Wliite  House  study 
group,  and  really  all  of  the  agencies  with  any  interest  in  superports 
were  involved  in  the  "White  House  study  group. 

We  looked  at  there  the  need  for  bulk  handling  facilities,  for  coal 
exports,  for  ore  imports,  and  costs  associated  with  the  facility  that 
could  handle  other  bulk  commodities. 

The  conclusion  that  was  reached  was  that  at  the  present  time, 
and  for  the  near  term  future,  the  important  concern  is  the  oil  off- 
loading concern. 

Now,  LNG  certainly  with  the  U.S.  energy  needs  is  a  legitimate 
area  of  question,  and  Avould  have  been  a  concern  except  that  the 
LNG  carriers  do  not  have  the  draft  problem  that  the  oil  carriers 
have. 

The  LNG  density  is  somewhat  less  than  the  density  of  water,  and 
the  vessels  ride  very  high  in  the  water. 

Mr.  Hetward.  I  would  suggest,  however,  that  aside  from  the 
draft  need,  and  aside  from  the  immediate  need  of  oil,  it  might  be 
wise  to  look  into  designs  which  could  incorporate  these  other  needs 
as  they  may  arise,  because  I  would  point  out  that  very  little  research 
and  very  little  information  is  available  on  the  potentive  environ- 
mental impact  of  a  LNG  casualty  in  a  U.S.  port. 

That  very  lack  of  knowledge,  it  seems  to  me,  suggests  that  one  of 
the  alternatives  might  be  to  offload  it  offshore. 

Mr.  Downing.  If  counsel  will  yield,  the  problem  there,  as  I  im- 
derstand  it,  is  that  LNG  has  to  be  kept  refrigerated  at  minus  269 
degrees  or  lower,  and  then  when  it  discharges,  and  it  gasifies  again, 
the  plant  that  does  this  operation  costs  in  the  neighborhood  of 
$1/2  billion. 

Mr.  Heyward.  I  understand  the  technical  problems,  Mr.  Chair- 
man, but  I  thought  that  LNG  could  move  through  pipelines,  so  I 
supposed  there  was  some  possibility. 

Mr.  Downing.  It  moves  as  gas,  but  not  as  a  liquid. 
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Mr.  Hetward,  I  have  no  other  question,  INIr.  Chairman,  except 
for  the  fact  that  it  is  correct,  is  it  not.  that  tankers  larp^er  than  say 
250,000  deadweight  tons  would  probably  be  concentrated  in  the  near 
East  trade,  rather  than  being  utilized  on  the  West  Coast. 

From  an  economic  feasibility  viewpoint,  is  it  not  true  that  there 
is  no  need  for  500,000  deadweight  tonners  coming  out  of  Valdez, 
Alaska,  for  instance,  if  the  Alaskan  Pipeline  was  actually  con- 
structed, or  am  I  wrong  in  that  assumption? 

]Mr.  Cook.  I  think  I  would  like  to  respond  to  that  for  the  record, 
but  I  think  that  I  would  like  to  say  on  that,  that  there  are  a  num- 
ber of  items  you  have  to  look  at  in  the  transportation  of  oil  on  a 
systems  basis,  looking  at  pipeline  capacity,  and  tanker  storage 
capacity  at  both  ends  of  the  delivery. 

I  believe  that  for  the  Valdez  West  Coast  run  smaller  tankers 
have  been  contemplated.  I  think  the  225.000  to  265,000  dwt's  that 
are  under  construction  in  this  country  are  contemplated  for  use  on 
the  Persian  Gulf,  U.S.  Coast,  but  in  either  event  they  will  require 
offloading  facilities  if  they  are  to  be  used  for  United  States  and 
not  transshipment. 

Their  contemplated  usage  is  in  the  Persian  Gulf-United  States 
runs. 

Mr.  PIetward.  One  final  request. 

In  connection  with  material  that  you  furnish  along  with  what 
INIr.  du  Pont  has  asked,  I  would  appreciate  it  if  you  would  include 
in  there  something  I  think  the  Commerce  Department  should  dis- 
cuss the  potential  impact  on  these  oft'shore  terminals  on  present  port 
areas. 

Nbw,  the  Commerce  Department  has  responsibilities  in  port  utili- 
zation, does  it  not? 

]Mr.  Cook.  Yes. 

Mr.  Heyward.  I  think  a  detailed  analysis  of  the  potential  impact 
of  the  offshore  terminals  on  present  port  facilities  might  be  very 
helpful  if  you  will  address  that  question. 

]Mr.  Cook.  We  will  be  happy  to  do  so. 

[The  information  follows:] 

The  potential  impact  of  offshore  terminals  on  existing  port  facilities 
should  be  minimal.  Presently,  most  oil  shipment  offloading  takes  place 
directly  at  the  refineries  or  through  submarine  pipelines  that  are  adjacent 
to  the  refineries.  An  example  of  this  situation  can  be  seen  in  the  Los 
Angeles/Long  Beach,  California  area  where,  of  the  15  refineries  receiving 
crude  oil,  only  two  do  so  through  separate  marine  terminals.  The  regular 
or  "traditional"  port  areas  therefore  will  not  be  significantly  affected  by 
construction  of  deepwater  ports  that  will  handle  bulk  loads  of  crude  oil. 
Moreover,  construction  of  superports  may  actually  have  a  beneficial  effect 
on  the  regular  port  areas  since  the  resultant  reduction  of  water  traffic  in 
already  overcongested  channels  should  lead  to  fewer  collisions  and  groiuid- 
ings.  Thus,  the  deepwater  port  facilities  should  have  sliglit  negative  effect 
on  present  port  facilities  and  may  even  result  in  more  efficient  ports. 

Mr.  DU  PoxT.  ]Mr.  Chairman,  on  the  basis  of  counsel's  question, 
I  w^onder  if  I  might  ask  a  couple  of  follow-up  questions? 

First,  in  regard  to  the  timing,  the  Sorros  study,  page  44,  gives 
a  chart  as  to  how  long  it  will  take  to  build  one  of  these  superports 
and  starting  planning  at  the  beginning  of  fiscal  1973,  that  is  last 
July,  the  answer  comes  out  late  fiscal  1978,  that  is  calendar  year 
1979,  before  the  thing  would  be  completely  in  oj^eration. 

Of  course,  a  year  has  gone  by,  so  that  puts  us  into  1979. 
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Now.  it  is  my  understanding  that  one  of  the  purposes  of  any  off- 
shore oil  facility  is  to  take  up  the  swing  years  between  now  and 
10  years  from  now,  when  hopefully  we  will  have  developed  some 
of  our  other  energy  resources  in  order  to  meet  our  energy  needs. 

If  it  is  going  to  take  that  long,  it  seems  to  me  that  7  of  our  10 
years  when  the  problem  is  critical  are  going  to  be  used  in  construct- 
ing something  that  we  would  like  to  have  right  away. 

Would  it  not  be  more  feasible  to  build  a  monobuoy  which  can  be 
done  rather  quickly? 

jNIr.  Cook.  Yes;  I  think  your  point  is  a  very  good  one. 

Mr.  Du  Pont.  Second,  there  is  an  estimate,  two  pages  long,  page 
46  of  the  report,  indicating  that  to  put  through  2  million  barrels 
a  day  through  a  superport,  the  cost  is  going  to  be  about  $500 
million.  That  is  a  little  higher  than  some  of  the  other  estimates 
that  we  have  had,  but  does  the  Commerce  Department  have  any 
estimate  of  the  shoreside  impact?  In  other  woids,  if  it  is  going 
to  take  $500  million  to  build  a  superport  offshore,  how  many 
millions  of  dollars  worth  of  refinery  and  petrochemical  equipment 
are  going  to  have  to  be  built  on  the  other  end,  onshoi-e,  to  handle  it  ? 

That  is  not  included  in  the  report,  and  I  wonder  if  you  have  any 
data  on  that. 

Mr.  Cook.  Well,  it  seems  to  me.  Congressman,  that  this  is  a 
matter  where  one  has  to  look  at  a  specific  site  location  to  make 
the  evaluation. 

First,  with  respect  to  the  cost  of  the  superport,  or  deepdraft 
oft'loading  facility,  one  can  be  talking  about  a  single  monobuoy, 
and  the  pipeline,  or  several  monobuoys  and  a  pipeline,  or  pipelines 
in  an  associated  way,  and  the  cost  there  is  very,  very  considerably 
less  than  $500  million. 

Certainly,  depending  upon  the  mileage  you  could  have  a  mono- 
buoy and  line  in  place  for  less  than  $1  million.  One  then  has  to 
look  at  the  shoreside  situation  if  there  are  refineries  and  petro- 
chemical plants  and  storage  facilities  already  in  place,  then  the 
shoreside  investment  would  not  be  very  large. 

Presumably,  some  shoreside  investment  will  be  required  in  almost 
every  case  because  of  the  large  capacity  that  you  are  putting 
through  in  the  short  time  range.  So  you  will  have  to  have  some 
additional  storage  facilities  in  most  cases. 

]Mr.  DU  Pont.  Well,  I  was  simply  using  your  $500  million  figure 
for  the  program  you  outlined  in  here,  and  surely  a  monobuoy  could 
be  done  for  a  lot  less. 

I  would  be  interested  for  the  record  to  know  if  the  Commerce 
Department  has  any  estimates  for  the  shoreside  costs  in  connection 
with  this  particular  recommendation,  particularly  what  kind  of 
facilities  they  foresee. 

jMr.  Cook.  Well,  I  would  be  happy  to  see  if  we  do  have  such 
estimates. 

[The  information  follows:] 

It  is  difficult  to  estimate  shoreside  development  costs  without  reference  to 
a  particular  site  and  project  design. 

Assume  that  a  mono-buoy  facility  is  installed  within  25  miles  of  the 
coastline,  and  oil  is  pumped  ashore  via  pipelines.  The  cost  for  such  offshore 
deepwater  installation,  including  associated  pumping  facilities,  connecting 
pipelines,  shoreside  storage  tanks,  surge  facilities,  and  necessary  connections 
to  a  master  pipeline  distribution  system,  would  be  approximately  $400,000,000. 
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It  can  be  anticipated  that  establislied  refineries  which  are  or  can  be 
serviced  by  a  master  crude  pipeline  would  expand  in  order  to  keep  up  with 
the  continued  rising  demand  for  refined  petroleum  products.  By  the  same 
token,  the  existing  petrochemical  complexes  will  also  expand.  To  estimate 
the  total  dollar  value  of  such  expansion  in  petroleum  product  refineries  and 
petrochemical  plants  at  this  time  would  be  highly  speculative  due  to  the 
current  complexity  of  the  whole  energy  question.  Estimates  have  been  made, 
based  upon  economic  impact  studies  done  in  Texas  and  Louisiana  in  support 
of  deepwater  port  facilities,  that  the  cost  of  new  refining  and  petrochemical 
facilities  could  exceed  $5.4  billion  by  the  year  2000.  However,  since  a  host 
of  factors  are  involved,  such  projections  must  be  considered  rough  estimates. 

Mr.  Cook.  I  think  I  should  perhaps,  and  perhaps  I  have  not 
emphasized  to  that  degree  in  my  earlier  responses,  that  the  Com- 
merce Department  certainly  does  not  endorse  the  Sorros  concept 
of  a  superport  as  a  means  of  dealing  with  the  problem  we  face 
today. 

It  certainly  appears  that  the  decisions  which  are  being  made  in 
the  private  sector,  in  cooperation  with  the  State  authorities,  for 
example,  in  the  State  of  Louisiana,  and  the  State  of  Texas,  where 
the  emphasis  is  on  monobuoys  and  offloading  facilities  for  deep 
draft  tankers,  it  certainly  appears  to  us  that  is  is  quite  a  sensible 
and  proper,  and  very,  very  commendable  way  to  deal  with  what 
appears  to  be  the  problem. 

Mr.  Du  Pont.  Well,  Mr.  Cook,  I  thank  you  very  much  for  your 
answers,  and  I  am  truly  sorry  that  Mr.  Blackwell  was  not  here 
today,  and  I  expect  you  are  too,  to  take  on  some  of  these  questions. 
And,  Mr.  Chairman,  I  would  like  to  suggest,  if  it  is  not  out  of 
order,  that  in  light  of  all  the  interest  in  this,  that  perhaps  we 
could  ask  Mr.  Blackwell  to  come  down  at  his  convenience,  and  see 
if  he  can  fill  us  in  on  some  of  these  answers. 

Mr.  Downing.  Mr.  Cook,  counsel  will  submit  questions  to  you  and 
I  would  like  you  to  return  the  answers  at  your  earliest  convenience. 

Mr.  Cook.  We  will  be  happy  to,  Mr.  Chairman. 

[The  questions  and  answers  follow:] 

Question  (1). — Assuming  enactment  of  H.R.  1501  or  similar  legislation, 
provide  a  five-year  cost  estimate  in  terms  of  monies  and  personnel  for 
MARAD  to  administer  its  responsihilities  under  such  legislation.  Also 
provide  information  as  to  the  specific  role  and  responsihilities  which  MARAD 
will  have  under  H.R.  7501  or  similar  legislation  and  how  MARAD  ivill 
implement  and  fulfill  these  functions. 

Answer  (1). — The  Maritime  Administration  views  its  responsibilities  under 
pending  superport  legislation  as  falling  into  3  general  areas :  assisting  the 
Department  of  Interior  in  licensing  superport  applicants ;  developing  an 
interface  between  such  facilities  and  the  merchant  shipping  industry ;  and 
providing  technical  assistance  to  government  and  industry  by  continued 
research  and  development. 

The  Maritime  Administration  has  developed  a  Deepwater  Ports  Facilities 
Program  in  response  to  the  need  for  such  offshore  facilities.  The  program 
has  three  distinct  project  areas,  described  below,  related  to  MarAd's  three 
areas  of  functional  responsibility : 

Project  I.  Support  of  the  Department  of  Interior  in  Licensing  Deepwater 
Ports. 

A.  Establish  working  liaison  with  all  interested  Federal  agencies. 

B.  Draft  terminal  criteria  for  deepwater  port  licensing. 

C.  Draft  procedural  framework  which  would  govern  the  issuance,  modifica- 
tion and  revocation  of  license. 

D.  Draft  criteria  for  the  regulation  of  deepwater  port  construction  and 
operation. 

E.  Submit  for  comment  the  drafts  of  deepwater  port  licensing  and  regula- 
tory criteria  to  other  concerned  Federal  agencies. 
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F.  Publish  proposed  licensing  and  regulatory  requirements  in  Federal 
Register  for  comment. 

G.  Prepare  final  licensing  and  regulatory  requirements  for  deepwater  ports. 
Project  II.  Deepwater  Ports  Operation  Interface   With  Maritime  Shipping. 

A.  Develop  an  economic  analysis  of  the  impact  and  interface  of  deepwater 
terminals  on  U.S.  shipping  policies  and  plans. 

B.  Determine  the  impact  of  deepwater  ports  on  conventional  ports  and 
establish  the  requirements  for  feeder  systems. 

C.  Study  terminal  designs  and  suggest  improvements. 

D.  Analyze  deepwater  operations  in  relation  to  intermodal  and  inter- 
national shipping  programs. 

E.  Establish  plans  for  Federal  control  of  deepwater  port  facilities  under 
national  emergency  conditions. 

F.  Maintain  industrial  liaison  and  foster  cooperative  development  of  off- 
shore terminals. 

Project  III.  Technical  Assistance,  Research  and  Development. 

A.  Develop  a  technical  analysis  of  port  operations,  anti-theft  and  weather 
protection  techniques,  and  equipment  development  and  demonstration 
programs. 

B.  Conduct  research  and  development  on  advanced  shipping,  port  operations 
and  design. 

C.  Analyze  commercial  shipping  operations. 

D.  Assist  the  proper  development  of  port  retention  facilities  and  environ- 
mental protection  safeguards. 

E.  Provide  technical  training  facilities. 

The  Maritime  Administration  has  also  been  asked  to  present  a  5-year 
funding  plan  for  these  projects.  The  following  tables  are  based  upon  the 
assumption  that  the  Department  of  Interior  will  ultimately  be  the  govern- 
mental agency  with  responsibility  for  licensing  the  deepwater  port  facilities. 

Any  substantial  change  in  the  legislation,  such  as  removing  the  primary 
licensing  authority  from  the  Department  of  Interior,  would  necessitate  a 
recalculation  of  project  responsibilities  and  funding  requirements. 

Time  frame 

Project  I Support  of  Department  of  Interior  in  Licensing  lst-2  years  (fiscal  years  1974  and  1975). 

Deepwater  Ports. 

Project  II Deepwater    Port    Operation    Interface    With  Tfie  next '3  years  (fiscal  years  1976, 1977, 1978). 

Merchant  Shipping. 

Project  III Technical  Assistance  and  Research  and  Devel-  Also  on-going  during  the  next  3  years*  (fiscal 

opment.  years  1976, 1977, 1978). 

I  Projects  II  and  III  are  listed  in  our  analysis  as  ending  in  fiscal  year  1978.  However,  this  is  only  for  purposes  of  pro 
viding  funding  data  for  a  5  year  plan.  Actually,  the  Maritime  Administration's  responsibility  in  Project  II  and  III  wil 
continue  beyond  1978. 

MARAD'S  DEEPWATER  PORTS  FACILITIES  PROGRAM— STAFF  COSTS 

Estimated  annual  funding  plan- 


Estimated  annual 

salary  Project  I  Project  II                 Project  III 

GS17 36.0  (1)      36.0 

GS16. 31.2  (1)      31.2 

GS15 26.9  (3)  80.7                (1)    26.9                  (1)    26.9 

GS14 23.1  (2)  46.2                (1)    23.1                  (1)    23.1 

GS13 19.7  (2)  39.4                (1)    19.7                  (1)    19.7 

GS9 11.6  (1)      11.6 

GS7 9.5  (1)  9.5                (1)      9.5                  (1)      9.5 

GS5 7.7  (3)  23.1                (2)    15.4                  (1)    15.4 


14    277.7  6    94.6  6    94.6 


Estimated  Employment  Benefits  (  8.22  percent): 

Project  I— (14  people  involved  for  2  years— fiscal  year  1974  and  1975)  $277.7Xl.0822=$300.5  [fiscal  year  1974  will 

be  partially  staffed]. 
Project  II— (7  people  involved  for  3  years— fiscal  year  1976,  1977, 1978)  $94.6Xl.0822=$102.4. 
Project  III— (7  people  involved  for  3  years— fiscal  year  1976,  1977,  1978)  $94.6X1.0822— $102.4. 

Note.— The  above  annual  estimates  were  rounded  off  as  $300,000  and  $100,000  for  purposes  of  preparing  the  estimated 
total  5  year  funding  plan. 
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MARAD'S  DEEPWATER  PORTS  FACILITIES  PROGRAM— 5  YEAR  FUNDING  PLAN 
[Stated  in  thousands  of  dollars] 

5  year 
1974        1975        1976        1977        1978  total 

Project  I:  Support  of  Department  of  Interior  in  Licensing  Deep- 
water  Ports: 

Staff  cost  $200        $300  $500 

Contracting  cost 100 100 

Project  II:  Deepwater  Ports  Operation  Interface  With  Merchant 
Shipping: 

Staff  cost $100        $100        $100         $300 

Contracting  cost - 300      1,200      1,200      1,200        3,900 

Project  III:  Technical  Assistance  and  Research  Development: 

Staffcost  100         100         100  300 

Contracting  cost 600         800      1,500      1,500      1,500        5,900 

Total 800      1,500      2,900      2,900      2,900      11,000 


Question  (2). — Provide  a  detailed  listing  and  analysis  of  all  the  laws 
and  programs  administered  hy  MARAD  which  ivouUl  he  affected  by  or  upon 
which  there  tvould  be  an  impact  hy  the  enactment  of  II.R.  1501  or  similar 
legislation.  Indicate  which,  if  any  laws,  should  be  specifically  amended, 
repealed,  modified,  or  expanded  in  the  provisions  of  such  legislation. 

Answer  (2). — Virtually  all  the  maritime  aid  programs  administei'ed  by 
the  Maritime  Administration  would  be  affected  by  tlie  enactment  of  a 
superport  licensing  bill.  Very  large  Crude  Carriers  (VLCC's)  would  continue 
to  be  constructed  under  tlie  Maritime  Administration's  tanker  program  to 
take  advantage  of  tlie  available  offshore  deepwater  terminal  facilities. 
Construction-differential  subsidy  under  title  V  of  the  Merchant  Marine  Act, 
1936,  as  amended  (the  "Act",  46  U.S.C.  §§1151-1161)  would  be  awarded  for 
such  VLCC's  to  be  used  in  connection  with  tlie  developing  superports. 
Operating-differential  subsidy  under  title  VI  of  the  Act  {46  U.S.C.  §§  1171- 
1183)  and  ship  financing  guarantees  under  title  XI  of  the  Act  (46  U.S.C. 
§§  1271-1280)  would  be  granted  on  VLCC's  carrying  products  to  such 
terminals,  if  necessary.  Earnings  of  such  supertankers  calling  upon  deep- 
water  terminals  could  be  deposited  into  capital  construction  fluids  on  a 
tax-deferred  basis  pursuant  to  section  607  of  the  Act   (46  U.S.C.  §1177). 

The  responsibilities  of  the  Maritime  Administration  in  the  area  of  port 
construction,  development  and  operation,  under  Section  8  of  the  Merchant 
Marine  Act,  1920,  as  amended  (46  U.S.C.  §867)  and  Section  205  of  the 
Merchant  Marine  Act,  1936.  as  amended  (46  U.S.C.  §  1115)  would  focus  on 
the  development  and  utilization  of  such  facilities.  The  Maritime  x^dminis- 
tration's  responsibilities  over  ocean  ports  and  shipping  in  the  event  of 
national  emergencies  (Executive  Order  11490,  issued  October  28,  1969)  would 
extend  to  offshore  terminals. 

It  is  anticipated,  moreover,  that  the  Maritime  Administration's  expertise 
in  areas  of  ship  construction  and  design,  port  construction  and  operation, 
deepwater  offloading  problems,  and  related  problems  would  be  sought  by 
the  Department  of  the  Interior  in  its  administration  of  any  superport 
licensing  authority. 

It  does  not  appear  that  any  existing  laws  under  w^hicli  the  Maritime 
Administration  is  authorized  to  act  will  require  modification. 

Question  (3). — In  the  context  of  the  definition  of  offshore  terminals  in 
H.R.  7501.  would  MARAD  oppose  or  favor  limiting  such  dccptvatcr  port 
facilities  to  the  importation  of  oil  products  as  opposed  to  all  commodities. 
Provide  appropriate  reasoning   behind  your  answer. 

Answer  (3).— At  present  deepwater  port  facilities  are  not  necessary  for 
handling  the  importation  of  commodities  other  than  crude  oil  since  no  other 
commodity  is  being  imported  in  such  large  volume  as  to  require  the  u«:e  of 
deep  draft  vessels.  Offshore  terminals  may  provide  the  basis  for  expansion 
to  such  uses  in  the  future  when  bulk  carriers  of  VLCC  size  are  engaged  in 
carrying  other  commodities,  but  the  use  of  such  carriers  is  not  dictfited  by 
current  volume  requirements  and  transport  distances.  Non-liquid  bulk  com- 
modities will  probably  require  transshipment  to  shore  on  smaller  vessels, 
although  progress  is  being  made  with  slurry  transfers  of  bulk  cargoes. 
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Question  (Jf). — In  the  context  of  H.R.  1501  or  similar  legislation,  would 
MARAD  oppose  or  support  language  ivhich  would  prohibit  the  importation 
of  oil  or  oil  products  into  a  U.S.  dccpivater  port  by  foreign-flag  vessels? 
Provide  appropriate  reasoning  for  your  answer. 

Answer  (4). — The  Maritime  Administration  would  oppose  language  that 
would  prohibit  the  use  of  U.S.  deepwater  ports  by  foreign-flag  vessels.  The 
U.S.  does  not  have,  and  will  not  have  in  the  foreseeable  future,  sufficient 
tonnage  to  meet  our  oil  import  requirements,  so  that  it  is  clear  that  the 
greater  part  of  our  required  oil  imports  will  necessarily  be  carried  on  vessels 
of  foreign-flag  registry. 

Question  (5). — From  the  standpoint  of  bunkering  and  repair  facilities  for 
VLCC's  using  U.S.  deepivater  port  terminals,  provide  a  listing  of  those 
existing  ports  or  terminals  which  could  provide  this  .'Service  for  these  large 
draft  vessels.  Assuming  the  scarcity  of  such  inshore  locations  in  relation  to 
the  possible  site  location  of  deepwater  ports,  how  ivill  tanker  servicing  and 
repair  be  accomplished  and  tvhat  will  MarAd\^  role  and  plans  be  in  this 
regard?  What  provision  should  be  included  in  the  legislation  on  this  problem? 

Answer  (5). — Insofar  as  bunkering  facilities  for  VLCC's  using  U.S.  deep- 
water  port  facilities  is  concerned,  there  is  no  particular  problem.  Bunkers 
can  be  supplied  via  pipeline  or  barge  concurrent  with  discharging  operations. 
If  the  VLCC  discharge  port  facility  is  not  equipped  to  supply  bunkers  via 
pipeline  and  if  there  are  operational  considerations  which  would  preclude 
the  use  of  bunkering  barges,  bunkers  could  be  obtained  at  almost  any  port 
enroute  to  the  next  loading  port.  After  the  VLCC  has  completed  discharge, 
the  ship's  draft  would  be  such  as  to  allow  the  ship,  if  required,  to  enter 
most  of  the  major  U.S.  ports  for  the  purpose  of  bunkering. 

The  repair  facilities  available  for  VLCC's  using  U.S.  deepwater  ports  is 
an  entirely  different  matter.  Routine  voyage  repairs  can  be  accomplished 
concurrent  with  cargo  operations.  Major  repairs  or  classification  surveys  do 
present  a  problem,  since  at  the  present  time  the  large  drydocking  facilities 
that  are  essential  for  a  major  service  of  VLCC's  are  very  limited.  In  the 
United  States,  there  are  presently  one  1200'  x  200'  x  38'  graving  dock 
(normally  used  for  ship  construction)  at  Baltimore,  Maryland;  two  1093'  x 
150'  X  41'  graving  docks  (currently  being  used  for  ship  construction)  at 
Brooklyn,  New  York ;  one  900"  x  150'  x  35'  floating  drydock  at  San  Francisco, 
California  ;  and  two  graving  docks  under  the  control  of  the  U.S.  Navy,  one 
1183'  X  172'  X  47'  dock  at  Bremerton,  Washington  and  one  1092'  x  151'"  x  47' 
dock  at  Bayonne,  New  Jersey.  Depending  upon  dimension  requirements, 
additional  sites  could  accommodate  large  vessels  for  repair. 

Adequate  uepair  facilities  for  VLCC's  in  the  United  States  have  not  come 
into  being  since  VLCC's  do  not  yet  regularly  trade  at  American  ports.  Conse- 
quently, there  has  not  been  sufficient  incentive  for  the  ship  repair  industry 
to  make  this  type  of  business  attractive  to  the  American  ship  repairers. 

The  Maritime  Administration's  responsibilities  concerning  adequate  ship- 
yard facilities  for  VLCC's  go  toward  fostering  and  promoting  entrepreneurs 
engaged,  or  potentially  engaged,  in  this  field,  as  such  facilities  must  ultimately 
be  constructed  by  the  private  sector.  If  a  floating  drydock  for  VLCC's  were 
to  be  constructed,  the  Maritime  Administration  could  assist  by  guaranteeing 
necessary  financing  under  tilte  XI  of  the  Merchant  Marine  Act,  1936.  as 
amended. 

It  does  not  s^em  that  a  sufficiently  serious  problem  exists  at  this  time  to 
require  special  legislation  as  part  of  the  current  legislative  package.  In  due 
course.  Congress  may  wish  to  consider  whether  certain  maritime  aids  now 
available  only  to  ship  operators  should  be  made  available  for  the  construc- 
tion of  supertanker  repair  and  maintenance  facilities.  Congress  may  also 
wish  to  consider  whether  foreign  repairs  should  be  exempted  from  duty 
when  they  are  necessitated  by  unavailability  of  repair  facilities  of  sufficient 
capacity  to  service  vessels  of  VLCC  size  in   the   United   States. 

Question  (6). — From  the  standpoint  of  MarAd's  responsibilities  under  H.R. 
7501  or  similar  Irqiftlation.  what  specific  criteria  would  MarAd  require  in 
the  body  of  the  applicant's  permit  application?  What  specific  criteria  .9hould 
he  contained  in  the  lcgi.<^lation  in  this  regard? 

Answer  (6). — Pending  legislation  should  prescribe,  and  regulations  issued 
pursuant  thereto  then  require,  the  following  in  an  applicant's  permit 
application : 
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1.  Establishment  of  financial  responsibility ; 

2.  Diemonstrated  ability  to  construct  and  operate  a  deepwater  port  facility 
in  compliance  with  environmental  and  safety  standards,  including  but  not 
limited  to  pollution  and  fire  control  systems,  terminal  operation  control 
procedures,  pilotage  and  docking  details; 

3.  A  satisfactory  plan  for  continuity  of  operation  during  periods  of  national 
emergency  or  natural  disasters ; 

4.  Transfer  provisions,  so  that  in  the  event  the  original  applicant  sells  or 
otherwise  conveys  his  interest,  the  subsequent  license  holder  must  show,  prior 
to  approval  of  the  transfer,  his  ability  and  eligibility  to  operate  on  the  same 
basis  as  the  original  lic^ensee ;  and 

5.  A  showing  of  United  States  citizenship  by  the  applicant,  whether  a 
natural  person  or  corporation,  and  by  any  related  company  or  aflSliate  exer- 
cising or  able  to  exercise  control  over  such  company. 

Mr.  Downing.  I  see  that  Mr.  Pollock  has  returned.  I  certainly 
thank  you,  Mr.  Pollock. 

Mr.  Breaux,  do  you  have  a  question  that  you  would  like  to  have 
answered  ? 

Mr.  Pollock.  I  finally  got  excused  over  on  the  Senate  side  to 
return  here. 

Mr.  Breaux.  I  am  glad  to  see  that  Mr.  Pollock  has  returned  to 
the  brighter  side  of  the  Capitol. 

Mr.  Pollock,  I  have  one  question,  and  Mr.  Cook  said  to  refer  it 
to  you  as  the  better  source  of  information. 

Since  NOAA  would  have  responsibility  for  determining  what 
effect  an  offshore  deepwater  facility  would  have  on  the  marine 
environment  and  marine  life  in  general,  I  was  wondering  whether 
we  can  draw  any  analogy  to  a  situation  of  our  drilling  platforms 
that  are  already  in  existence  off  the  coast  of  Louisiana,  and  generally 
in  the  Gulf  of  Mexico,  to  a  deepwater  port  terminal  that  we  are 
talking  about  here  as  far  as  it  affects  marine  environment  and 
marine  life  in  general. 

Mr.  Pollock.  Yes,  sir,  I  would  be  happy  to  respond. 

I  think  part  of  the  answer  again  would  depend  upon  the  kind 
of  deepwater  port  facility  we  were  constructing.  Obviously,  if  it 
were  necessary  to  do  any  dredging,  it  would  have  one  effect  on 
marine  life.  If  it  were  simply  tethered  to  the  bottom  with  one  or 
more  connections,  or  if  there  were  legs  going  down  that  were 
simply  put  in  place  on  the  surface,  this  would  have  a  different  kind 
of  effect. 

I  think  that  experience  has  demonstrated  the  drilling  platforms 
attract  an  enormous  amount  of  fish.  The  platforms  provide  an 
unusual  sanctuary  for  marine  life.  I  found  this  out  both  specifically, 
and  from  my  own  personal  observation. 

I  know  that  if  fishermen  want  to  find  fish  in  the  area  off  Louisiana, 
they  go  to  the  areas  where  the  oil  drilling  platforms  are  located, 
because  that  is  where  the  fish  have  collected. 

I  think  this  would  happen  with  the  deepwater  port. 

Mr.  Breaux.  I  would  think  that  basically  the  situation  is  very 
similar,  if  we  are  talking  about  a  deepwater  facility  that  is  fixed 
to  the  ocean  floor,  which  basically  acts  as  a  pumping  station  after 
it  receives  the  crude  oil,  and  to  pump  that  crude  to  the  shore  by 
means  of  a  buried  line,  buried  two  or  three  or  more  feet  under  the 
surface  of  the  ocean  floor. 

Mr.  Pollock.  I  think  that  is  correct. 
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Mr.  Breaux.  Let  me  ask  you  one  final  question. 

Would  you  envision  any  expansion  of  tlie  NOAA  organization 
if  it  was  to  be  the  supervisor  of  the  offshore  deepwater  facility,  or 
are  you  equipped  at  the  present  time  to  take  on  this  added  res- 
ponsibility ? 

Mr.  Pollock.  Well,  Mr.  Breaux,  I  think  first  I  should  say  that 
NOAA  is  not  a  regulatory  agency,  and  therefore,  I  would  not 
contemplate  that  there  would  be  a  necessity  for  increase,  but  it 
would  depend  upon  the  kind  of  authority  that  would  be  given  to 
the  organization. 

If  our  responsibility  is  one  primarily  of  monitoring  and  asses- 
sing the  detriment  or  the  benefit  to  the  environment,  that  is  one 
thing.  If  we  were  given  regulatory  authority  over  shipping  or  over 
the  handling  or  processing  of  the  oil,  that  would  be  quite  another 
thing. 

Mr.  Breaux.  I  appreciate  that.  Thank  you. 

Mr.  Downing.  Mr.  du  Pont? 

Mr.  DU  Pont.  I  have  no  questions. 

Mr.  Downing.  The  committee  wishes  to  thank  both  of  you  gentle- 
men for  your  patience,  and  for  your  contribution. 

The  committee  stands  adjourned,  subject  to  the  call  of  the  Chair. 

(The  following  questions  were  submitted  to  Mr.  Pollock  with  an- 
swers supplied  thereafter:) 

Question  No.  1.  Kindly  respond  to  Congressman  Snyder's  Question  pertaining  to 
the  Coastal  Zone  Management  Act  of  1912  and  its  relationship  to  deepwater  port 
legislation  on  page  249  of  the  transcript. 

Mr.  Snyder's  question  was  as  folloivs:  "My  question  is  hasically,  I  understand 
your  shop  has  jurisdiction  over  the  Coastal  Zone  Management  Act  of  1972.  As- 
suming it  might  he  funded,  I  would  like  for  you  to  give  us  an  answer  as  to  %chat 
safeguards  for  States  are  built  into  the  regulations  which,  I  understand,  you 
introduced  in  the  last  day  or  two,  assuming  they  do  not  have  this  veto  power 
that  has  been  discussed  on  the  testimony." 

Answer.  A  number  of  the  coastal  states  are  moving  ahead  under  their  own 
stimulus  to  develop  coastal  zone  management  programs  in  advance  of  Federal 
funding.  There  are  important  relationships  between  state  and  coastal  zone  man- 
agement programs  and  implementation  of  the  proposed  deep  water  port  legishi- 
tion.  These  relationships  stem  from  the  fact  that  deep  water  ports  can  have 
significant  secondary  impact  on  the  regions  in  which  they  are  located.  The  re- 
fineries and  petro-chemical  complexes  usually  associated  with  superports  will  re- 
quire substantial  quantities  of  land  in  the  coastal  zone.  Such  facilities  require 
substantial  water  supplies.  The  population  increases  attracted  to  these  complexes 
will  exercise  the  demand  for  public  services  such  as  roads,  schools,  and  sewage 
facilities.  The  best  means  of  preparing  for  these  impacts  will  be  through  effective 
state  planning.  With  effective  state  planning,  these  secondary  effects  of  offshore 
port  development  can  be  provided  for  in  an  orderly  fashion.  Conversely,  state 
plans  and  programs  which  do  not  provide  for  proposed  offshore  port  develop- 
ment could  pose  major  impediments  to  the  construction  of  such  facilities. 

The  Administration's  deep  water  port  facilities  bill  recognizes  and  makes  pro- 
vision for  these  relationships : 

(1)  Section  103  (e)  of  the  proposed  legislation  provides  that  the  Secretary  of 
the  Interior  "shall  consult  with  the  Governor  of  any  State  off  whose  coasts  the 
facility  is  proposed  to  be  located  to  determine  whether  the  operation  of  the  fa- 
cility and  directly  related  land  based  activities  would  be  contrary  to  the  state 
land  us  planning  program." 

(2)  Section  111  (a)  of  the  Administration's  bill  provides  that  the  laws  of  the 
United  States  shall  apply  to  deepwater  port  facilities  licensed  under  the  Act  "in 
the  same  manner  as  if  the  facilities  were  located  in  the  navigable  waters  of  the 
United  States."  That  Section  further  provides  "to  the  extent  they  are  applicable 
and  not  inconsistent  with  the  Act,  or  with  other  Federal  laws  and  regulations 
now  in  effect  or  hereafter  adopted,  the  civil  and  criminal  laws  of  the  nearest 
State  are  declared  to  be  the  law  of  tlie  United  States  for  such  facility."  This 
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means  that  the  provisions  of  the  Coastal  Zone  Act  governing  Federal  actions, 
such  as  section  307(c)  (1)  which  requires  that  Feedral  agencies  conducting  or 
supporting  activities  directly  affecting  the  coastal  zone  shall  conduct  them  in  a 
manner  which  is  to  the  maximum  extent  practicable,  consistent  with  approved 
State  management  programs,  are  applicable  to  deepwater  ports  licensed  by  the 
Federal  Government.  It  does  not  mean  that  State  jurisdiction  is  extended  be- 
yond the  three  mile  limit  to  deepwater  port  facilities.  Section  111(a)  was  not 
intended  to  extend  State  jurisdiction. 

(3)  Section  12  provides  "facilities  connected  to  a  deep  water  port  facility 
licensed  under  this  Act  such  as  pipelines  and  cables,  which  extend  above  and 
into  submerged  lands  or  waters  subject  to  the  jurisdiction  of  any  State  or  pos- 
session of  the  United  States,  shall  be  subject  to  all  applicable  laws  or  regulations 
of  such  State  or  possession  to  the  extent  not  inconsistent  with  Federal  law  or 
regulations." 

The  Coastal  Zone  Management  Act  of  1972  contains  important  provisions  re- 
lating to  this  issue : 

(1)  Section  306  (c)  8  provides  that  in  approving  a  state  coastal  zone  manage- 
ment program,  the  Secretary  of  Commerce  must  determine  that  "the  manage- 
ment program  provides  for  adequate  consideration  of  the  national  interest  in- 
volved in  the  siting  of  facilities  necessary  to  meet  requirements  which  are  other 
than  local  in  nature." 

(2)  Section  307  contains  provisions  calling  for  coordination  between  the  State 
government  and  the  Federal  government  when  the  State  is  developing  and  sub- 
mitting for  Federal  approval  a  coastal  zone  management  program.  These  include 
provisions  for  mediation  by  the  Secretary  of  Commerce  in  cooperation  with  the 
Executive  Office  of  the  President  of  serious  disagreements  between  Federal  agen- 
cies and  the  states  in  developing  a  program. 

(3)  Section  307  also  provides  that  once  state  management  programs  have  been 
received  for  Federal  approval,  Federal  agencies  conducting  or  supporting  activ- 
ities directly  affecting  the  State's  coastal  zone  are  required  to  conduct  or  sup- 
port those  activities  in  a  manner  which  is  to  the  maximum  extent  practicable 
consistent  with  the  approved  state  program.  Further,  after  final  approval  of  a 
state's  coastal  zone  management  program  any  applicant  for  a  required  Federal 
license  or  permit  to  conduct  an  activity  affecting  land  or  water  uses  in  the  coastal 
zone  of  that  state  must  certify  that  the  activity  complies  with  the  state  plan. 
The  state  concerned  is  afforded  full  opportunity  for  review  of  such  certifications. 
State  concurrence  in  the  proposed  activity  is  required  unless  the  Secretary  finds 
that  the  activity  is  consistent  with  the  objectives  of  the  Coastal  Zone  Manage- 
ment Act  or  otherwise  necessary  in  the  interest  of  national  security. 

Thus,  we  believe  that  the  provisions  of  the  proposed  deep  water  facilities  bill 
and  those  of  the  Coastal  Zone  Management  Act  of  1972  reflect  the  same  intent. 
That  is,  deep  water  port  facilities  and  their  attendant  onshore  development  should 
be  consistent  with  state  planning  and  programs.  Conversely,  State  plans  to  receive 
Federal  approval  should  make  provision  for  facilities  which  are  required  in  the 
broader  national  interest.  We  believe  that  these  objectives  can  be  met  through 
careful  planning  and  program  coordination. 

Question  No.  2.  Provide  for  the  record  a  five-year  cost  estimate  in  terms  of 
monies  and  personnel  which  wovld  he  required  for  NOAA  to  fulfill  its  respon.tihili- 
ties  imder  H.R.  1501  or  similar  legislation.  Also  provide  a  more  complete  analysis 
of  the  role  which  NOTT  would  play  under  such  legislation. 

Answer.  As  indicated  in  my  testimony,  we  believe  our  base  NOAA  programs 
will  provide  the  information  needed  for  NOAA  to  fulfill  its  responsibilities.  How- 
ever, there  may  be  specific  studies  and  information  requirements  over  and  above 
those  provided  in  ongoing  NOA  programs.  In  that  event  we  would  evaluate  and 
request  additional  funding.  It  is  difficult  to  imagine  that  our  requirements  would 
exceed  .$.500,000  and  5  man-years/per  year  under  H.R.  7.'i01  as  currently  drafted. 

NOAA  programs  cover  a  wide  spectrum  of  activity  to  understand  the  ocean. 
One  major  role  is  the  preparation  of  nautical  charts  which  are  the  basic  tools 
required  for  safe  and  efficient  conduct  of  waterborne  commerce.  This  activity  is 
supported  by  hydrographic  surveys  and  field  investigations  to  determine  bottom 
configuration,  to  locate  both  physical  obstructions  and  aids  to  navigation,  and 
to  produce  a  graphic  description  of  navigable  water  areas.  Another  program 
deals  with  determining  the  structure  and  motion  of  the  ocean.  This  involves  in- 
vestigating the  structure,  velocity,  and  extent  of  ocean  currents  to  improve  the 
capability  in  predicting  movement  of  water,  heat,  and  pollutants. 

It  also"  involves  an  investigation  of  the  origin,  structure,  and  changes  of  the 
continental  shelf  and  the  sediments  which  carpet  it.  Equally  as  important  are 
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programs  to  determine  and  assess  the  abundance  and  distribution  of  the  living 
and  non-living  resources.  Overlaying  these  programs  is  the  basic  environmental 
service  of  timely  observations  and  measurement  of  the  existing  state  of  the 
weather  essential  for  providing  warnings  and  forecasts  to  the  public  and  special- 
ized users.  These  more  basic  thrusts  of  NOAA  are  suijported  by  an  array  of  pro- 
grams dealing  with  instrumentation,  better  methods  and  procedures,  and  serv- 
ices to  user  groups. 

More  specifically : 

The  Environtnental  Data  Service  possesses  the  world's  most  comprehensive 
collection  of  marine  environmental  data.  The  information  includes  atmospheric, 
oceanographic,  and  terrestrial  data. 

The  Office  of  Sea  Grant  provides  support  to  educational  institutions  in  a  wide 
variety  of  fields :  resource  development,  coastal  zone  ecology,  management  model- 
ing, economics,  resource  utilization,  legal  aspects,  and  pollution  monitoring  and 
abatement. 

The  Office  of  Coastal  Environment  serves  as  a  focal  point  for  coordination  with 
and  advise  to  governmental,  public,  industrial,  academic,  and  other  institutions 
concerned  with  coastal  zone  management.  In  addition  to  implementing  the  Coastal 
Zone  Management  Act  of  1972,  this  oflice  coordinates  NOAA's  role  in  the  admin- 
istration of  the  Marine  Protection,  Research  and  Sanctuaries  Act  of  1972,  con- 
ducts a  Marine  Ecosystems  Analysis  Program  designed  to  provide  information  on 
the  impact  of  man  on  coastal  environments,  and  conducts  the  civilian  Manned 
Undersea  Science  and  Technology  program. 

The  National  Marine  Fisheries  Service  carries  out  programs  to:  (1)  under- 
stand the  life  requirements  of  marine  sport  and  commercial  fishes  and  marine 
mammals,  and  monitor  the  abundance  and  distribution  of  these  living  marine 
resources;  (2)  manage  fishery  resources  to  achieve  the  appropriate  allocation 
of  these  resources  and  their  environment  among  competing  users;  and  (3)  bring 
to  bear  consolidated  expertise  on  problems,  proposals,  and  programs  in  the 
broad  area  of  environmental  protection,  i.e.,  proposals  for  water  development 
projects  of  all  kinds  to  ascertain  their  potential  impact  on  the  marine,  estuariue, 
and  anadromous  environment  and  fishery  resources.  This  latter  role  includes 
activities  under  the  Environmental  Policy  Act,  the  Fish  and  Wildlife  Coordina- 
tion Act,  the  Refuse  Act,  River  Basin  Comprehensive  Studies,  etc. 

The  National  Ocean  Survey  develops  maps,  conducts  surveys,  carries  out  in- 
vestigations, conducts  analyses  and  research,  carries  out  a  program  of  technol- 
ogy development,  and  provides  charts  for  the  safety  of  marine  and  air  navigation. 
It  disseminates  data  in  the  following  fields :  geodesy,  gravity,  astronomy,  aero- 
nautical charting,  hydrograph,  oceanography,  and  marine  technology. 

The  National  Weather  Service  makes  observations  and  measurements  of  at- 
mospheric phenomena  as  required  for  meteorological  services,  develops  and  dis- 
tributes forecasts  of  weather  conditions  and  warnings  of  severe  storms  and 
other  adverse  weather  conditions  for  protection  of  life  and  proi^erty.  Tliis  in- 
cludes observation  of  ocean  conditions  such  as  forecasts  and  warnings  of  waves, 
tsunamis,  and  sea  ice. 

Question  No.  S.  Provide  a  listing  and  analysis  of  all  laws  and  pi^oprams  of 
NOAA  which  tcill  he  affected  or  upon  which  there  will  be  impact — assuming  en- 
actment of  H.R.  7501  or  similar  legislation.  Your  analysis  should  further  indi- 
cate the  reasons  therefor  in  addition  to  commenting  on  whether  or  not  any  of 
these  laws  tvill  or  should  he  repealed,  amended,  or  specifically  mentioned  in  the 
context  of  H.R.  7501  or  similar  legislation. 

Answer.  As  I  mentioned  in  my  testimony  we  have  general  authority  to  con- 
duct oceanographic,  meteorological  and  marine  biological  surveys  and  investi- 
gations of  marine  areas  effects  by  deepwater  ports.  As  I  noted,  those  most  di- 
rectly related  are  the  Coastal  Zone  Management  Act  of  1972,  the  Marine  Pro- 
tection, Research  and  Sanctuaries  Act  of  1972,  and  the  Fish  and  Wildlife  Co- 
ordination Act.  Summaries  of  the  latter  two  follow.  Pertinent  sections  of  the 
Coastal  Zone  Management  Act  are  discussed  under  Question  No.  1. 

None  of  these  laws  should  be  or  will  be  amended  or  repealed. 

Department  of  Commerce,  National  Oceanic  and  Atmospheric  Administra- 
tion,  National  Marine  Fisheries  Service 

fish  and  wildlife  coordination  act,  as  amended — 16  u.s.c.  661-666c 

Authorizes  the  Secretary  of  the  Interior  to  cooperate  with  Federal,  State,  and 
public  or  private  agencies  in  the  conservation  and  development  of  fish  and  wild- 
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life  resources  affected  by  water-resource  development  programs.  He  is  further 
auttiorized  to  make  reports  and  recommendations  on  wildlife  aspects  of  such 
projects  based  on  surveys  and  investigations  to  be  conducted  by  the  Fish  and 
Wildlife  Service.  These  reports  and  recommendations  are  made  an  integral  part 
of  the  report  prepared  by  any  Federal  agency,  responsible  for  engineering 
surveys  and  construction  of  such  projects,  to  be  presented  to  Congress  or 
authorizing  agency.^ 

48  Stat.  401— Public  Law  121,  73rd  Cong.— Act  of  March  10, 1934. 

60  Stat.  1080— Public  Law  732,  79th  Cong.— Act  of  August  14, 1946. 

62  Stat.  497— Public  Law  697,  80th  Cong.— Act  of  June  19, 1948. 

72  Stat.  563— Public  Law  85-624— Act  of  August  12, 1958. 

79  Stat.  216— Public  Law  89-72  (sec.  6(b) )— Act  of  July  10, 1965. 

MABINE   PKOTECTION,    RESEARCH,    AND    SANCTUARIES    ACT   OF    1972    OCEAN   DUMPING: 

33    U.S.C.     1401-1444 

Title  I  of  the  Act  establishes  a  system  to  regulate  the  transportation  of  ma- 
terial from  the  United  States  for  dumping  into  ocean  waters,  and  the  dumping  of 
material,  transported  from  outside  the  United  States,  if  the  dumping  occurs 
in  ocean  waters  over  which  the  United  States  has  jurisdiction  or  over  which  it 
may  exercise  control,  under  accepted  principles  of  international  law,  in  order 
to  protect  its  territory  or  territorial  sea.  This  Title  is  administered  by  the  Ad- 
ministrator of  the  Environmental  Protection  Agency,  the  Secretary  of  the  Army, 
and  the  Secretary  of  the  Department  in  which  the  Coast  Guard  is  operating. 

Title  II  of  the  Act  directs  the  Secretary  of  Commerce,  in  coordination  with 
the  Administrator  of  the  Environmental  Protection  Agency  and  the  Secretary 
of  the  Department  in  which  the  Coast  Guard  is  operating,  to  initiate  a  compre- 
hensive and  continuing  program  of  monitoring  and  research  regarding  the  effects 
of  the  dumping  of  material  into  ocean  waters  or  other  coastal  waters  where  the 
tide  ebbs  and  flows  or  into  the  Great  Lakes  or  their  connecting  waters.  The  Secre- 
tary of  Commerce,  in  consultation  with  other  appropriate  Federal  entities,  is 
directed  to  initiate  a  comprehensive  and  continuing  program  of  research  with 
respect  to  possible  long-range  effects  of  pollution,  overfishing,  and  man-induced 
changes  of  ocean  ecosystems. 

In  carrying  out  his  responsibilities,  the  Secretary  is  authorized  to  utilize  the 
resources  of  other  Federal  entities,  including  the  Coast  Guard  for  monitoring 
purposes.  He  is  to  cooperate  with  and  render  financial  and  other  assistance  to 
public  authorities  at  all  levels,  private  institutions,  and  individuals  to  promote 
coordination  of  research,  investigations,  and  studies  to  determine  the  means  of 
minimizing  or  ending  all  dumping  of  materials  by  October  23,  1977.  There  is 
authorized  to  be  appropriated  not  more  than  $6.0  million  each  year  for  fiscal 
years  1974,  1975,  and  1976. 

86  Stat.  1052— Public  Law  92-532  (Titles  I  &  II)— Act  of  Oct.  23,  1972. 

MARINE    sanctuaries:     16    U.S.C.     1431-1434 

Title  III  of  the  Act  authorizes  the  Secretary  of  Commerce  to  designate  as 
marine  sanctuaries  areas  of  ocean  waters  as  far  seaward  as  the  outer  edge  of 
the  Continental  Shelf,  coastal  waters  where  the  tide  ebbs  and  flows,  or  waters  of 
the  Great  Lakes  and  their  connecting  waters,  for  the  purpose  of  preserving  or 
restoring  such  areas  for  their  conservation,  recreational,  ecological,  or  esthetic 
values.  Before  such  designation,  the  Secretary  is  required  to  consult  with  the 
Secretaries  of  State,  Defense,  Interior,  and  Transportation,  and  the  Administra- 
tor of  the  Environmental  Protection  Agency.  The  Secretary  must  obtain  the 
approval  of  the  President.  If  the  designation  is  to  include  waters  within  the  ter- 
ritorial limits  of  any  State  or  waters  over  the  subsoil  and  seabed  within  the  sea- 
ward boundary  of  a  Coastal  State  as  deflned  in  the  Submerged  Lands  Act  (43 
U.S.C.  1301(b)),  the  Secretary  must  first  consult  with,  and  give  due  considera- 
tion to  the  views  of.  State  oflScials  involved.  The  Governor  of  any  State  thus 
involved  has  a  veto  power  over  all  or  any  part  of  the  designation.  A  public  hear- 
ing is  required  to  be  held  in  the  coastal  area  affected  prior  to  the  designation. 


1  In  the  original  1934  Act  the  Secretaries  of  Agriculture  and  Commerce  were  given  the 
responsibility  for  the  activities  authorizpfl  in  the  Act.  Subsequent  amendments  followed  the 
transfer  to  Interior  of  responsibilities  for  fish  from  Commerce  and  wildlife  from  Agricul- 
ture BO  the  statutes  named  the  Secretary  of  the  Interior.  The  1970  Edition  of  the  U.S.C. 
cites  1989  Reorganization  Plan  No.  II  and  1940  Reorganization  Plan  No.  Ill  but  fails  to 
cite  Reorganization  Plan  No.  4  of  1970. 
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The  Secretary,  in  consultation  with  other  interested  Federal  agencies,  shall 
issue  regulations  to  control  any  activities  permitted  within  the  designated  sanc- 
tuary. Civil  penalties  for  violation  of  the  regulations  are  provided.  There  is  au- 
thorized to  be  appropriated  not  more  than  $10,000,000  annually  for  fiscal  years 
1973,  1974,  and  1975  to  carry  out  the  provisions  of  the  Title,  including  acquisi- 
tion, development,  and  operation  of  the  marine  sanctuaries  designated  under  the 
Title. 

86  Stat.  1061— Public  Law  92-532  (Title  III)— Act  of  Oct.  23,  1972. 

Question  No.  4-  From  the  standpoint  of  NOAA's  funGtions  and  responsibilities, 
what  specific  statutory  criteria  should  &e  in  deepicatcr  port  legislation  to  insure 
adequate  protection  of  the  marine  and  coastal  zone  environment?  What  specific 
conditions  or  requirements  should  be  included  within  any  license  or  permit  ichich 
may  be  granted? 

Answer.  Section  103(b)(3)  elaborates  those  factors  that  must  be  considered 
to  licensing  a  deepwater  port.  We  believe  the  bill  H.R.  7501  provides  language 
that  recognizes  and  provides  for  safeguarding  these  significant  environmental 
factors  and  values.  Each  license  or  permit  should  be  considered  separately  with 
specific  conditions  being  required  following  a  thorough  analysis  and  evaluation 
of  the  desired  multiple  uses  of  the  area  under  consideration. 

Question  No.  5.  What  specific  categories  and  types  of  information  would  NOAA 
require  the  applicant  to  submit  in  his  permit  application  so  that  NOAA  can 
conduct  an  appropriate  analysis  of  the  merits  of  the  application  from  the  stand- 
point of  marine  and  coastal  zone  environmental  protection? 

Answer.  The  applicant  should  provide : 

(1)  A  description  of  the  structure  including  location,  design,  method  of 
installation,  linkage  to  shore  facilities,  and  shore  facilities. 

(2)  Description  of  design  safeguards  to  minimize  spills  ,e.g.,  multiple  valves 
in  linkage  to  shore,  navigation  aids,  facilities,  etc. 

(3)  Construction  schedule. 

(4)  Volumes  and  physical  and  chemical  characteristics  of  material  to  be 
handled. 

(5)  Weather,  hydographic,  biological  and  geologic  descriptions  of  the  proposed 
site,  and  analysis  of  these  data  as  they  apply  to  design  and  operation  of  the 
facility. 

(6)  Description  of  quality  control  programs  to  insure  minimum  risk  of  spill. 

(7)  Projected  secondary  development  that  will  be  generated  by  the  facility. 

[Whereupon,  at  2:50  p.m.,  the  committee  adjourned,  subject  to 
the  call  of  the  chair.] 
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OFFSHORE  PORTS  AND  TERMINALS 


MONDAY,   JUNE  25,    1973 

House  of  Representativ-es, 
Committee  on  INIerchaxt  Marixe  and  Fisheries, 

Washington,  B.C. 

The  committee  met,  pursuant  to  recess,  at  10:50  a.m.,  in  room 
1334,  Longworth  House  Office  Building,  Hon.  Leonor  K.  Sullivan 
(chairman  of  the  committee)  presiding. 

The  Chairman.  The  committee  will  come  to  order. 

This  morning,  the  Committee  on  Merchant  Marine  and  Fisheries 
is  continuing  a  set  of  comprehensive  hearings  addressing  the  need 
for,  and  the  various  problems  connected  with,  the  construction  and 
operation  of  decpwater  oifshore  ports  and  terminals  for  the  recep- 
tion of  our  increasing  oil  imports. 

These  hearings  will  be  going  on  the  rest  of  this  week,  we  have 
them  scheduled  for  July,  and  we  are  going  to  continue  until  we 
hear  all  those  that  we  think  are  necessary  to  be  heard  from  the 
viewpoint  of  what  our  needs  may  be,  how  we  will  transport  any 
of  the  imports  of  oil  or  natural  gas.  We  are  just  not  certain  how 
long  the  hearings  will  go  on. 

Our  first  witness  this  morning  is  Brigadier  General  James  L. 
Kelly,  Deputy  Director  for  Civil  Works,  U.S.  Army  Corps  of 
Engineers. 

Is  Mr.  French  along  with  you.  General  Kelly? 

General  Kelly.  No,  ma'am,  he  is  not  present  today. 

The  Chairman.  I  thought  he  was  to  be  here  with  you.  I  was 
going  to  bring  him  up  at  the  same  time. 

Do  you  have  a  prepared  statement? 

I  am  sorrv,  I  did  not  get  to  see  it  over  the  weekend.  I  was  goinjj 
to  ask  you  if  you  could  summarize  it,  but  I  think  you  can  read  it 
within  15  minutes. 

So,  will  you  proceed,  General? 

STATEMENT  OF  BRIG.  GEN.  JAMES  L.  KELLY,  DEPUTY  DIRECTOR 
FOR  CIVIL  WORKS,  U.S.  ARMY  CORPS  OF  ENGINEERS 

General  Kellt.  Madam  Chairman  and  members  of  the  committee, 
I  am  Brigadier  General  James  L.  Kelly,  Deputy  Director  of  Civil 
Works.  Office.  Chief  of  Engineers,  Department  of  the  Army. 

I  appreciate  having  the  opportunity  to  testify  on  H.R.  5091  and 
H.R.  5898. 

The  first  bill  pertains  to  regulation  of  various  types  of  possible 
physical  developments  in  the  marine  environment,  including  ports, 
•terminals,  powerplants,  airports,   and  research  platforms. 

(205) 
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The  second  bill  pertains  only  to  regulation  of  offshore  port  and 
terminal  facilities. 

Both  H.R.  5091  and  H.R.  5898  would  assign  the  principal  licen- 
sing or  permitting  authority  for  deep-port  development  to  the 
Secretary  of  Commerce. 

The  proposals  both  conflict  directly  with  the  administration's 
legislation — introduced  as  H.R.  7501 — which  assigns  such  respon- 
sibility to  the  Department  of  the  Interior. 

The  Department  of  Navy,  on  behalf  of  the  Department  of 
Defense,  has  already  furnished  tlie  committee  comments  on  both 
bills.  Those  official  comments  are  attached  at  the  close  of  my  formal 
statement. 

My  testimony  will  concentrate  on  matters  the  committee  has 
expressed  interest  in,  not  covered  in  previous  comments  particularly 
the  general  findings  to  date  of  the  Corps  of  Engineers'  studies  of 
potential  requirements  for  new  or  modified  navigation-transporta- 
tion facilities  to  accommodate  deep  draft  cargo  carriers. 

By  congressional  direction,  we  have  been  engaged  in  such  studies 
for  three  coastal  regions  of  the  Continental  United  States — the 
North  Atlantic,  the  Gulf,  and  the  Pacific. 

In  the  interest  of  time,  I  will  skip  to  the  bottom  of  page  2 
because  it  has  been  previously  covered. 

The  Chairman.  It  will  be  made  part  of  the  record,  however  as 
though  you  read  it. 

General  Kellt.  Thank  you. 

Deepwater  port  facilities  are  of  current  concern  because  the  world 
market  for  seaborne  movement  of  bulk  commodities,  especially 
petroleum,  is  very  large  and  growing  rapidly. 

The  1971  shipments  of  six  principal  bulk  commodities — oil,  iron 
ore,  coal,  grains,  phosphate  rock,  and  bauxite — amounted  to  1.7 
billion. 

The  most  dramatic  aspect  of  U.S.  bulk  commodity  trading  stems 
from  the  rapid  growth  in  the  demand  of  our  industrialized  Nation 
for  crude  petroleum.  The  President,  in  his  recent  energy  message, 
has  emphasized  the  need  for  greater  oil  imports  at  least  in  the 
short  range,  over  at  least  the  next  5  to  15  years.  We  face  the  almost 
certain  need  for  annual  imports  of  up  to  300  million  tons  of  crude 
oil  by  1980. 

The  world  petroleum  and  maritime  industries,  led  by  Japan  and 
Europe,  have  responded  to  the  growth  in  trade — particularly  in 
movement  of  crude  oil  over  long  distances — by  the  development 
of  supersize  ships  with  capacities  ranging  between  200,000  to  350,000 
deadweight  tons  (dwt),  and  even  larger  ships  up  to  500,000  dwt 
now  being  built. 

Currently,  the  maximum  capability  for  most  U.S.  crude  oil  ports 
is  65,000  to  80,000  dwt  carriers. 

Ships  for  moving  iron  ore,  coal,  and  other  bulk  commodities, 
separately  or  in  multipurposes  vessels  (OBO's) — are  also  becoming 
larger,  but  not  to  the  same  extent  as  tankers. 

In  December  1970,  Congress  authorized  the  first  study  of  regional 
navigation  requirements,  with  particular  reference  to  economies 
afforded  by  the  use  of  supersized  bulk  transport  vessels  and  tankers. 
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The  first  regional  study  authorization  pertained  to  the  Texas 
gulf  coast.  Subsequent  study  resolutions  expanded  the  study  assign- 
ment to  cover  the  gulf  coast  from  Brownsville,  Tex.,  to  Tampa,  Fla., 
and  also  authorized  regional  assessment  of  navigational  facility 
requirements  for  the  North  Atlantic  and  Pacific  Coasts. 

Despite  differing  times  for  study  authorizations  and  appropriation 
of  study  funds,  the  Corps  scheduled  the  three  regional  studies  in 
concert,  with  first  field-level  reports  for  each  region  to  be  completed 
by  about  July  1  of  this  year. 

The  reports  must  then  be  processed  through  the  office.  Chief  of 
Engineers,  the  Office  of  the  Under  Secretary  of  Army,  and  the 
Office  of  Management  and  Budget,  and  we  would  hope  that  they 
could  be  submitted  for  consideration  of  the  Congress  later  in  this 
calendar  year. 

Each  of  the  studies,  while  addressing  unique  regional  conditions, 
will  try  to  achieve  two  common  objectives: 

1.  Demonstrate  the  net  advantage  or  disadvantages  to  employ- 
ment of  supership  technology,  and 

2.  Assuming  adequate  net  advantage,  identify  the  most  likely  or 
most  feasible  sites  or  locations  for  its  employment  within  the  respec- 
tive regions  under  study  or  conversely  identify  the  most  likely 
transportation  system  alternatives  and  associated  problems  in  the 
absence  of  deepwater  port  facilities. 

The  purpose  of  our  studies  is  not  the  promotion  of  either  new 
navigational  facilities  or  superships  as  such.  We  are  concerned  with 
a  healthy  national  economy  and  the  best  transportation  means  to 
sustain  a  strong  economy. 

We  are  equally  concerned  with  a  transportation  system  which 
will  afford  maximum  protection  to  environmental  values. 

One  of  our  most  important  research  efforts  in  support  of  the  re- 
gional studies  was  to  survey  (through  A.  D.  Little,  Inc.)  foreign 
experience  in  use  of  supership  technology. 

The  A.  D.  Little  report,  "Foreign  Deepwater  Port  Development, 
A  Selective  Overview  of  Economic,  Engineering,  and  Environ- 
mental Factors,"  conveys  crucially  important  lessons  with  regard 
to  total  environmental  impacts  of  deep  water  development. 

Potential  landslide  impacts,  as  well  as  marine  pollution  problems, 
must  be  given  thorough  consideration,  and  our  reports  will  make 
this  point. 

Further,  the  Corps  fully  recognizes  that  decisions  on  deep  port 
development,  particularly  for  supertankers,  must  be  framed  in  the 
broad  context  of  national  energy  policy,  and  the  role  foreign  sources 
are  anticipated  to  play  in  satisfying  domestic  energy  requirements. 

The  basic  findings  to  date  are  as  follows : 

Most  crude  petroleum  deepwater  port  alternatives  studied  show 
highly  favorable  economic  benefit/cost  ratios.  However,  hypothesized 
deepwater  transshipment  ports  for  handling  dry  bulk  imports  and 
exports  on  the  east  and  gulf  coasts  appear,  at  least  at  present, 
economically  unjustified.  Benefit-cost  ratios  for  dry  bulk  facilities 
are  significantly  less  favorable  than  those  applicable  to  crude 
petroleum  facilities  for  three  reasons: 

1.  Total  commodity  flows  are  substantially  lower. 

2.  Unit  ocean  transport  savings  are  less. 
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3.  Transshipment  costs  to  and  from  deepwater  ports  are  higher 
than  for  petroleum. 

The  prospective  justification  for  deep  port  facilities  to  accom- 
modate petroleum  supertankers  varies  considerably  between  region.s. 

In  the  North  Atlantic  region,  for  example,  such  facilities  could 
now  be  economically  employed  to  service  existing  refining  facilities. 

On  the  gulf  Pacific  coasts,  new  deepwater  facilities  would  be 
economically  justified  only  if  the  volume  of  crude  imports  increased 
substantially. 

If  any  significant  rise  in  crude  oil  imports  is  to  be  acommodated, 
the  size  and  number  of  relatively  small  vessels  maneuvering  in  our 
bays  will  increase  considerably  if  facilities  to  handle  large  tankers 
are  not  available. 

For  example,  to  supply  the  North  Atlantic  region — in  particular 
the  Philadelphia-New  York  corridor — with  2  million  barrels  of 
crude  per  day  would  require  a  fleet  of  about  364 — 70,000  dwt  vessels, 
but  only  about  75 — 326,000  dwt  ships.  Simply  by  decreasing  the 
number  of  operating  ships,  the  chances  of  collision  and  groundings 
are  reduced. 

The  fewer  ships  will  also  reduce  the  number  of  transfer  operations 
and  the  consequent  risk  of  spills. 

The  Coast  Guard  has  given  intensive  study  to  the  spill  proba- 
bility problem,  and  our  studies  are  making  full  use  of  those  efforts. 

The  Coast  Guard  studies  are  part  of  a  larger  study  of  the 
environmental  aspects  of  deep  port  development  which  the  Council 
on  Environmental  Quality  has  been  doing  in  parallel  with  our 
regional  studies. 

Foreign  experience  shows  that  unless  carefully  regulated  develop- 
ment of  deep  port  facilities  are  likely  to  generate  in  the  immediate 
vicinity  onshore  substantial  expansion  of  refinery — petrochemical 
complexes. 

Some  States  seek  such  economic  expansion.  Others,  especially  in 
the  Northeast,  do  not,  since  industrial  expansion  would  take  place 
at  the  expense  of  increasingly  scare  open  space  and  very  profitable 
and  needed  recreation  areas.  The  significant  point  is  that  such 
expansion  is  in  no  way  inevitable. 

Development  of  deep  port  facilities  need  not  entail  additional 
industrial  development  in  the  immediate  vicinity  of  the  facilities. 

Determination  as  to  whether  or  not  industrial  expansion  is  desir- 
able and  where  such  expansion  should  take  place  are  separate  de- 
cisions from  the  deep  port  question. 

These  issues  can  be  resolved  through  coordinated  land  use  plan- 
ning. The  industry  must  be  prepared  to  work  with  responsible  local 
and  State  officials  to  insure  that  the  development  and  operation  of 
energy  production  and  industrial  facilities  respect  the  need  for- 
sustaining  a  varied,  yet  complementary,  set  of  land  uses  within  each 
State. 

The  traditional  method  of  accommodating  large  size  ships,  that  is 
increasing  channel  depths  through  dredging,  is  generally  not  a 
viable  alternative. 
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In  some  cases,  channels  conld  be  deeped  only  through  blasting 
and  removal  of  rock,  a  very  expensive  process. 

In  other  places,  channels  arc  subject  to  much  sedimentation  and 
maintenance  costs  would  be  excessive. 

In  some  cases,  deeper  dredging  might  impair  or  destroy  fresh 
water  aquifers.  And  in  most  cases,  there  is  a  serious  environmental 
question  of  how  to  dispose  of  the  enormous  quantities  of  dredged 
material  which  would  result  from  major  deepening  of  existing 
channels. 

Based  on  present  information,  only  for  a  certain  few  locations 
on  the  west  coast  do  prospects  appear  reasonable  for  channel  deep- 
ening to  accommodate  supertankers. 

There  is  no  presently  foreseeable  need  for  the  Federal  Govern- 
ment to  undertake  the'  major  capital  investments  which  would  be 
required  to  bring  deep  water  port  facilities,  storage  facilities,  and 
pipelines,  into  operation. 

Private  or  non-Federal  public  ownership,  financing,  and  operation 
of  deepwater  port  facilities  is  seen  compatible  with  the  public 
interest  if  accomplished  under  adequate  and  effective  Federal  control 
and  regulation. 

New  Federal  legislation  is  required  to  insure  timely  decisions  on 
permit  applications  by  either  private  or  State  interests,  as  well  as 
to  insure  coordinated  review  and  inclusion  of  proper  permit 
stipulations  to  etfectively  protect  environmental  as  well  as  economic 
interests,  and  be  responsive  to  both  domestic  and  international  legal 
obligations. 

This  need  is  recognized  and  comprehensively  treated  in  the  legis- 
lation submitted  by  the  administration  on  April  18,  1973. 

That  completes  my  formal  statement.  I  will  be  happy  to  respond 
to  any  questions  the  committee  may  have. 

The  Chairman.  Thank  you.  General. 

I  have  a  few  questions  before  I  pass  you  on  to  some  of  the  others. 

On  page  6,  you  talk  about  increasing  channel  depth  through 
dredging  as  generally  not  a  viable  alternative. 

Can  you  inform  the  committee  as  to  how  deep  the  channels  may 
be  dredged  to  presently  existing  ports  before  reaching  rock  or 
similar  materials? 

General  Kellt.  I  prefer  to  do  this  for  the  record  because  it  would 
vary  in  each  and  every  port.  And  the  depths  would  be  significantly 
different,  so  I  think  it  would  be  advisable  if  I  provide  this  for  the- 
record. 

The  CiiAiRMAK.  Yes. 

Is  it  too  much  of  a  job  to  try  to  put  it  into  your  statement  at 
this  point  when  you  receive  your  transcript? 

General  Kelly.  No. 

We  could  put  that  in  if  you  would  like  it  at  this  point. 

The  Chairman.  If  you  would  supply  that,  it  would  be  helpful. 
[The  information  follows:] 
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Depths  at  Which  Rock  Exist  at  Some  of  the  Major  U.S.  Harbors 

Rock  and/or 

Continental  Shelf 

(in  feet) 


Continental  Shelf 
Atlantic  Coast: 

New  England: 

Boston  Harbor 60 

New  London  Harbor 60 

Portland  Harbor 60 

North  Atlantic: 

Delaware  River 41 

East  River 40 

Newark  Bay,  Hackensack  and  Passaic  Rivers 35 

New  York  and  New  Jersey  Channels 38 

South  Atlantic: 

Jacksonville  Harbor 44 

Miami  Harbor 32 

Morehead  City  Harbor 50 

Wilmington  Harbor,  North  CaroUna 38 

Gulf  and  Pacific  Coasts: 

At  most  of  the  existing  harbors  and  channel  areas  along  the  Gulf  and  Pacific 
coasts,  the  ocean  floor  for  considerable  depths  consist  of  soft  material  such 
as  sand  and  silt,  and  clay  in  some  areas.  Natural  depths  in  the  Puget  Sound 
range  up  to  900  feet.  Some  rock  pinnacles  exist  in  the  San  Francisco  Bay 
area  at  an  approximate  depth  of  70  feet. 

General  Kelly.  Basically,  in  most  areas  we  can  go  to  50  to  55 
feet.  At  that  stage,  you  begin  running  into  rock  or  other  obstacles, 
if  not  in  the  immediate  harbor  you  encounter  it  outside  the  harbor 
in  certain  places. 

In  one  of  the  areas  we  have  a  large  tunnel.  In  the  Norfolk  case 
we  are  hampered  by  the  tunnel  which  is  55  feet  below  the  water. 
This  would  be  a  major  factor  in  trying  to  deepen  that  channel. 

The  Chairman.  What  do  these  250,000  deadweight  ton  tankers 
need  in  the  way  of  depth? 

General  Kelly.  The  250,000  ton  runs  about  65  to  68  feet.  This 
could  vary  depending  on  design.  You  could  get  a  broader  beam 
and  shallower  depth,  but  the  draft  of  these  tankers  is  in  the  65 
foot  range. 

The  Chairman.  On  that  same  page  you  mention  about  the  West 
Coast.  For  what  locations  on  the  West  Coast  do  prospects  for 
channel  deepening  appear  reasonable? 

General  I^lly.  In  the  Los  Angeles/Long  Beach  Harbor  area. 
They  have  been  deepening  the  channel,  and  they  have  a  long  term 
plan  which  would  deepen  the  port.  The  work  is  being  done  by  the 
port  itself. 

The  Chairman.  And  for  what  depth  there? 

General  Kelly.  Well,  they  foresee  at  least  70  feet,  and  perhaps 
deeper. 

The  Chairman.  And  what  size  tankers  then  would  this  depth 
accommodate  ? 

General  Kelly.  This  would  take  the  250,000  ton  tanker.  If  they 
go  deeper  it  could  take  a  larger  vessel.  But  the  West  Coast,  as 
I  mention  in  the  statement  is  really  in  a  different  situation  relative 
to  the  depths  needed  right  now. 

Madam  Chairman,  the  demand  for  petroleum  products  is  not 
50  great  there  at  this  time  as  to  totally  justify  it. 
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The  Chairman.  "VVliat  is  the  average  cost  per  cubic  yard  for 
dredging  sand  and  silt? 

General  Kelly.  This  again  would  be  very  variable.  It  could  be 
from  60  cents  a  cubic  yard  and  up.  It  would  depend  on  where  you 
have  to  dispose  of  it.  If  you  have  to  haul  it  out  to  the  100  fathom 
mark  it  is  going  to  run  the  cost  up. 

If  you  have  to  buy  land  to  dispose  of  it  on  shore,  this  is  going 
to  create  a  tremendous  expense.  This  is  becoming  part  of  the 
environmental  cost  of  dredging. 

The  Chairman.  That  is  just  what  I  was  going  to  ask  you,  what 
additional  cost  per  cubic  yard  is  involved  in  transporting  the  dredged 
materials  and,  of  course,  that  would  depend  greatly  upon,  as  you 
say,  whether  it  goes  onto  land  or  whether  it  goes  out  to  sea. 

General  Ivelly.  And  how  far  you  have  to  take  the  material  to 
get  to  the  open  water. 

We  could  give  you  some  more  data  for  the  record  if  you  would 
like  that. 

[The  information  follows:] 

On  the  basis  of  a  typical  job  performed  by  hopper  dredge  with  an  average 
haul  distance  of  25  miles  to  the  dumping  ground,  the  cost  of  the  dredging 
operation  will  increase  at  the  rate  of  about  30  percent  for  every  10  miles 
of  additional  transport.  In  other  words,  the  cost  would  double  for  an 
additional  haul  distance  of  about  35  miles. 

The  Chairman.  If  you  would  do  that,  and  then  could  you  give 
us  some  additional  data  on  what  the  additional  costs  would  be  for 
rock  blasting,  if  that  were  necessary. 

General  Kelly.  We  can  give  you  some  estimates  on  that. 

[The  information  follows:] 

Rock  Blasting  Costs 

The  additional  cost  of  dredging  where  rock  is  encountered  could  vary 
between  about  $5  to  $20  per  cubic  yard  and  possibly  higher  depending  on 
site  conditions  and  the  type  and  hardness  of  the  rock.  The  lower  price  would 
obtain  in  those  cases  where  tlie  rock  is  relatively  soft,  weathered,  dis- 
integrated, fractured  or  in  distinct  and  separable  cleavage  planes  so  that  it 
is  susceptible  to  removal  directly  by  hydraulic  cutterhead  dredge  or  dipper 
dredge  without  drilling  or  blasting.  The  higher  range  of  costs  would  apply 
in  those  cases  where  the  rock  is  of  extreme  hardness  requiring  drilling  and 
blasting,  where  the  depth  of  rock  to  be  removed  is  relatively  small  where 
adverse  sea  conditions  prevail  and  where  the  work  site  is  adjacent  to  highly 
developed  areas  requiring  stringent  controls  and  limitations  on  the  amount 
of  explosives  to  be  used  per  blast  for  safety  purposes. 

The  Chairman.  Has  the  Corps  made  the  study  of  what  they  are 
doing  in,  I  believe  it  is  Galveston,  where  they  are  looking  into  a 
plan  to  go  40  miles  out  and  channel  up  into  tlie  Port  of  Galveston 
so  they  would  not  have  to  build  the  superport  offshore? 

General  Kelly.  This  was  considered  by  our  field  personnel  in  the 
Gulf  deepwater  port  study  but  we  found  that  this  was  not  econo- 
mically justified  in  our  initial  review. 

We  are  doing  some  additional  studies  to  see  what  the  cost  would 
be. 

The  Chairman.  To  your  knowledge,  do  we  have  the  capability 
in  this  country  for  the  contractors  to  do  this  type  of  work? 

For  instance,  if  they  decide  on  this  40  mile  channel,  and  at  a 
depth  of  somewhere  around  40  or  50  feet,  would  we  in  this  country- 
have  any  company  that  would  have  that  capability? 
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General  Kelly.  At  40  to  50  feet,  yes. 

When  we  get  to  70  feet,  we  about  reach  the  limit  of  the  Corps' 
capability  in  dredging  equipment.  However,  I  am  certain  the 
necessary  dredging  equipment  would  be  available  to  industry.  They 
€Ould  obtain  them  if  they  decided  it  was  worthwhile.  They  are 
available  in  the  world  fleet.  Whether  they  have  the  capability  in 
hand  right  now,  I  am  not  prepared  to  answer. 

The  Chairman.  I  was  going  to  ask  you  do  you  have  any  know- 
ledge of  any  foreign  countries  that  have  that  capability? 

General  Kelly.  There  are  a  number  of  countries  with  the  capabi- 
lity. They  are  dredging  in  the  channel  off  of  Great  Britain.  There 
is  dreding  in  the  Netherlands.  The  Dutch  have  this  capability,  and 
there  are  a  number  of  other  countries  who  have  this  deepwater 
capability. 

The  Chairman.  I  have  two  other  questions,  but  my  time  has 
expired  because  we  are  under  the  5  minute  rule. 

I  just  want  to  ask  these  questions  for  the  record,  and  I  believe 
you  can  answer  them  later  on. 

What  is  the  present  authority,  if  any,  of  the  U.S.  Army  Corps 
of  Engineers  relative  to  activities  on  the  Outer  Continental  Shelf 
beyond  the  territorial  waters  of  the  United  States? 

[The  information  follows:] 

Authority  for  Construction  of  a  Superport 

The  statutory  authority  for  construction  and  operation  of  a  superport 
within  the  territorial  seas  clearly  comes  within  the  scope  of  tlie  River  and 
Harbor  Act  of  3  March  1899,  33  U.S.C.  401  et  seq.  The  Outer  Continental 
Shelf  Lands  Act  extended  these  authorities  to  the  continental  shelf,  ^3  U.S.C. 
1333(f),  and  the  Corps  in  conjunction  with  the  Department  of  Interior  thus 
has  regulatory  autliority  over  construction  on  the  continental  slielf  beyond 
the  territorial  sea.  The  adequacy  of  this  authority  relative  to  operations  of 
deepwater  superports  is  not  as  clear,  and  would  require  careful  drafting  of 
any  permits  issued  for  construction  of  offshore  ports. 

The  Chairman.  The  other  question  is,  if  deepwater  offshore 
terminals  are  permitted,  what  would  be  the  budgetary  impact  on 
your  Agency? 

You  can  supply  those  answers  for  the  record,  as  I  said. 

[The  information  follows:] 

Budgetary  Impact 

The  budgetary  impact  would  be  relatively  small  and  would  be  for  financing 
our  permit  functions  under  the  River  and  Harbor  Act  of  1899. 

The  Chairman.  Mr.  Downing  is  recognized. 

Mr.  Downing.  Thank  you,  INIadam  Chairman. 

Has  the  corps  gone  so  far  as  to  study  the  selection  sites  for  these 
deepwater  terminals  ? 

General  Kelly.  Yes;  we  have  looked  at  the  specific  locations  in 
these  reports  but  only  at  the  fii-st  level  of  detail.  In  other  words, 
not  to  the  extent  that  we  would  be  prepared  to  recommend  issuing 
a  permit  at  a  specific  site. 

Our  environmental  studies  have  not  been  in  that  detail  as  far  as 
ocean  currents  and  the  like.  But  as  far  as  depth  of  water,  economics, 
the  overall  capabilities,  the  studies  will  address  these  in  considerable 
detail. 
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Mr.  Downing.  The  second  question  is  on  the  one  the  chairman 
submitted  for  the  record. 

An  individual  citizen  now,  could  he  ^o  out  and  establish  a  deep 
seaport  himself  without  permission  from  the  Corps  of  Enoineers? 

General  Kelly.  If  we  look  at  the  space  out  to  the  3-mile  limit, 
certainly  not.  There  is  no  question  that  permitting  would  be 
required  by  the  corps,  and  in  many  cases  by  the  States,  as  well. 

Mr.  Downing.  Is  there  any  restriction  that  you  know  of  which 
is  imposed  on  him  by  present  law? 

General  Kelly.  Beyond  the  o-mile  limit,  sir? 

^Ir.  Downing.  Yes. 

General  Kelly.  I  would  not  be  the  best  man  to  answer  that.  I 
cannot  cite  one. 

Mr.  Downing.  I  will  not  ask  the  question  then.  It  is  your 
considered  opinion,  or  the  Corps  of  Engineers  opinion  that  the 
deepwater  port  is  much  more  pi-eferable  than  the  dredging  of 
channels  in  the  existing  harbors? 

General  Kelly.  Yes,  sir,  we  would  see  that  as  more  economic, 
and  certainly  in  the  cases  we  liaA'e  looked  at,  the  more  desirable 
approach  from  an  environmental  point  of  view  as  well. 

Mr.  Downing.  Thank  you;  you  have  given  us  a  very  fine  report. 

The  Chairman.  Mr.  Eorsythe? 

]Mr.  Forsythe.  Thank  you.  Madam  Chairman. 

General  Kelly,  just  two  questions,  and  you  may  not  have  this 
tit  your  hand. 

Insofar  as  the  technology  of  transfer  from  a  deepwater  port  off- 
shore is  concerned  is  the  corps  studying  this,  and  if  not  who  is 
reviewing  this  part  of  the  problem? 

General  Kelly.  We  are  looking  at  it,  sir.  It  will  not  really  be  a 
major  portion  of  our  i-eport,  however.  We  are  working  with  other 
agencies  in  trying  to  stay  abreast  of  the  technology. 

It  appears  the  technology  is  there,  but  it  also  appears  that  the 
technology  could  be  improved,  and  I  am  sure  it  is  being  improved. 

We  are  not  including  this  aspect  as  a  major  portion  of  our 
report. 

One  of  the  reasons  is  that  the  transfer  problem  exists  whether 
you  have  a  supertanker  or  not.  Particularly  if  you  get  into  lighter- 
age from  larger  ships  out  in  the  stream.  We  simply  had  not 
considered  this  as  a  major  factor  in  our  studies. 

Mr.  Forsythe.  Well,  certainly  it  becomes  a  major  factor,  if  the 
environmental  considerations  are  to  be  protected.  If  we  are  only 
going  to  bring  a  monster  tanker  into  a  deepwater  port,  and  then 
have  all  the  problems  of  the  multiple  vehicle  transfer  situation, 
we  have  not  really  gained  much  from  an  environmental  standpoint, 
have  we? 

General  Kelly.  I  feel  certain  this  is  a  factor  that  has  been 
considered  in  the  spill  studies  which  were  conducted  primarily  by 
the  Coast  Guard.  They  have  been  looking  at  the  international 
experience  to  get  information  on  the  spill  problem  which  is  largely 
a  function  of  the  connection  and  breaking  of  connections  of  the 
transfer. 

Mr.  Forsythe.  This  would  be  the  Coast  Guard's  field? 

General  Kelly.  Primarily,  yes. 
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Mr.  FoRSYTHE.  As  a  matter  of  fact,  I  am  getting  into  tlie  same 
area  when  I  ask  about  the  technology  on  supertankers. 

Is  the  corps  looking  at  this  from  a  safety  standpoint,  in  terms 
of  technology? 

General  Kelly.  Really  very  little.  The  aspect  that  we  have 
looked  at  is  primarily  in  the  potential,  and  we  are  just  doing  a 
small  study,  of  a  shallower  draft  supertanker.  In  other  words, 
what  is  the  impact  of  broader  beam?  Is  it  reasonable?  And  how 
would  it  affect  the  dredging  requirement? 

As  far  as  the  other  aspects,  we  really  have  not  gotten  into  it, 

Mr.  FoRSYTHE.  I  believe  that  is  all. 

Thank  you,  Madam  Chairman. 

The  Chairman.  Mr.  Studds? 

Mr.  Studds.  Thank  you,  Madam  Chairman. 

General,  I  have  some  questions,  particularly  pertaining  to  the 
attachment  to  your  testimony  from  the  Department  of  the  Navy. 

Is  it  in  order  to  ask  you  about  that? 

General  Kelly.  Yes,  sir. 

Mr.  Studds.  What  intrigues  me  in  the  opposition  to  H.R.  5091 
by  the  Navy  is  their  reasoning  that  it,  in  fact,  constitutes  interim 
unilateral  action  by  the  United  States  on  a  subject  on  the  agenda 
of  the  Law  of  the  Sea  Conference,  namely  construction  of  deepwater 
ports  prior  to  the  Conference,  and  the  gist  of  the  argument  is  that 
the  enactment  of  this  bill  with  its  assertions  of  sovereignty  over 
marine  areas  seaward  of  the  territorial  sea  would  erode  the  United 
States  position  at  the  Conference. 

'V^Tiat  I  do  not  understand  is  why  the  administration's  bill, 
H.R.  7501,  which  is  referred  to  in  the  Navy's  statement  here  as 
the  ideal  way  to  handle  this,  does  not  raise  exactly  the  same  prob- 
lems. 

You  refer  us  then  to  H.R.  Y501,  and  you  say  the  approach  there 
taken  involves  a  determination  that  the  construction  and  operation 
of  superports  is  a  reasonable  use  of  the  high  seas. 

A  determination  by  whom?  Presumabl}^  unilaterally  by  the 
United  States. 

Why  does  that  not  raise  precisely  the  same  objection  as  the  other 

General  Kelly.  I  will  give  a  brief  answer,  and  will  expand  on 
it  for  the  record  if  I  may. 

Basically,  in  the  drafting  of  the  administration's  bill  this  was 
one  of  the  prime  factors  in  couching  it  in  terms  which  predicated 
deepwater  ports  as  a  "reasonable  use  of  the  high  seas"  so  that  there 
would  be  no  further  claim  of  sovereignty  in  the  area  under  considera- 
tion. 

Any  extension  of  Federal  jurisdiction  over  a  deepwater  port 
located  outside  the  territorial  waters  will  necessarily  raise  questions 
involving  principles  of  international  law.  Initially,  as  a  matter  of 
international  law,  it  is  necessary  to  establish  a  basis  for  construc- 
tion and  operation  in  high  seas  areas  of  deepwater  ports.  The  ad- 
ministration based  its  bill  on  the  theory  that  the  construction  and 
operation  of  a  deepwater  port  is  a  reasonable  use  of  the  high  seas. 
Under  this  theory  sovereignty  is  not  asserted  over  the  high  seas. 
However,  physical  uses  which  are  consistent  with  reasonable  regard 
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for  otlier  liigh  sea  users  are,  under  international  law,  permissible. 
In  this  age  of  rapid  technology,  the  use  of  deepwater  ports  would 
be  an  acceptable  adaptation  of  high  seas  usage  and,  arguably,  a 
necessary  concomitant  of  freedom  of  navigation.  At  the  same  time, 
we,  as  a  nation,  must  insure  that  the  deepwater  port  facility  does 
not  unduly  interfere  with  freedom  of  navigation,  marine  scientific 
research,  or  submarine  pipelines  and  further,  that  it  does  not  un- 
reasonably interfere  with  foreign  fishing  or  navigation.  A  properly 
located  deepwater  port  can  also  serve  as  a  port  of  refuge,  a  weather 
or  atmospheric  monitoring  station,  and  a  site  for  navigational  aides. 
Finally  a  deepwater  port  facility  can  further  aid  navigation  by 
relieving  the  traffic  congestion  in  other  port  areas  and,  thus,  reduce 
the  dangers  of  collision  and/or  marine  pollution. 

H.R.  5091  may  be  construed  as  a  unilateral  assertion  of  territorial 
sovereignty  over  the  site  of  the  deepwater  port  facilities,  extending 
sovereignty  to  individuals  and  ships  at  the  deepwater  port  and  in 
the  waters  adjacent  to  it.  It  is  this  unilateral  assertion  of  territorial 
sovereignty  beyond  the  territorial  sea  to  which  the  Department  of 
Defense  has  objected.  It  is  the  policy  of  the  United  States,  neither 
to  make  nor  to  recognize  unilateral  claims  to  sovereignty  beyond 
the  territorial  sea  except  as  provided  in  customary  and  conventional 
international  law  (9-mile  fishing  zone  and  contiguous  zone  for  en- 
forcement of  customs,  fiscal,  immigration,  and  sanitary  regulations). 
In  order  to  preserve  a  narrow  territorial  sea  throughout  the  world, 
which  is  essential  to  our  security  interests,  the  United  States  has 
consistently  protested  the  unilateral  extension  of  coastal-state 
sovereignty  and  jurisdiction  by  other  nations,  and  has  steadfastly 
maintained  that  such  matters  should  be  dealt  with  on  a  multina- 
tional basis  at  the  forthcoming  Law  of  the  Sea  Conference. 

H.R.  5898  asserts  that  any  "person"  who  wants  to  construct,  operate 
or  maintain  a  port  facility  beyond  the  territorial  sea  of  the  United 
States  must  get  a  permit  from  the  U.S.  Government.  The  term  "per- 
son" although  not  defined  in  the  bill,  clearly  includes  foreign  persons. 
Such  a  unilateral  claim  to  exercise  personal  jurisdiction  on  the  high 
seas  for  purposes  indicated  in  H.R.  5898  and  as  written  H.R.  5898  is 
contrary  to  present  international  law. 

Mr.  Studds.  In  other  words,  you  would  not  object  to  H.R.  5091 
if  it  did  not  have  language  that  could  be  interpreted  as  an  assertion 
of  sovereignty,  but  simply  to  provide  for  the  reasonable  use  of  the 
high  seas;  for  example,  the  development  of  superports. 

General  Kelly.  I  would  say  that  aspect  of  it  could  certainly  be 
clarified. 

I  think  there  would  be  other  objections  that  the  administration 
would  have. 

Mr.  Studds.  Would  there  be  other  objections  with  regard  to  pre- 
judicing the  Law  of  the  Sea  Conference? 

General  Kelly.  I  do  not  believe  so. 

Mr.  Studds.  Then  by  the  same  logic  you  have  no  objection  to 
extending  our  fisheries  jurisdiction  prior  to  the  Law  of  the  Sea 
Conference. 

General  Kelly.  I  think  we  have  gone  beyond  my  limited  area  of 
expertise. 
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Mr.  Studds,  I  think  the  administration  is  in  an  inconsistent 
position  to  argue  on  the  one  hand  that  it  is  reasonable  with  regard 
to  an  item  wliich  is,  in  fact,  on  the  agenda  of  the  Law  of  the  Sea, 
agenda  item  No.  18,  tlie  question  of  deepwater  ports,  that  in  this 
case  interim  unilateral  action  by  the  United  States  is  reasonable, 
but  in  another  case,  the  effort  to  preserve  fisheries — it  is  not  reason- 
able. This  sti'ikes  me  as  inconsistent,  and  I  want  to  try  again  and 
again  to  get  that  point  on  the  record,  and  see  if  we  can  clear  thi.t 
up. 

Madam  Chairman,  do  I  have  time  for  one  more  question? 

The  Chairmax.  Yes. 

Mr.  Studds.  You  say  in  your  statement.  General,  that  in  the 
North  Atlantic  I'egions  such  facilities  could  now  be  economically 
employed  to  service  existing  refinery  facilities. 

Could  you  tell  us  which  existing  facilities  are  indeed  sufficient 
to  utilize  these? 

General  Kellt.  Basically,  the  economics  of  the  deep  port 
fluctuate  about  1  million  barrels  a  day  requirement  and  the  import 
in  the  Xorth  Atlantic  area  is  at  that  level  now. 

This  is  the  premise  upon  which  that  statement  is  based.  The  re- 
fineries in  existence,  or  certainly  these  with  modernization,  could 
justify  a  deep  port. 

These  would  be  the  existing  ones  on  the  Delaware  River  and  in 
the  North  Jersey  area. 

Mr.  Studds.  Thank  you  very  much. 

Thank  you,  j\Iadam  Chairman. 

The  Chairman.  Mr.  du  Pont? 

Mr.  du  Poxt.  Thank  you,  Madam  Chairman. 

Madam  Chairman,  I  have  quite  a  list  of  questions  here,  and  I 
would  hope  that  if  my  5  minutes  expires,  that  when  the  other 
members  have  completed  their  questions,  I  might  come  back  again. 

General  Kelly,  does  the  Army  Corps  of  Engineers  have  a  position 
as  to  where  a  superport  ought  to  be  located? 

General  Kelly.  No;  not  as  far  as  saying  one  should  be  built  in 
a  specific  location. 

I  would  say  our  conclusion  is  couched  in  the  terms  that,  after 
review  of  the  economic  and  environmental  aspects,  superpoi-ts 
could  logically  be  developed  at  this  location,  a,  location  b,  or  if  a 
certain  size,  perhaps  location  c.  In  the  gulf,  three  or  four  locations 
are  possibly  depending  upon  where  the  industry  develops  new 
refineries. 

Mr.  du  Poxt.  Have  you  picked  the  locations  a,  b,  and  c? 

General  Kelly.  We  have  sited  spots  which  we  think  would  be 
reasonable  locations;  yes,  sir. 

Mr.  DU  Poxt.  Well,  that  confuses  me  a  little,  General.  I  have 
here  your  report  of  January  8,  Colonel  Strider  of  the  District, 
and  on  the  front  page  of  that,  and  I  quote: 

I  find  that  the  most  efficient  and  economical  sites  to  provide  facilities  for 
liandling  very  large  crude  carriers  in  the  North  Atlantic  region  would  be 
located  in  the  Atlantic  Ocean,  Long  Branch,  Cape  May,  New  Jersey,  or  at 
Delaware  at  the  Big  Stone  Beach. 

Then  it  goes  on  to  the  next  page  and  talks  about  tanker  size 
increasing  above  325,000  tons,  and  it  says,  and  I  quote: 
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In  that  case,  tlie  most  economic  and  efficient  system  would  be  a  mono-buoy 
system  off  Long  Branch,  New  Jersey,  and  a  facility  located  in  Delaware  off 
Big   Stone  Beach,   Delaware,  serving  the  Delaware   River   refineries. 

That  sounds  pretty  specific  to  me.  General. 

General  Kellt.  Yes,  sir,  but  I  do  not  believe  that  we  have  nec- 
essarily recommended  their  construction. 

We  have  fomid  that  the  most  efficient  and  economical  locations 
in  our  views  are  as  cited,  based  on  our  studies. 

I  do  not  believe  we  recommended  their  construction,  certainly 
not  by  a  Federal  a^jency. 

Mr.  Du  Pont.  You  have  not  really  recommended  their  construc- 
tion, but  in  this  report  you  are  kind  of  recommendino;  that  if  they 
were  to  be  constructed,  these  would  be  o;ood  places  to  put  them? 

General  Kellt.  Yes,  sir.  They  would  appear  to  be  logical  loca- 
tions. But  certainly  this  would  not  preclude  another  location.  But 
these,  in  our  view,  would  appear  to  be  the  most  logical. 

Mr.  DU  PoxT.  Would  be  the  best  ones? 

General  Kellt.  Yes,  sir. 

jNIr.  DU  Pont.  All  right  now,  you  testified  this  morning  on  page 
five  of  your  testimony,  and  page  four,  that  our  experience  shows 
unless  carefully  regidated,  development  of  deepwater  port  facilities 
will  likely  develop  some  expansion  of  petrochemical  complexes,  and 
you  say  the  significant  point  is  that  such  expansion  is  in  no  way 
inevitable. 

Xow,  on  page  15  of  your  January  report  you  say  therefore,  the 
construction  of  a  port  will  not  only  generate  new  refinery  activity 
in  close  proximity  to  a  terminal  facility,  but  could  also  induce  the 
establishment  of  larger  petrochemical  complexes  in  the  same  vi- 
cinity. 

It  seems  to  me  that  that  is  not  consistent.  Do  you  think  we  are 
going  to  have  refineries  or  not? 

General  Kellt.  If  I  may  refer  to  page  14,  the  opening  sentence, 
which  unfortunately  did  not  cari-y  through  very  clearly  throughout 
the  paper  you  refer  to.  States  that  for  an  evaluation  of  land  site 
impacts  an  underlying  assumption  is,  that  given  the  free  interplay 
of  economic  factors  and  the  absence  of  control  over  industrial  sit- 
ing, the  location  of  deepwater  ports  will  intend  to  induce  industrial 
concentration — this  is  what  was  found  to  be  true  in  the  foreign 
sitiuitions.  There  were  no  controls.  Industrial  development  just 
grew  like  Topsy,  and  the  point  we  have  tried  to  make  in  our  studies 
is  that  the  public  should  recognize  this  as  a  potential  problem.  If 
you  are  going  to  construct  a  deepwater  port,  recognize  that  there 
will  be  pressures.  The  State  agencies  must  take  action  to  recognize 
this  and  plan  accordingly.  That  is  our  point. 

]Mr.  DU  PoxT.  Does  tlie  Army  Corps  of  Engineers  believe  that  the 
States  policies  on  superport  location  ought  to  be  respected  by  the 
Federal  Government? 

I  am  sure  you  know  I  am  referring  to  the  Delaware  Coastal  Zone. 

Genei-al  Kellt.  Sir,  we  would  recognize  that  the  development  on 
land  is  certainly  going  to  be  a  State  controlled  function,  and  that 
under  Corps  policy,  a  permit  for  development  within  the  3-mile 
limit  would  not  be  issued  without  the  approval  of  the  Governor  of 
the  State. 
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That  is  our  cnrrent  policy  on  permitting.  In  that  sense,  we  would 
recognize  the  State's  view  has  a  very  significant  impact  on  the 
situation. 

Mr.  Du  Pont.  Now,  General,  let  me  come  back  to  a  question  asked 
a  moment  ago  by  Mr.  Studds. 

I  see  my  5  minutes  has  expired,  Madam  Chairman,  could  I  come 
back  to  those  questions  after  the  other  gentlemen  finish? 

The  Chairman.  Why  not  ask  them,  and  he  can  answer  them 
briefly,  and  enlarge  upon  them  if  he  wishes  to  do  so? 

]Mr.  DU  Pont.  Thank  you.  Madam  Chairman. 

General,  you  stated  that  you  thought  a  superport  facility  could  be 
economical  in  terms  of  serving  existing  refineries. 

I  thought  the  objective  here  was  to  get  more  oil  to  the  United 
States  because  we  have  an  energy  problem.  Is  not  the  real  objective 
of  a  superport  to  increase  our  oil  available  to  be  refined,  and  thus 
really  mean  the  building  of  a  lot  more  refineries? 

Is  that  not  what  we  are  really  after  ? 

General  Kelly.  My  reaction  would  be  negative  in  the  context  of 
the  North  Atlantic. 

I  believe  the  purpose  of  a  superport  is  to  import  that  amount  of 
crude  oil  that  needs  to  be  imported  as  economically  as  possible  and 
in  an  environmentally  safe  manner  as  is  possible. 

In  the  North  Atlantic,  the  quantity  now  being  imported  would 
justify  economically  the  construction,  and  would  appear  to  be  en- 
vironmentally superior  than  the  present  system. 

Mr.  DTJ  Pont.  In  the  interest  of  time  I  will  ask  my  last  question 
very  quickly. 

General,  you  conclude  in  your  reports  basically  that  the  further 
offshore  you  put  a  facility  the  less  likelihood  there  is  of  pollution, 
the  less  damage,  and  at  the  same  time  you  recommend  Big  Stone 
Beach,  Delaware,  which  is  15  miles  up  the  Delaware  River. 

I  do  not  understand  the  inconsistency. 

General  Kelly.  I  think  the  spills  causing  the  pollution  are  not 
much  different.  However,  the  effects  of  any  polluting  spills  that 
gets  to  the  shore  will  be  reduced  by  the  time  and  distance  factors. 

At  Big  Stone  Beach  one  of  the  basic  advantages  is  that  you  could 
contain  better  that  which  is  spilled,  I  think  the  damage  in  the  con- 
tained areas  might  be  more  severe,  but  you  would  have  lesser  area 
affected. 

There  are  differences  of  opinion  on  this  question.  We  definitely 
do  not  claim  to  have  all  the  answers. 

Mr.  DTJ  Pont.  Thank  you,  Madam  Chairman. 

The  Chairman.  INIr.  Treen? 

Mr.  Treen.  Thank  you,  Madam  Chairman. 

General,  I  believe  that  one  of  the  sites  the  Corps  has  looked  at  is 
off  the  coast  of  Louisiana,  about  18  miles  off  the  coast  of  Louisiana, 
in  the  Adcinity  of  Bayou  LaFourche,  is  that  correct? 

General  Kelly.  Yes,  sir. 

Mr.  Treen.  I  believe  in  your  January  report  it  was  concluded 
that  from  the  physical  standpoint  that  that  was  a  feasible  location 
for  a  deepwater  port,  is  that  correct? 

General  I^lly.  That  is  correct. 
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Mv.  Treen.  Has  anything  occurred  since  that  study  to  change  the 
opinion  of  the  corps?  Has  there  been  any  additional  information 
or  input  that  would  affect  that  conckision? 

General  Kelly.  No,  nothing  significant.  We  have  continued  down 
tlie  line  that  this  site  appears  to  be  one  of  the  viable  solutions  in 
the  gulf. 

JNIr.  Tree^^.  Would  you  care  to  compare  the  different  locations 
tliat  the  corps  has  concluded  are  feasible,  without  reference  now  to 
what  an  adjoining  State  might  want,  but  in  terms  of  all  the  factors 
considered  in  your  report? 

Let  me  tell  you  first  of  all  that  I  am  from  Louisiana.  We  verv 
much  want  that  port. 

General  Kellt.  I  understand. 

]Mr.  Treex.  I  think  I  can  speak  to  the  extent  that  the  State  de- 
sires it.  and  it  is  an  important  element,  and  certainly  I  am  confident 
in  saying  this,  that  I  am  voicing  the  opinion  of  all  public  officials 
in  Louisiana  who  would  very  much  like  to  have  that  site  approved 
for  at  least  one  of  the  oil  import  facilities. 

General  Kelly.  The  reason  I  delayed  in  answering  your  question 
was  that  I  had  the  impression  that  you  are  asking  for  an  evalua- 
tion in  order  of  priority. 

Uv.  Treen.  Yes. 

General  Kelly.  I  would  hesitate  to  make  that.  I  do  not  believe 
our  study  is  in  that  detail,  and  I  certainly  do  not  have  the  informa- 
tion with  me. 

We  find  that  there  are  three  or  four  sites  which  would  be  ac- 
ceptable from  the  environmental  point  of  view  and  are  also  eco- 
nomically justified,  but  much  is  dependent  upon  certain  future 
happenings,  such  as  future  refinery  locations.  This  would  appear 
to  be  an  industry  decision,  and  it  would  tend  to  determine  the  best 
port  location. 

As  far  as  saying  whether  your  port  is  better  than  Freeport,  or 
iSIobile,  we  have  not  reached  such  a  conclusion. 

Mr.  Treex.  Would  it  be  fair  to  say  that  the  site  you  studied  oft' 
the  coast  of  Louisiana,  you  found  it  to  be  ideal? 

General  Kelly.  We  found  it  to  be  one  of  the  better  sites. 

Mr.  Treen.  Now,  under  the  administration's  bill,  what  will  the 
corps'  input  be  into  the  decision?  Under  the  administration's  bill 
the  Secretary  of  the  Interior  would  issue  the  license. 

General  Kelly.  As  we  would  see  it,  our  involvement  would  be 
pretty  much  the  same  as  it  is  now,  except  that  we  would  not  issue 
the  final  license  or  permit. 

We  would  be  concerned  about  the  navigational  aspects.  We  would 
be  involved  in  the  permitting  of  anything  within  the  3-mile  limit, 
and  also  we  would  expect  to  be  involved  in  the  engineering  view 
and  analysis  of  the  proposed  construction. 
]Mr.  Treex.  This  is  my  last  question. 

Have  you  received  any  applications  from  any  firms  or  persons 
or  local  government  agencies  for  any  kind  of  permits  in  connec- 
tion with  the  construction  of  a  deepwater  port  oft'  the  coast  of 
Louisiana  ? 

General  Kelly.  I  have  no  knowledge  of  them  here  in  Washing- 
ton. If  they  have  been  recently  received  in  Louisiana,  I  am  just  not 
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familiar  with  them.  I  will  check  that  and  provide  it  for  the  record. 
[The  following  was  supplied  in  response  to  the  foregoing:] 

No  applications  for  permits  to  construct  a  deepwater  port  off  the  coast 
of  Louisiana   liave  been  received  to  date. 

Mr.  Treen.  I  appreciate  that. 

Thank  yon,  General. 

Thank  you,  IMadam  Chairman. 

The  Chairman.  IMr.  Metcalfe? 

Mr.  Metcalfe.  No  questions. 

The  Chairman.  Mr.  Lott? 

jMr.  LoTT.  Thank  you,  jNIadam  Chairman. 

General,  I  would  like  to  thank  you  for  a  very  fine  statement. 

I  would  like  to  ask  you  to  expand  on  a  couple  of  sections.  You 
have  had  hearings  throughout  the  Gulf  Coast  area.  Where  have 
those  hearings  specifically  been  held?  Can  you  give  me  that  infor- 
mation ? 

I  know  that  you  had  a  couple  of  hearings  in  Mobile. 

General  Kelly.  Tampa,  Fla. ;  New  Orleans,  La.;  Mobile,  Galves- 
ton, Tex. 

]\Ir.  LoTT.  And  you  have  determined  that,  I  believe,  on  two  oc- 
casions you  have  mentioned  this  morning  you  feel  three  or  four 
varieties  of  superports  could  possibly  be  constructed  in  the  Gulf,  is 
that  correct? 

General  Kelly.  That  is  correct. 

Mr.  LoTT.  And  without  any  expected  congestion  or  environmental 
problems  as  a  result  of  more  than  one  or  two. 

General  Kelly.  That  is  our  view.  The  environmental  part  is  still 
really  being  worked  out.  That  has  not  been  completely  done. 

This  view  is  primarily  from  the  economic  justification  aspects, 
and  the  initial  look  at  the  environmental  aspects. 

Mv.  Lott.  General,  expand  just  a  little  bit  on  what  you  look  at 
on  trying  to  decide  whether  or  not  a  site  is  feasible.  1  know  you 
consider  the  environmental  part  of  it. 

What  else  do  you  consider?  These  reports  you  are  going  to  pre- 
sent to  the  Congress,  exactly  what  do  you  look  at  ?  Give  me  a  variety 
of  things  you  look  at. 

General  Kelly.  We  look  at  the  depth  of  water. 

Mr.  LoTT.  Present  depth  of  water? 

General  Kelly.  Yes.  Current  flow,  location  relative  to  the  marsh- 
land and  degradable  marshland  assets,  adjacent  shoreland  that 
could  be  utilized  for  the  tank  farms  which  will  be  required,  if  not 
existing  already. 

I  think  the  market  and  the  existing  refineries  certainly  are  the 
driving  force  in  the  initial  look,  because  in  the  Gulf,  we  are  really 
transitioning  from  local  crude  sources  to  offshore  crude,  and  the 
initial  transition  will  be  to  existing  refineries. 

That  is  the  first  step,  and  these  two  factors  would  have  a  great 
deal  to  do  with  the  location  of  deepwater  ports. 

Later,  as  you  get  a  growth  in  demand  for  product  and  a  demand 
for  new  refineries,  comes  the  question  of  where  the  new  refinery  is 
going  to  be  located.  This  uncertainty  is  why  you  can  find  a  number 
of  viable  ports.  If  industry  decides  they  would  like  to  locate  a 
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refinery  in  a  given  location,  it  miglit  tlien  justify  a  deep  port.  This 
is  a  function  of  the  economics  which  is  quite  dependent  on  the 
States'  policies. 

]Mr.  LoTT.  You  do  consider  available  transportation  off  the  shore? 

General  Kelly.  Pipeline  locations. 

INIr.  LoTT.  Do  you  consider  the  proximity  of  the  shoreland  to  the 
deepwater  port  ? 

I  know  off  IMobile  there  is  close  deepwater,  only  12  miles. 

General  Kelly.  That  is  correct.  Also,  we  look  at  the  economic 
benefits  to  the  area. 

Mr.  LoTT.  That  is  the  point  I  would  like  to  seize  on. 

You  do  consider,  I  believe,  that  Congress  directed  that  the  eco- 
nomics be  looked  at,  and  that  that  does  not  necessarily  mean,  as 
Mr.  du  Pont  was  saying,  the  superports  should  be  constructed  in 
the  area  where  they  will  benefit  existing  refineries.  It  can  also  be 
involved  looking  at  an  area  that  economically  needs  this,  or  has  the 
land  for  an  expansion,  or  where  you  can  add  refineries  without 
additional  problems,  is  that  correct? 

General  Kelly.  That  is  correct.  We  would  see,  in  the  Gulf  area, 
that  construction  of  ports  and  the  consequent  increase  in  refineries 
and  petrocliemicals  w^ould  be  an  economic  boost  to  whatever  area 
it  happened  to  go  into.  But  it  carries  with  it  certain  problems,  of 
course.  It  carries  with  it  the  additional  requirements  for  schools 
and  roads,  and  other  municipal  services.  We  are  trying  to  spell 
this  out  in  our  studies  to  alert  the  local  governments  that  there  will 
be  certain  burdens  that  come  along  with  this  rapid  growth. 

Mr.  LoTT.  You  mentioned  here  you  are  also  trying  to  identify 
the  most  likely  transportation  system  alternatives. 

Have  you  come  up  with  any  alternatives? 

General  Kelly.  This  was  stated  in  the  context  that  if  we  de- 
termined the  deep  ports  were  not  really  a  desirable  thing,  what 
were  the  alternatives? 

One  of  the  alternatives,  of  course,  is  the  development  of  a  trans- 
shipment facility  in  the  Bahamas,  or  up  in  Canada. 

These  are  viable  alternatives,  but  they  certainly  appear  to  be  less 
desirable  from  our  point  of  view. 

Mr.  LoTT.  One  final  question.  General. 

Like  my  distinguished  colleague  here  from  Louisiana,  I  represent 
an  area  interested  in  this  Pascagoula-Mobile  area. 

Have  your  reports  indicated  that  to  date  there  is  a  possibility  of 
a  site  off  the  Pascagoula-lMobile  area  that  would  be  a  feasible  one? 

General  Kelly.  Yes,  sir,  we  find  that  area  is  a  good  location. 

]Mr.  LoTT.  Thank  you  very  much. 

Thank  you,  Madam  Chairman. 

The  Chairman.  Mr.  Pritchard? 

INIr.  Pritchard.  Thank  you,  IMadam  Chairman. 

General  Kelly,  what  sites  in  the  Northwest  part  of  our  country 
are  considered  reasonable  sites? 

General  Kelly.  There  were  a  number  in  the  Northwest  primarily 
because  the  Northwest  has  natural  deepwater.  We  find  that  in  the 
Puget  Sound  area  there  are  a  number  of  specific  sites  that  are 
feasible. 
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_  Mr.  Pritchaki).  Had  you  thouglit  of  having  the  deep  water  port 
right  in  the  sound,  or  off  the  sound? 

General  Kelt.t.  Actually,  it  is  capable  of  being  constructed  there 
virtually  just  off  the  shore,  by  the  construction  of  a  pier. 
Mv.  Pritciiard.  That  is  what  concerns  us. 

General  Kelly.  This  would  be  feasible.  Of  course,  you  could  also 
go  offshore. 

One  of  tlie  advantages  in  being  in  close  is  that  you  do  have  a 
little  better  control  of  the  ship  when  it  is  tied  right  into  a  fixed 
facility. 

We  are  really  not  as  far  along  on  our  west  coast  study.  I  have 
much  less  detail  there  as  they  started  later. 

Also  we  find  tliat  the  demand,  the  economic  justification  on  the 
west  coast  is  trailing  both  the  gulf  and  the  south  Atlantic.  It  does 
not  reallv  crossover  and  become  a  paving  thing  until  the  late 
1970^s. 

My.  Pritciiard.  The  ISTorthwest,  or  on  the  west  coast  ? 
General  Kelly.  The  west  coast  as  a  wdiole,  really. 
Mv.  Pritciiard.  With  California  being  the  market,  would  that 
not  be  the  logical  place? 

General  I\jelly.  That  is  right.  Both  the  San  Francisco  and  Los 
Angeles  areas  have  been  considered. 

Part  of  the  problem,  of  course,  is  where  the  refineries  are  going 
to  be  located.  The  refineries  will  tend  to  be  located  where  the  de- 
mand would  be  for  the  increased  imported  crude. 

Mr.  Pritciiard.  In  the  Northwest,  would  it  be  a  matter  of  piping 
it  from  there? 

General  Kelly.  You  could  cither  pipe  the  crude,  or  refine  it,  and 
move  the  product.  But  that  would  not  appear  to  be  economic. 

INIr.  Pritchard.  I  am  sure,  as  you  know,  we  are  not  exactly  like 
our  gulf  coast  neighbors.  We  have  lots  of  people  who  are  very  dis- 
turbed and  concerned  about  having  a  deep  water  port,  in  light  of 
the  amounts  of  crude  oil  that  are  being  brought  into  the  sound  now. 
We  have  sharp  differences  of  opinion. 

Have  you  ever  seen  one  of  these  deepwater  ports? 
General  Kelly.  No,  sir ;  I  have  not. 

INIr.  Pritchard.  I  have  been  asking  just  about  everybody,  and  I 
have  yet  to  run  into  anybody  who  has  seen  one. 

General  Kelly.  My  predecessor,  who  was  involved  in  this  work 
until  December  when  I  came  in,  went  to  Japan  and  did  view  their 
deepwater  port  sites  and  refinery  locations. 

We  also  have  certain  people  in  the  office  who  have  observed 
them,  but  I  have  not  personally. 

Mr.  Pritchard.  If  a  deepwater  port  is  built  I  take  it  that  it 
would  be  done  by  a  private  company?  Would  this  port  serve  just 
one  company,  or  wall  it  be  shared  by  others? 

General  Kelly.  Not  logically.  In  the  gulf,  for  instance,  there  are 
consortiums  of  10  or  12  companies  who  are  working  together. 

It  would  appear  that  from  a  trade  point  of  view,  and  a  monojooly 
point  of  view,  the  likely  solution  would  be  a  grouping  of  companies 
who  would  operate  a  port  as  a  public  facility  available  to  most 
anyone  who  wanted  it. 
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]Mr.  Pritchard.  But  the  legislation  under  consideration  does  not 
guarantee  that  port  Avill  not  be  monopolized  by  a  single  company? 
They  could  be  set  up  in  any  manner,  right? 

In  other  words,  three  outfits  could  set  up  a  superport,  and  it 
would  be  up  to  them  whether  they  opened  up  to  others.  They  could 
have  great  leverage. 

General  Kelly.  They  recognize  this  problem.  In  the  discussions 
I  have  had  with  the  oil  companies  they  recognize  the  antitrust 
problem. 

Mr.  Pritchard.  Do  you  think  it  is  necessary  to  write  appropriate 
hmguage  into  this  legislation? 

General  Kelly.  I  was  looking  at  my  papers  to  see  if  it  had  been 
put  into  the  bilk  I  cannot  answer  right  off  the  top  of  my  head  as 
to  whether  it  is  in  the  bill  or  not. 

Mi:  Pritchard.  I  think  it  is  terribly  important  that  we  do  not 
allow  a  few  companies  to  have  a  fixed  facility,  because  it  opens  up 
the  door  to  all  types  of  antitrust  problems. 

General  Kelly.  This  is  definitely  a  problem.  The  number  of 
deep  water  ports  is  not  going  to  be  unlimited.  They  are  going  to 
be  limited  in  number,  and  therefore,  there  does  have  to  be  some 
assurance  there  is  free  access  to  these  facility. 

Mv.  Pritchard.  That  is  all. 

Thank  you,  ]Madam  Chairman. 

The  Chairman.  Mr.  Bowen? 

jSIr.  BowEX.  Xo  questions. 

The  Chairmax.  Mr.  Coheii? 

]Mr.  CoHEx.  Thank  you,  INIadam  Chairman. 

General  Kelly,  I  just  have  one  point  I  would  like  to  discuss  with 
you. 

There  have  been  some  studies  conducted  in  the  North  Atlantic  re- 
gion, is  that  correct  ? 

General  Kelly.  Yes. 

Mr.  CoiiEX.  And  that  would  include  the  coastline  of  ;Maine.  as 
well? 

General  Kelly.  Yes. 

Mr.  Cohen.  What  specific  areas  were  studied  for  consideration  of 
a  deep  water  port? 

General  Keli/Y.  In  the  Maine  area,  we  looked  at  jMachiasport, 
early  in  the  study  then  my  recollection  is  that  this  Avas  one  of  those 
areas  which  dropped  out  primarily  because  of  the  lack  of  existing 
landside  development.  We  just  did  not  consider  at  it  as  one  of  the 
prime  locations. 

In  our  studies  vre  have  not  really  recommended  anything  in  the 
Maine  coast  as  a  likely  spot. 

Mr.  CoiiEx.  Wlien  you  say  "we,"  is  this  the  Coast  Guard  or  the 
Corps  of  Engineers  ? 

General  Kelly.  The  Corps  of  Engineers. 

Mr.  CoHEX.  They  have  not  then  recommended  any  point  in  ]Maine 
for  active  consideration  for  a  superport  ? 

General  Keli,y.  We  have  not  found  any  site  in  ]Maino  to  be  one  of 
the  more  logical  locations  for  siting  from  an  economic  point  of  view. 
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Mv.  Cohen.  From  an  economic  point  of  view?  Why  do  you  say 
that? 

General  Kelly.  Just  based  on  the  fact  that  we  liave  certain  areas 
which  are  developed  as  refinery  areas  in  the  North  Atlantic  area, 
and  that  the  logical  location  for  the  port  would  be  near  the  existing 
refinery  areas.  The  justification  to  put  one  in  an  area  that  has  no 
significant  facilities  such  as  Machiasport  would  make  it  questionable 
from  the  economic  point  of  view. 

At  the  time  we  looked,  there  was  not  a  great  interest  in  INIaine  in 
developing  the  needed  infrastructure,  and  without  this  the  port  is 
not  needed. 

Mv.  Cohen.  When  you  make  reference  to  the  economics,  though,  it 
seems  on  the  one  hand  you  are  suggesting  the  Federal  Government 
ought  not  to  get  involved  with  financing  any  portion  of  such  a  port, 
and  leave  it  up  to  private  industry. 

In  your  opinion,  would  private  industry  be  in  a  better  position  to 
determine  the  economics  of  constructing  a  refinery  ? 

General  Kelly.  There  is  no  question  they  would.  This  is  the  rea- 
son, that  when  we  say  this  looks  like  a  logical  location,  one  has  to 
keep  in  mind  that  if  it  should  be  an  industry-developed  facility,  that 
they  may  not  agree  with  our  analysis. 

Mr.  Cohen.  At  least  from  the  Corps  of  Engineers'  point  of  view 
it  was  not  economically  sound  ? 

General  Kelly.  Eight. 

Mr.  Cohen.  Are  you  aware  of  that  the  area  of  Eastport,  Maine,  is 
being  considered  for  a  refinery,  that  an  application  has  been  filed  on 
behalf  of  Pittston? 

General  Kelly.  I  read  that  in  the  paper. 

Mr.  Cohen.  You  are  not  familiar  with  that  ? 

General  Kelly.  No,  I  am  not. 

Mr.  Cohen.  I  was  just  wondering  would  your  studies,  or  that  is 
the  Corps  of  Engineers'  studios  have  dealt  in  any  detail  with  tides 
in  the  Machiasport  or  Eastport  area  ? 

Genera]  Kelly.  I  feel  certain  that  we  would  have  that  material  in 
our  backup  studies. 

Mr.  Cohen.  There  seems  to  be  a  legitimate  debate  taking  place  as 
to  whether  or  not  the  force  of  the  tides  in  that  area  would  make  it 
environmentall}'^  unsafe  for  the  large  supertankers  to  traverse  those 
waters. 

Perhaps  you  are  familiar  that  the  Canadian  Cabinet  has  recom- 
mended against  allowing  the  supertankers  to  cross  their  waters. 

General  Kelly.  I  have  read  that  in  tlie  papers. 

Mr.  Cohen.  Do  you  have  any  opinion  as  to  whether  or  not  that  is 
motivated  by  their  own  economic  concerns  rather  than  environmen- 
tal concerns? 

General  Kelly.  I  reallv  could  not  state,  sir. 

Mr.  Cohen.  You  have  no  opinion? 

General  Kelly.  I  have  no  background  to  form  such  an  opinion. 

^Ir.  Cohen.  Thank  you.  Madam  Chairman. 

The  Chairman.  Any  other  questions  ? 

jMr.  Downing.  One  question,  Madam  Chairman. 

General  Kelly,  has  the  Corps  made  any  study  as  to  what  is  the 
most  suitable  type  of  deep  seaport,  whether  it  be  monobuoys  or  fixed 
platforms  ? 
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General  Kelly.  I  think  our  view  would  be  that  the  most  likely 
and  logical  one  to  be  developed  is  the  mono-buoy,  primarily  from  an 
economic  point  of  view. 

There  are  others  who  believe  that  a  fixed  facility,  a  pier  or  an  is- 
land, is  superior,  and  I  agree  it  would  have  certain  advantages. 

It  has  also  certain  disadvantages  if  the  seas  are  of  a  certain  type. 
But  economics,  in  our  view,  will  tend  to  lead  you  to  the  single  point 
mooring  or  mono-buoy  system. 

Mr.  Downing.  Thank  you. 

The  Chairman.  Thank  you  very  much.  General,  for  your  testi- 
mony. The  staff  will  forward  additional  questions  to  be  answered  for 
the  record. 

[The  questions  and  answers  follow :] 

Question  1. — Provide  a  detailed  listing  and  analysis,  with  reasons  therefore, 
of  all  the  laws  and  programs  administered  "by  the  Corps  of  Engineers  which 
toould  have  impact  upon  or  be  affected  by  enactment  of  H.R.  7501  or  similar 
legislation  providing  for  the  construction  and  operation  of  deepwater  ports. 
Indicate  which,  if  any,  of  these  laws  should  be  specifically  amended,  repealed, 
modified,  or  expanded  in  the  provisions  of  such  legislation. 

Answer. — Pursuant  to  Section  10  of  the  River  and  Harbor  Act  of  1899  (33 
U.S.C.  403),  the  Army  Corps  of  Engineers  exercises  regulatory  autliority  over 
any  activity  in  or  affecting  navigable  waters  of  the  United  States,  including 
dredging.  This  regulatory  responsibility  encompasses  onshore  as  well  as 
offshore  activities  when  the  particular  onshore  activity  will  affect  the  course, 
condition  or  capacity  of  a  navigable  water  of  the  United  States.  Navigable 
waters  of  the  United  States  have  been  administratively  defined  by  the  Corps 
(see  37  Federal  Register  18389,  September  9,  1972)  and  generally  include  those 
waters,  including  the  territorial  seas,  which  are  subject  to  the  ebb  and  flow  of 
the  tide  or  which  have  been  used,  are  used,  or  are  susceptible  of  use  as  an 
instrument  of  interstate  commerce.  The  Outer  Continental  Shelf  Lands  Act  (43 
U.S.C.  1333  (f ) )  extended  this  regulatory  authority  to  the  construction  of  arti- 
ficial islands  and  fixed  structures  on  the  outer  continental  shelf  beyond  the 
territorial  sea. 

In  addition,  pursuant  to  Section  404  of  the  Federal  Water  Pollution  Control 
Act  (PL  92-500,  33  U.S.C.  1344),  the  Corps  also  exercises  regulatory  authority 
over  the  discharge  of  dredged  or  fill  material  in  navigable  waters.  Navigable 
waters  as  defined  by  this  Act  include  the  waters  of  the  United  States  includ- 
ing the  territorial  seas.  Section  103  of  the  Marine  Protection,  Research  & 
Sanctuaries  Act  (PL  92-532,  33  U.S.C.  1413)  also  places  regulatory  authority 
in  the  Corps  for  the  transportation  of  dredged  material  for  the  purpose  of  dis- 
posal in  ocean  waters.  Ocean  waters  as  defined  by  that  Act  mean  those  waters 
of  the  open  sea  lying  seaward  of  the  baseline  from  which  the  territorial  sea  is 
measured.  These  additional  regulatory  programs  pertain  to  offshore  activities 
and  could  also  pertain  to  onshore  activities  if  those  activities  involve  disposal 
or  placement  of  dredged  or  fill  material. 

Generally,  as  expressed  in  interim  Corps  regulations  contained  in  FR  12217 — 
10  May  1973  the  decision  to  issue  a  permit  will  be  based  on  an  evaluation  of 
the  proposed  structure  or  work  and  its  intended  use  on  the  general  public 
interest.  Factors  which  are  considered  in  this  public  interest  review  include 
conservation,  economics,  esthetics,  general  environmental  concerns,  historic 
values,  fish  and  wildlife  values,  flood  damage  prevention,  land  use  classifica- 
tions, navigation,  recreation,  water  supply,  water  quality  and,  in  general,  the 
needs  and  welfare  of  the  people.  In  those  permit  situations  involving  the  con- 
struction of  fixed  structures  or  artificial  islands  on  the  outer  continental  shelf 
lands  which  are  under  mineral  lease  from  the  Department  of  the  Interior,  the 
Corps  decision  as  to  whether  a  permit  will  be  issued  is  based  on  an  evaluation 
of  the  impact  of  the  proposed  activity  on  navigation  and  national  security.  In 
all  other  permit  cases  involving  the  construction  of  fixed  structures  or  artifi- 
cial islands  on  the  outer  continental  shelf,  the  Corps  evaluation  is  based  on 
the  impact  of  the  proposed  activity  on  the  general  public  interest,  considering 
the  factors  indicated  above. 
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Additionally,  the  Coi-ps  has  general  authority  under  specific  authorizations 
by  Congress,  either  legislative  actions  or  resolutions  by  either  the  House  or 
Senate  Public  Worlvs  Committee,  to  undertake  planning  investigations  of  water 
and  related  land  resources  projects.  The  regional  deepvpater  port  facilities 
studies  for  the  North  Atlantic,  Gulf  and  West  coasts  are  planning  investiga- 
tions authorized  by  resolutions. 

Under  the  provisions  of  H.R.  7501,  the  CoiiJS  of  Engineers  interprets  its 
responsibilities  within  navigable  waters  of  the  United  States,  including  the  ter- 
ritorial sea,  as  generally  remaining  the  same.  H.R.  7501  would  specifically 
extend  autliorities  of  the  Secretary  of  Army  discussed  above  to  deepwater 
ports.  There  appears  to  be  no  need  to  amend,  repeal,  modify  or  expand  any 
provisions  of  the  existing  laws  administered  by  the  Corps  of  Engineers. 

Question  2. — Provide  a  detailed  analysis  of  exactly  what  role  the  Corps  of 
Engineers  and  DOD  will  play  upon  enactment  of  H.R.  7501,  or  similar  legisla- 
tion, in  terms  of  federal  agency  responsibility,  inter-agency  coordination,  and 
regulation  of  the  construction  and  operation  of  the  deepicater  port. 

Answer. — The  Army  Corps  of  Engineers  exercises  broad  regulatory  authori- 
ties over  activities  in  or  affecting  navigable  waters  of  the  United  States  (33 
U.S.C.  401  et  seq.),  as  well  as  the  deposit  of  dredging  or  fill  material  in  navig- 
able waters  (Sec.  404  of  F.W.P.C.A.,  PL  92-500).  Section  111  (b)(1)  and  (2) 
of  H.R.  7501  specifically  extend  those  authorities  to  deepwater  ports. 

Question  3. — Assuming  enactment  of  H.R.  7501  or  similar  legislation,  provide 
a  five-year  cost  estimate  of  the  Department  of  Defense  and  the  Corps  of  Engi- 
neers, in  terms  of  monies  and  personnel,  ichich  could  he  required  to  implement 
these  agency  responsibilities. 

Answer. — As  previously  submitted  for  the  record  to  this  Committee,  the 
budgetary  impact  would  be  relatively  small  due  our  existing  capability  and 
would  be  for  financing  our  permit  functions.  Permit  functions  could  necessitate 
considerable  funding  outlays  for  environmental  assessment;  however,  since  the 
Department  of  Interior  has  the  responsibility  under  H.R.  7501  for  preparing 
the  environmental  impact  statement  it  is  expected  that  funding  will  be  pro- 
vided by  that  Agency. 

Question  4- — In  regard  to  Congressionally  authorized  "regional  navigation 
studies"  cited  iy  you  on  page  286  and  287  of  the  transcript,  provide  a  listing 
of  those  studies  undertaken,  completion  status,  synopsis  of  findings  and  conclu- 
sions, and  specific  actions  and  timeframes  required  to  complete  such  studies. 

Answer. — In  December,  1970,  Congress  authorized  the  first  study  of  regional 
navigation  requirements,  "with  particular  reference  to  economies  afforded  by 
the  use  of  supersized  bulk  transpoi-t  vessels  and  tankers."  The  first  regional 
study  authorization  pertained  to  the  Texas  Gulf  coast.  Subsequent  study  reso- 
lutions expanded  the  study  assignment  to  cover  the  Gulf  coast  from  Browns- 
ville, Texas,  to  Tampa,  Florida,  and  also  authorized  regional  assessment  of 
navigational  facility  requirements  for  the  North  Atlantic  and  Pacific  coasts. 

Despite  differing  times  for  study  authorizations  and  appropriation  of  study 
funds,  the  Corps  sclieduled  the  three  regional  studies  in  concert,  with  first 
field-level  reports  for  each  region  to  be  completed  by  about  1  July  of  this  year. 
Each  of  the  studies,  while  addressing  unique  regional  conditions,  was  to 
achieve  two  common  objectives  : 

a.  Demonstrate  the  net  advantage  or  disadvantage  to  employment  of  super- 
sliip  technology,  and ; 

b.  Assuming  adequate  net  advantage,  identify  the  most  likely  or  most  feasi- 
ble sites  or  locations  for  its  employment  within  the  respective  regions  under 
study,  or  conversely,  identify  the  most  likely  transportation  system  alterna- 
tives and  associated  problems,  in  the  absence  of  deepwater  port  facilities. 

Report  Summaries 

A  short  synopsis  of  each  of  the  three  Corps  of  Engineers  deep  port  studies 
follows : 

Gulf  Coast 

The  Gulf  coast  deepwater  port  study  included  the  Gulf  coastal  area  between 
Brownsville,  Texas,  and  Tampa,  Florida.  Historically,  the  Gulf  coast  has  been 
a  surplus  producer  of  domestic  crude  oil  and  refined  products.  Current  projec- 
tions indicate  that  production  of  crude  oil  along  the  Gulf  coast  is  peaking  and 
M'ill  begin  to  decline  in  the  foreseeable  future.  However,  current  demands  by 
the  crude  oil  deficient  areas  of  the  Southeast,  Northeast,  and  Mid-Continent 
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have  increased  total  demand  for  Gulf  coast  crude  oil  and  finished  products  to 
this  point  where  importation  of  foreign  crude  oil  to  the  Gulf  has  become  nec- 
essary. 

Crude  oil  imports  are  projected  to  come  from  the  Middle  East  and  North 
Africa.  AVithout  deepwater  port  facilities  along  the  Gulf,  small  vessels  may 
continue  to  transport  the  crude  oil  direct  to  the  Gulf,  utilizing  existing  naviga- 
tion channels ;  or,  more  likely,  very  large  crude  oil  carriers  vrill  transport  the 
crude  oil  to  a  deepwater  port  in  the  Bahamas,  and  transfer  it  to  smaller  ves- 
sels for  transshipment  to  the  Gulf.  Thus,  a  deepwater  port  in  the  Bahamas 
was  usetl  as  the  base  condition  in  our  economic  analysis. 

The  following  deepwater  port  facility  systems  were  investigated : 

a.  No  action  (existing  system). 

b.  A  five  dredged-chaimel-system  to  inland  ports  with  depths  ranging  from 
60  feet  to  100  feet.  The  channels  included  in  this  system  are  Mobile  Harbor ; 
aiississippi  River,  Southwest  Pass  to  Baton  Rouge ;  Sabine  Pass ;  Galveston 
Harbor ;  and  Corpus  Christi. 

c.  A  system  of  artificial  islands  protected  by  breakwaters  for  offloading 
supertankers  and  storing  crude  oil  located  offshore  in  approximately  100  feet 
of  water  with  barge  or  pipeline  distribution  to  the  refinery  complexes.  The 
three  site  locations  considered  are  in  the  vicinity  of  Mobile-Pascagoula 
(approximately  32  miles  offshore)  ;  Bayou  Lafourche  (approximately  17  miles 
off  the  Louisiana  coast)  ;  and,  Freeport  (30  miles  off  the  Texas  coast). 

d.  Monobuoy  systems  located  offshore  in  approximately  100  feet  of  water 
with  pipeline  distribution  to  intermediate  landside  storage  and  barge  or  pipe- 
line distribution  to  the  refinery  complexes.  The  monobuoy  site  locations  consid- 
ered were : 

(1)  Panama  City  (13  miles  offshore). 

(2)  Peusacola  (24  miles  offshore). 

(3)  Mobile-Pascagoula  (32  miles  offshore). 

(4)  Southwest  Pass  (15  miles  offshore). 

(5)  Bayou  Lafourche  (17  miles  offshore). 

(6)  Sabine  Pass  (80  miles  offshore). 

(7)  Freeport  (30  miles  offshore). 

(8)  Corpus  Christi  (23  miles  offshore). 

The  dredged  channels,  artificial  islands,  and  monobuoy  systems  were  consid- 
ered as  mutually  exclusive  systems;  therefore,  no  combinations  were 
investigated. 

Evaluation  of  these  systems  showed  that  the  no-action  alternative  would 
pose  a  more  direct  threat  to  estuaries  and  marshes  than  offshore  facilities  and 
the  probability  of  oil  spills  would  be  greater.  However,  secondary  (landside) 
impacts  would  be  less  than  with  the  other  alternatives  because  of  dispersion. 
The  dredged  channel  system  would  have  the  most  direct  impact  on  the  envi- 
ronment; the  monobuoy  system  the  least.  Offshore  facilities  would  generally 
reduce  possibilities  of  oil  l)eing  spilled  directly  into  biologically  productive 
estuaries  and  marshes ;  but,  depending  on  location,  associated  secondary  devel- 
opment may  place  a  severe  stress  on  a  region's  land,  water,  and  air  resources. 

The  major  social  and  economic  impacts  would  be  caused  by  the  changes  in 
the  scale  of  crude  petroleum  refining  activity.  Changes  are  measured  in 
employment,  population,  earnings,  and  income  for  subareas  of  the  Gulf  coast 
region.  From  these  measurements,  other  social  and  economic  effects  were  esti- 
mated. Overall,  the  social  and  economic  impacts  would  be  favorable. 

Summary  of  Findings 

(!)  Development  of  deepwater  ports  along  the  Gulf  coast  to  import  foreign 
crude  oil  in  large  quantities  is  economically  feasible. 

(2)  Tlie  no-action  alternative  has  neither  economic  nor  environmental 
advantage. 

(3)  The  monobuoy  system  is  the  most  economical  and  environmentally  feasi- 
Iile  facility  investigated. 

(4)  A  single-port  system  is  the  most  desirable  environmentally  and  the  least 
desirable  economically. 

(5)  A  four-port  system  is  least  desirable  environmentally. 

(6)  A  two  or  three-port  system  is  most  desirable  economically. 

(7)  Dispersion  of  import  facilities  would  tend  to  maximize  favorable  social 
and  economic  impacts. 
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Pacific  Coast 

The  West  coast  deepwater  port  study  covered  the  coastal  area  between  Bel- 
lingham,  Washington,  and  San  Diego,  California.  The  consumption  of  petro- 
leum on  the  West  coast  is  projected  to  rise  from  two  million  barrels  per  day 
in  1970  to  3.4  million  barrels  per  day  in  1980  and  5.8  million  barrels  per  day 
in  2000.  In  1971,  waterborne  shipments  of  crude  petroleum  to  the  West  coast 
were  about  600,000  barrels  i^er  day.  Projected  future  petroleum  consumption 
would  require  waterborne  shipments  of  crude  petroleum  to  West  coast  ports  of 
2.2  million  barrels  per  day  by  1980  and  4.9  million  barrels  per  day  by  2000. 
Twenty-two  potentially  suitable  deepwater  port  sites  on  the  West  coast  were 
identified  for  review.  Based  on  preliminary  considerations  of  engineering  fac- 
tors, environmental  concerns,  transportation  economics  and  expressions  of  local 
public  attitudes,  study  emphasis  was  placed  on  six  of  the  more  logical  sites : 
Ferndale,  Washington,  in  Puget  Sound ;  Central  San  Francisco  Bay  and 
approximately  five  miles  offshore,  south  of  the  Golden  Gate  in  Northern  Cali- 
fornia ;  and  about  one  and  a  half  miles  offshore  at  Point  Fermin,  Los  Angeles 
Harbor  and  Long  Beach  Harbor  in  Southern  California.  These  six  sites,  plus 
several  of  the  apparently  viable  alternative  sites  (Anacortes,  Everett,  Tacoma, 
and  Port  Angeles,  Washington ;  and  Richmond,  Moss  Landing  and  Port 
Hueneme,  Encina,  California )  were  studied  in  detail. 

At  these  fourteen  potential  sites,  forty-one  alternative  port  systems,  includ- 
ing the  "without"  deepwater  port  case,  were  studied  in  a  variety  of  facility 
configurations  and  combinations,  considering  various  mixes  of  the  tanker  fleet. 
The  evaluations  were  made  under  two  sets  of  assumptions:  (1)  that  the 
Trans-Alaska  pipeline  to  Valdez  would  be  built,  and  (2)  that  the  pipeline 
would  not  be  built. 

Reduced  ship  traffic,  long-haul  distances  from  the  Middle  East  and  Indone- 
sia, and  the  economies  of  scale  in  ship  construction  and  operation  all  favor  the 
use  of  larger  tankers  over  the  continued  use  of  smaller  vessels. 

Assuming  construction  of  the  Alaska  pipeline  to  Valdez,  the  study  identifies 
three  alternatives  which  would  have  the  greatest  potential  economic  value  and 
cause  the  least  change  to  existing  conditions  : 

a.  Three  deepwater  ports. — One  deepwater  port  would  be  located  in  each  of 
the  Puget  Sound,  San  Francisco  Bay,  and  Los  Angeles/Long  Beach  areas. 
Facilities  would  be  provided  for  handling  210,000  d.w.t.  tankers  in  Puget 
Sound  and  San  Francisco  Bay,  and  325,000  d.w.t.  vessels  at  Los  Angeles/Long 
Beach. 

b.  Tico  deeptvater  ports. — One  deepwater  port  would  be  in  the  San  Francisco 
Bay  area,  capable  of  handling  210,000  d.w.t.  tankers,  and  one  in  the  Los 
Angeles/Long  Beach  area,  capable  of  handling  325,000  d.w.t.  Puget  Sound 
would  continue  to  receive  crude  oil  at  its  existing  ship  terminals  and  through 
the  Trans-Mountain  pipeline. 

c.  A  single  deeptvater  port. — Deepwater  port  facilities  would  be  provided  at 
either  San  Francisco  Bay  or  Los  Angeles/Long  Beach  for  tankers  up  to 
475,000  d.w.t.,  with  transshipment  by  sea  in  smaller  vessels  to  other  ports. 
Again,  Puget  Sound  would  receive  oil  through  its  existing  facilities. 

If  the  Trans-Alaska  pipeline  is  not  built,  waterborne  imports  of  crude  petro- 
leum may  come  partly  from  southern  Alaska  sources,  Init  the  bulk  of  the 
imports  would  have  to  come  from  the  Middle  East  and  Indonesia.  There  is  the 
additional  possibility  that  the  North  Slope  oil  would  be  moved  through  Canada 
and  that  Puget  Sound  refineries  could  tap  this  source  by  pipeline  interconnec- 
tion. This  combination  of  possibilities  indicates  that  there  might  be  less  incen- 
tive to  develop  major  additional  deepwater  port  facilities  in  Puget  Sound. 

Assuming  that  major  additional  facilities  would  not  be  needed  in  Puget 
Sound,  the  two  most  likely  alternatives  would  be : 

a.  Tivo  deepwater  ports.  One  deepwater  port  located  in  each  of  the  San 
Francisco  Bay  and  the  Los  Angeles/Long  Beach  areas,  with  each  port  capable 
of  accommodating  475,000  d.w.t.  tankers. 

b.  A  single  deeptvater  port.  A  facility  capable  of  accommodating  475,000 
d.w.t.  tankers  could  be  located  either  in  the  Los  Angeles/Long  Beach  area  or 
in  the  San  Francisco  Bay  area,  with  refineries  in  the  other  area  served  by 
transshipment  from  the  deepwater  port. 

The  Corps  study  evaluated  all  of  the  above  alternatives  including  various 
possibilities  for  providing  facilities  both  within  existing  harbors  and  through 
offshore  monobuoy  systems.  Overland  pipeline  delivery  up  and  down  the  West 
coast  from  a  single  deepwater  port  was  also  considered. 
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Expanded  oil  refinery  operations  conld  have  adverse  impacts  on  air  quality 
conditions.  These  adverse  effects  are  related  to  the  amounts  of  petroleum  proc- 
essed and  the  environmental  controls  exercised.  Developmnt  of  deepwater  port 
facilities  would  not  affect  total  refinery  capacity  but  could  alter  refinery  loca- 
tions. 

Marginal  piers,  used  in  inshore  areas,  are  more  adaptable  to  oil  spill  con- 
tainment and  clean-up  procedures  than  are  monobuoys  used  offshore. 
Nevertheless,  monobuoys  appear  to  present  environmental  advantages  over 
marginal  piers  because  they  take  oil  tanker  operations  out  of  the  biologically 
sensitive  inshore  areas  where  oil  spills  are  likely  to  be  more  damaging. 

In  the  Puget  Sound  area  at  Ferndale,  facilities  capable  of  accommodating 
the  largest  size  tanker  considered  in  the  study  could  be  built  without  any 
requirement  for  dredging.  Monobuoy  facilities,  such  as  those  suggested  for 
Offshore  Golden  Gate  and  Offshore  Point  Fermin  sites,  could  also  be  built 
without  any  requirement  for  dredging.  Development  of  deepwater  port  facili- 
ties within  San  Francisco  Bay,  within  Los  Angeles  Harbor,  or  within  Long 
Beach  Harbor  would  require  dredging  large  volumes  of  material.  Disposal  of 
this  dredged  material  could  present  environmental  problems,  particularly  if  the 
material  is  polluted. 

Summary  of  Findings 

(1)  By  or  before  1980  there  will  be  a  great  economic  incentive  to  develop 
deepwater  port  facilities  on  the  West  coast  capable  of  accommodating  tankers 
in  tlie  size  ranging  from  210,000  d.w.t.  to  475,000  d.w.t. 

(2)  If  the  Trans-Alaska  pipeline  is  built.  West  coast  deepwater  port  facili- 
ties would  be  expected  to  generate  net  savings  in  the  cost  of  transporting 
crude  i)etroleum  from  source  ports  to  West  coast  ports  of  about  $100  million  to 
$1G0  million  per  year.  These  savings  would  be  gained  at  a  net  yearly  cost  of 
about  $10  million  to  $30  million. 

(3)  If  the  Trans-Alaska  pipeline  is  not  built,  the  major  source  of  oil  for 
future  West  coast  needs  would  be  the  Middle  East  and  total  transportation 
costs  would  be  higher.  In  this  case,  deepwater  port  facilities  might  generate 
net  transportation  cost  savings  as  high  as  $200  million  to  $300  million  per 
year,  at  a  net  annual  cost  of  about  $10  million  to  $30  million. 

(4)  Using  a  smaller  number  of  larger  tankers  would  reduce  congestion  in 
shipping  lanes  and  decrease  the  probability  of  massive  oil  spills  caused  by  col- 
lisions and  groundings. 

(5)  The  use  of  deepwater  port  facilities  could  reduce  adverse  environmental 
impacts  on  areas  now  used  for  oil  transfer  operations.  However,  adverse  land- 
side  environmental  impacts  may  be  transferred  from  existing  oil  terminals  to 
those  areas  wliere  deepwater  facilities  would  be  located. 

(6)  Deepwater  port  facilities  could  have  an  adverse  economic  impact  on 
existing  port  and  harbor  areas  from  which  oil  transfer  operations  would  be 
diverted. 

North  Atlantic  ' 

The  North  Atlantic  coast  deepwater  port  study  included  the  Atlantic  coastal 
area  between  Eastport,  Maine,  and  Hampton  Roads,  Virginia.  The  North 
Atlantic  coastal  region  is  a  deficit  fuel  area  and  receives  over  half  of  the 
crude  oil  currently  imported  into  the  United  States.  In  1971,  North  Atlantic 
refineries  processed  1.3  million  barrels  per  day.  Despite  estimates  that  existing 
North  Atlantic  refineries  can  more  than  double  their  capacity  at  existing  loca- 
tions, new  refineries  will  be  required  if  the  area  is  to  meet  projected  demands. 
Daily  imports  and  refinery  capacity  are  expected  to  be  about  2.0  million  bar- 
rels per  day  in  1980  and  4.0  million  barrels  per  day  in  2000.  These  projections 
assume  maximum  expansion  of  refinery  capacity  at  existing  locations  and  little 
or  no  production  of  crude  oil  in  this  region. 

Initially  nineteen  areas  were  selected  for  study  and  evaluation.  These  initial 
areas  included  seven  sites  along  the  Maine  coast ;  two  sites  in  Massachusetts — 
Massachusetts  Bay  and  Vineyard  Sound:  East  Passage — Narraganset  Bay 
off  Rhode  Island;  the  entire  port  of  New  York  area,  including  Moutauk  Point 
and  Long  Island  Sound ;  the  Raritan  Bay  and  Sandy  Hook  region ;  the  ocean 
off  Long  beach.  New  Jersey;  sites  in  and  just  beyond  Delaware  Bay  (including 
the  Atlantic  Ocean  off  Cape  Henlopen)  ;  and  several  sites  in  Chesapeake  Bay 
in  the  Norfolk  area. 
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These  sites  ^yere  explored  and  evaluated  in  terms  of  construction  costs,  dis- 
tance to  major  refineries  and  markets,  economic  impact  on  the  region,  and 
other  indices  of  comparison.  Those  which  failed  to  meet  standards  of  economic 
feasibility  were  gradually  eliminated,  until  only  Raritan  Bay,  in  lower  New 
York  Harbor ;  the  Atlantic  Ocean,  off  Long  Branch,  New  Jersey ;  two  sites 
within  Delaware  Bay,  and  two  sites  in  the  Atlantic  Ocean,  off  Cape  Henlopen, 
at  the  entrance  to  Delaware  Bay  remained.  Indepth  study  of  these  sites  was 
conducted  to  further  consider  their  economic  feasibility  and  the  environmental 
and  ecological  ramifications. 

{Nummary  of  Findings 

(1)  The  projected  quantities  of  crude  oil  to  be  imported  into  the  North 
Atlantic  region  will  come  mostly  from  the  Middle  East  and  North  Africa  and 
will  require  the  use  of  very  large  crude  oil  carriers  (VLCC's)  to  service  the 
refineries  in  this  region. 

(2)  Economic  considerations  indicate  that  facilities  to  accommodate  VLCC's 
serving  existing  North  Atlantic  refineries  should  be  located  along  the  reach  of 
shore  Itetween  New  York  Harbor  and  the  Delaware  Bay  area.  Maximum  reduc- 
tion in  the  effects  of  oil  spills  can  be  attained  by  construction  of  facilities 
offshore. 

(3)  Development  of  facilities  to  accept  VLCC's  in  the  North  Atlantic  Region 
is  not  desired  by  the  affected  states  at  this  time.  Fears  of  large  oil  spills 
affecting  the  recreational  beaches  of  New  Jersey  and  Delaware  and  of  new 
large  industrial  complexes  which  would  affect  those  recreational  areas  has 
caused  local  opposition  to  such  facilities. 

(4)  Assuming  the  most  likely  projections  of  imported  crude,  the  most 
efficient  and  economic  method  of  accommodating  VLCC's  in  the  North  Atlantic 
region  would  be  to  provide  a  regional  monobuoy  unloading  facility  approxi- 
mately 13  miles  off  the  New  Jersey  coast  in  the  vicinity  of  Long  Branch.  If 
the  low  level  projection  of  crude  (no  refinei'y  expansion)  is  assumed,  the  most 
efficient  and  economic  site  would  l>e  located  in  Delaware  Bay  off  Big  Stone 
Beach.  In  all  cases,  the  New  Jersey  and  Delaware  River  refineries  would  be 
connected  by  pipeline  to  the  offshore  facilities. 

General  Summary 

The  Corps  studies  found  that : 

a.  Most  crude  petroleum  deepwater  port  alternatives  studies  show  highly 
favorable  economic  benefit/cost  ratios.  However,  hypothesized  deepwater  trans- 
shipment ports  for  handling  dry  bulk  imports  and  exports  appear  (at  least  at 
present)  economically  unjustified. 

b.  The  prospective  justification  for  deep  port  facilities  to  accommodate  petro- 
leum supertankers  varies  considerably  between  regions.  In  the  North  Atlantic 
region,  for  example,  such  facilities  could  now  be  economically  employed  to 
service  exisiing  refining  facilities.  On  the  Gulf  and  Pacific  coasts  new  deepwa- 
ter facilities  would  be  economically  justified  only  if  the  volume  of  crude 
imports  increases  substantially. 

c.  By  decreasing  the  number  of  operating  ships,  the  chances  of  collision  and 
groundings  are  reduced.  The  fewer  ships  Mill  also  reduce  the  number  of  trans- 
fer operations  and  the  consequent  risk  of  spills. 

d.  Unless  carefully  regulated,  development  of  deep  port  facilities  are  likely 
to  generate  substantial  expansion  of  refinery — petrochemical  complexes.  Some 
states  seek  such  economic  expansion.  Others,  especially  in  the  Northeast,  do 
not.  Determination  as  to  whether  or  not  industrial  expansion  is  desirable  and 
where  such  expansion  should  take  place  can  be  resolved  through  coordinated 
land  use  planning. 

e.  The  traditional  method  for  accommodating  large  size  ships,  that  is 
increasing  channel  depths  through  dredging,  is  generally  not  a  viable  alterna- 
tive on  the  North  Atlantic  and  Gulf  coasts. 

f.  Private  or  non-Federal  public  ownership,  financing  and  operation  of  deep- 
water  port  facilities  is  seen  compatible  with  the  public  interest  if  accomplished 
under  adequate  and  effective  Federal  control  and  regulation. 

g.  There  is  no  presently  foreseeable  need  for  the  Federal  Government  to 
undertake  the  major  capital  investments  which  would  be  required  to  bring 
deepwater  port  facilities,  storage  facilities  and  pipelines,  into  operation. 

The  three  regional  studies  were  completed  as  of  30  June  1973  and  are  now 
being  reviewed  by  the  Board  of  Engineers  for  Rivers  and  Harbors.  The  reports 
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will  be  processed  through  the  Office,  Chief  of  Engineers  to  be  coordinated  with 
Federal  and  State  agencies.  After  ti-ausmittal  to  the  Office  of  the  Secretary  of 
Army  and  coordination  with  the  Office  of  Management  and  Budget  we  hope 
that  they  could  be  submitted  for  consideration  of  the  Congress  later  in  this 
calendar  year. 

Question  5.— In  relation  to  the  completed  A.D.  Little  Company  survey  of  for- 
eign deepwater  port  developments,  did  the  Corps  of  Engineers  assimilate  and 
evaluate  any  data  as  to  the  legal,  political,  and  institutional  structures  ichich 
each  of  these  foreign  countries  developed  to  provide  for  the  construction,  oper- 
ation, and  regulation  of  their  deepwater  ports?  If  so,  provide  such  information 
for  the  record. 

Answer. — The  Arthur  D.  Little  study  of  "Foreign  Deepwater  Port  Develop- 
ments" developed  considerable  information  on  the  legal,  political,  and  institu- 
tional structures  relating  to  the  construction,  operation,  and  regulation  of 
deepwater  ports  in  selected  western  European  countries,  Canada,  Australia, 
Japan,  and  the  Persian  Gulf.  For  the  convenience  of  the  Committee,  we  have 
excerpted  the  relevant  portions  of  the  report,  and  include  them  as  an  attach- 
ment to  this  reply. 

Excerpts  from  Foreign  Deep  Port  Developments,  A  Selectiae 
Overview  of  Economics,  Engineering  and  Environmental  Factors 

(A    Report    Submitted    to    the    U.S.    Army    Engineer    Institute    for    Water 
Resources,  by  Arthur  D.  Little  Inc.,  September  1971) 

2.  Conclusions 

The  situation  and  experiences  reviewed  in  the  course  of  this  study  consti- 
tuted local  solutions  to  site,  country  and  time-oriented  problems.  Only  general 
conclusions  and  recommendations  are  drawn  from  foreign  port  development 
experience  and  presented  in  the  following  paragraphs.  Readers  with  interest  in 
a  specific  area,  who  have  a  knowledge  of  the  local  port  site  conditions  and  the 
problems  prevailing  at  the  present  time,  may  be  able  to  draw  more  direct 
inferences  for  deep  water  port  development  possibilities  from  the  material  pre- 
sented in  this  report  and  its  appendices.  However,  the  reader  should  be  aware 
that  foreign  experience  may  not  be  completely  applicable  in  the  U.S.  setting. 

2.1   port  management  and  government  intervention 

In  foreign  countries,  ports  are  managed  by  a  wide  variety  of  bodies,  ranging 
from  national  and  state  authorities,  to  provincial  and  municipal  bodies ;  they 
include  company  terminals  and  autonomous  ports  that  cross  municipal  bounda- 
ries. Overall  supervision  of  public  ports  is  generally  exercised  by  one  or  more 
ministries  (eg..  Transport  or  Equipment)  which  exert  varying  degress  of  con- 
trol on  coordination,  finances  and  development  planning.  This  is  because  for- 
eign governments  (particularly  in  Japan  and  France)  have  come  to  recognize 
the  important  role  that  efficient,  modern  ports  play  in  furthering  national, 
regional,  economic  development.  However,  as  long  as  the  coordination  and 
planning  functions  are  fulfilled,  no  particular  management  structure  seems  to 
show  a  clear  superiority. 

In  foreign  port  development,  a  wide  range  of  subsidies,  both  direct  and  indi- 
rect, are  used  to  support  infrastructure  development ;  they  may  range  from 
constructing  and  maintaining  ship  channels  to  acquiring  land  and  reclaiming 
areas.  As  the  development  of  expensive  deep  water  terminals  for  use  by  a  lim- 
ited number  of  bulk-importing  companies  becomes  more  common,  the  ratio  of 
government  subsidies  to  total  cost  generally  declined — the  latter  is  the  ratio 
commonly  used  in  the  United  Kingdom. 

Subsidy  policies  are  also  used  selectively  to  encourage  international  trade  or 
regional  development.  The  concentrated  monoport  policy — used  by  the  Nether- 
lands to  rebuild  Rotterdam  into  its  current  world  preeminence — -is  slowly  being 
replaced  by  a  multiport  policy.  More  recently,  environmental  considerations, 
such  as  coastal  and  urban  saturation,  have  begun  to  play  a  role  in  this  process — 
more  in  Belgium,  the  Netherlands,  the  United  Kingdom,  and  Japan  than  in 
France  or  Canada. 

The  interrelationships  between  individual  ports,  cities,  and  governments  take 
several  forms.  We  encountered  a  very  flexible  and  effective  structure  in  the 
North  Sea  countries,  where  formal  and  informal  working  groups  bring  together 
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the  various  individuals  and  organizations  concerned  with  long-range  planning 
and  development.  The  United  Kingdom  approach  may  be  more  thorough  and 
comprehensive,  but  it  has  also  led  to  more  projects  being  abandoned  rather 
than  completed. 

2.5    INTERRELATIONSHIPS    AND    POLICY    IMPLICATIONS 

All  the  countries  visited  consider  the  development  of  deep-water  ports  as  a 
vital  tool  in  their  national  economic  policy  (and,  for  the  oil-importing  coun- 
tries, their  energy  policy)  with  far-reaching  significance  for  formulating 
national  and  regional  development  strategies  and  bringing  important 
industrial,  political  and,  more  recently,  socio-environmental  forces  into  play. 
One  must  first  recognize  that  a  major  bulk  port  needs  : 

A  deep  access  for  250,000  dwt  ships  (from  65  foot  to  as  much  as  100  to 
120  feet  draft  for  major  oil  ports  in  the  1980's. ) 

Efiicient  sliip  and  cargo-handling  capability  for  short  turn-around  time 
and  low  accident  risk ; 

Good  links  with  major  interior  zones  by  pipeline,  rail,  and  water  for 
bulk  shipment,  and  road  and  air  for  other  cargo  movement  and  secondary 
industry  development ;  and 

Large   industrial   land   acreage   with   good   load-bearing  properties,    for 

storage  and  transfer ;  svich  space  requirements  may  cover  anywhere  from 

20  to  50,000  acres  for  an  integrated,  urban-industrial  complex. 

The  required  investment  and  social  impact  are  such  that  both  government 

and  private  participation  appear  necessary,  particularly  since  coastal  land  area 

is    limited,    and    industrial,    residential,    and    recreational    activities    tend    to 

migrate  to  the  seaside  in  most  developed  countries. 

Accordingly,  by  and  large,  major  port  development  policy  decisions  should  be 
based  on : 

Good,  long-range  forecasts ; 
Clear  national  strategies ; 

Consideration  of  all  possible  location  alternatives  and  natural  sites ; 
A  flexible,  but  definite  regional  master  plan ; 
Planning  an  overall  transporation  system  integration ; 
Compensation  or  reorientation  of  existing  ports  ;  and 

Implementation  of  mechanisms  ensuring  participation  of,  and  communi- 
cations between,  all  parties  concerned. 

3.  Issues  relevant  to  deep  water  ports 

3.1    FOREIGN    PORT    MANAGEMENT,    FUNDING,    AND    PLANNING 

The  countries  surveyed  in  this  study  have  a  wide  range  of  port  management 
bodies.  Major  public  ports  may  be  municipal  ports,  operated  by  city-  or  prov- 
ince-appointed managers  or  boards  (North  Sea  ports),  or  autonomous  ports 
operated  under  a  ministry  (France).  Some  major  ports  are  grouped  under  a 
national  or  state  authority  (British  Commonwealth).  Private-industry  ports 
are  represented  by  Port  Cartier,  Canada  and  Bantry  Bay,  Ireland. 

Port  management  patterns  are  also  subject  to  change.  For  example,  in  1950 
Japan  disbanded  its  National  Port  Authority  and  created  "Port  Management 
Bodies"  which  are  provincial  or  municipal  authorities.  Britain,  which  offers  a 
wide  range  of  management  practices,  recently  shelved  a  plan  to  assemble  its 
major  ports  under  a  National  Port  Authority  and  is  considering  returning  port 
administration  powers  to  municipalities. 

Whatever  administrative  practices  may  exist,  foreign  governments  have  rec- 
ognized (to  varying  degrees)  the  national  importance  of  operating  efficient 
ports.  This  is  particularly  true  in  the  highly  competitive  environment  of  north- 
west Europe.  As  a  consequence,  100%  national  subsidies  in  channel  mainte- 
nance, for  example,  are  not  uncommon,  while  infrastructure  (channels  and 
seawalls,  basins,  and  raw  land)  developments  often  warrants  60%  to  100% 
rates.  The  subsidy  percentage  tends  to  decrease  as  one  follows  the  coast  from 
France  to  the  Netherlands.  By  contrast.  United  Kingdom  ports  must  pay  for 
their  own  maintenance,  and  receive  only  20%  national  grants  on  infrastructure 
expenses. 

The  huge  expenditures  involved  in  developing  ports  for  handling  superships 
however,  has  given  rise  to  second  thoughts  and  foreign  governments  are 
becoming  increasingly  aware  that  while  cheaper  bulk  raw  materials  benefit  the 
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nation's  economy  in  the  long  run,  it  also  primarily  benefits  the  oil-refining  and 
ore-processing  companies.  In  Japan,  therefore,  a  compromise  has  recently  been 
reached  between  government  and  private  companies,  so  that  subsidies  decrease 
progressively  as  channels  are  dredged  to  depths  increasing  from  40  to  53  feet. 
At  53  feet,  for  example,  the  cost  is  shared  10%  by  the  national  government, 
10%  by  the  (municipal  or  provincial)  port  management  body,  and  80%  by 
industry.  Port  user  charges  have  also  risen  in  recent  years,  but  the  financial 
situation  of  almost  all  public  ports  remains  generally  tight.  More  generally, 
foreign  governments  have  recognized  the  need  for  selectivity,  and  are  using  the 
subsidy  to  either  encourage  those  ports  which  are  a  major  factor  in  spurring 
foreign  trade  or  in  developing  a  depressed  area.  Japan  and  France  thus 
employ  well-graduated  systems  geared  to  meet  these  objectives. 

(Jf  course,  such  government  intervention  makes  it  more  difiicult  to  achieve 
better  international  cooperation,  as  seen  in  the  competitive  rivalry  between 
Antwerp  and  Rotterdam — a  situation  which  may  be  slowly  moving  toward  a 
resolution.  Government  subsidy  is  not  the  only  factor  in  maintaining  a  compet- 
itive posture.  Quality  of  service  remains  a  strong  factor  in  international  com- 
petition, as  proven  by  Antwerp — which  considers  service  a  major  asset  in  its 
competition  with  Rotterdam  and  Dunkirk. 

In  this  context,  the  large  expenses  involved  and  their  socio-economic  impact 
have  long  made  port  plaiming  a  matter  of  government  intervention.  Again, 
Japan  and  France  are  foremost  in  this  field :  Japan  sees  a  direct  correlation 
between  port  traffic  and  GNP,  and  France  believes  that  major  integrated  ports 
are  the  key  to  improve  its  development  posture  vis-a-vis  its  more  concentrated 
industrial  partners  in  the  Common  Market.  But  in  all  European  countries  sur- 
veyed, national  and  regional  planning  authorities  are  called  upon  to  coordinate 
individual  port  planning.  The  individual  authority  has  to  fit  its  ambitions 
within  the  wider  framework,  but  may  influence  decisions  to  a  degree  directly 
related  to  the  port's  economic  importance.  Rotterdam  and  Antwerp,  for  exam- 
ple, can  summon  powerful  political  pressure ;  in  the  case  of  Rotterdam,  how- 
ever, state  and  regional  bodies  have  been  increasingly  reevaluating  the  past 
"monoport"  policy  concept.  Although  it  played  a  substantial  role  in  Rotter- 
dam's reconstruction  and  emergence  as  the  world's  first  port,  saturation  and 
polarization  are  introducing  diseconomies.  Also,  there  is  a  need  to  spread 
industrialization  into  depressed  areas.  (This  also  began  to  be  recognized  by 
Japan  in  the  early  1960's). 

In  analyzing  economic  incentive  and  benefits  of  deep  water  ports,  we  have 
drawn  heavily  upon  the  development  experience  in  northwest  Europe,  because 
countries  in  this  region  have  mostly  developed  strategies  of  port  development 
based  on  determining  national  economic  returns.  Japan  is  another  outstanding 
example  of  a  country  with  a  well  designed  strategy,  but  its  great  many  dis- 
tinct geographical  and  economic  features  made  it  less  suitable  to  be  compared 
with  the  United  States  and  to  be  studied  in  detail  at  this  stage.  Australia, 
Canada,  and  the  ports  of  Bantry  Bay  and  the  Persian  Gulf  do  offer  rather 
specific  lessons  in  the  technical,  environmental,  and  economic  aspects  of  deep 
water  port  development,  and  these  are  detailed  in  the  Appendices.  But  in  the 
broader  socio-political  sense,  the  European  nations'  development  more  nearly 
parallels  our  own.  At  the  same  time,  the  European  experience  provides  exam- 
ples ranging  from  mature,  heavily  industrialized  ports  to  new  ports  which  are 
tied  into  regional  development  plans. 

3.2.2  Port  development  strategy 

It  seems  that  a  new  stage  in  the  development  of  port  strategy  is  emerging  in 
each  of  the  countries  considered.  This  is  because  port  development  has  had 
such  a  pervasive  influence  on  such  things  as  plant  location,  urban  concentra- 
tion, and  socio-environmental  issues,  particularly  in  the  United  Kingdom,  the 
Netherlands,  and  Japan.  Serious  arguments  are  thus  being  raised  about  tlie 
feasibility  and  desirability  of  allowing  ports  to  continue  to  expand  and  operate 
in  the  same  way  as  in  the  past.  This  trend,  of  course,  is  accentuated  by  the 
increasing  costliness  of  continued  dredging,  its  environmental  impact,  and 
diversion  of  recreational  coastal  land  and  nearby  urban  centers  to  port  devel- 
opment and  industrial  sprawl.  Complete  answers  have  not  been  found  to  these 
problems,  but  some  general  observations  and  lessons  can  be  derived. 

The  French  port  development  policy  can  still  proceed  without  being  unduly 
hampered  by  the  constraints  that  face  the  already   industrialized  port  com- 
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plexes  located  in  Belgium  and  the  Netherlands.  France  is  the  only  country  in 
Europe  which  still  has  relatively  large  reserves  of  coastal  lands  with  low  popu- 
lation density.  Therefore,  the  lessons  the  U.S.  can  derive  from  French  port  de- 
velopment exi^erience  are  of  a  technical  nature  rather  than  of  a  socio-economic 
and  environmental  nature.  Of  course,  if  the  U.S.  chooses  to  closely  examine  tlie 
feasihility  of  creating  a  new  port-industrial  complex  in  a  low-density  urban  and 
industrial  area,  the  French  experience  would  be  very  relevant. 

The  port-industrial  complexes  in  Belgium  and  the  Netherlands  are  more 
analogous  to  the  present  U.S.  port  situation.  It  is  of  interest  to  note  that  each 
of  these  countries  is  embroiled  in  raising  comprehensive  questions  about  the 
multitude  and  complexity  of  inter-relationships  between  port  development  and 
general  economic,  social  and  environmental  development. 

Japan  ports,  which  are  in  a  more  advanced  stage  of  saturation  than  Euro- 
pean ports,  provide  important  environmental  lessons ;  they  also  illustrate  to 
the  utmost  the  importance  of  port  development  in  an  open,  dynamic  economy. 

Specific  lessons  to  be  learned  from  European  experience  are : 

(1)  The  central  government  plays  a  leading  role  in  planning  and  in  subsidiz- 
ing port  development.  The  approach  is  a  long-term  one  (10-30  years)  and 
involves  regional  planning  that  cuts  across  sub-regional  boundaries. 

(2)  Planning  for  industry,  especially  land-usage  in  and  around  port  facili- 
ties, is  determined  along  with  basic  port  policy.  In  fact,  one  of  the  most  nota- 
ble successes  of  the  European  port  policy  has  been  the  parallel  development  of 
industry  at  port  sites. 

(3)  Organizational  coordination  among  local,  regional,  and  national  govern- 
ments is  provided  by  regional  planning  authorities. 

(4)  Semi -autonomous  port  administrations  cross  municipal  boundaries  for 
some  large  ports. 

(5)  The  short-aud-medium-term  economic  rationale  is  initially  or  ultimately 
the  requirement  for  petroleum.  The  broader  and  more  important  economic 
rationale  is  the  development  of  efficient  coastal  industrial  complexes  to  com- 
pete in  world  and  domestic  markets. 

(6)  The  Europeans  have  been,  up  to  now,  only  slightly  concerned  with  envi- 
ronmental management  in  its  broadest  sense,  and  more  specifically,  air,  water, 
and  solid  waste  pollution  problems.  Biat  concern  is  growing  in  all  areas. 

3.2.5  National  port  decision  making  organization 

The  Netherlands  provides  a  model  for  decision-making  that  could  perhaps 
guide  the  U.S.  in  organizing  to  cope  with  the  port  question.  The  attached  chart 
(Figure  3-1)  portrays  what  might  be  called  a  government  decision-making 
organization  scheme  which  lias  been  operating  since  1968  in  the  Netherlands  in 
matters  dealing  with  port  and  canal  development.  The  chart  shows  how  the 
national  government,  the  provinces,  regional  government,  the  community  and 
the  port  authority  first  form  a  working  group  to  provide  a  report  to  a  subcom- 
mittee of  the  National  Physical  Planning  Service.  This  report  contains  a 
description  of  physical  planning  requirements  and  cost  estimates.  A  copy  of 
the  report  is  then  provided  to  representatives  of  the  National,  Provincial, 
Regional,  Community,  and  Harbor  Authorities. 

After  all  the  various  issues  have  been  studied  by  these  bodies,  they  report 
for  review  by  other  individual  Ministries,  such  as  the  Ministry  of  Recreation 
and  Sanitation,  the  Ministry  of  Public  Health,  Economics,  National  Planning 
and  Finance.  Subcommittees  in  these  particular  Ministries  then  examine  the 
various  issues  as  they  relate  particularly  to  their  areas  of  interest,  and  submit 
recommendations  and  comments  independently  via  the  Cabinet.  The  Cabinet 
then  gets  together  and  discusses  the  matter,  and  finally  submit  a  Cabinet 
report  to  the  legislature  concerning  the  finances  of  the  development  plan. 

The  objective  of  this  planning  approach  is  to  provide  as  rational  a  decision- 
making process  as  is  possible.  Nevertheless,  support  for  various  plans  requires 
considerable  legislative  backing  and  in  this  matter,  politics,  of  course,  also 
wields  its  influence.  The  deliberative  process  includes  inputs  from  all  groups  at 
interest,  so  that  by  the  time  a  "solution"  emerges  in  the  form  of  a  particular 
development  plan,  it  already  enjoys  broad  support. 

&.  The  importance  of  planning  and  communications 

A  deep  water  port  cannot  be  planned  and  built  in  a  vacuum.  To  be  effective, 
the  planning  effort  must  get  representatives  of  many  and  disparate  interest 
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groups  involved  at  an  early  stage.  Antwerp  (Antwerp  District)  and  Rotterdam 
(Rijnmond)  provide  excellent  examples  of  how  local  planning  authorities  have 
involved  various  interest  groups — labor,  management,  conservation,  municipal 
authorities,  and  state  authorities  (representing  various  points  of  view)  in 
their  planning  efforts. 

While  it  is  recognized  that  the  fulcrum  of  activity  and  the  catalyst  to  that 
activity  is  the  port  itself,  a  comprehensive  planning  effort  must  include,  on 
both  a  short  and  long  term  basis,  consideration  of  those  areas  which  are  either 
affected  by  or  in  themselves,  directly  affect  the  overall  viability  of  the  port. 
Such  activities  include : 

Pollution  abatement  and  control. 

Local  and  regional  infrastructure. 

Port  construction  and  maintenance. 

Type,  density  and  location  of  industry. 

Type,  density  and  location  of  housing  and  commercial  areas. 

Recreational  and  cultural  facilities. 
Beyond  the  region  itself,  consideration  must  also  be  given  to  the  effect  such 
a  port  will  have  on  other  communities,  states  or  provinces  outside  the  region 
and  in  an  economic  sense,  even  neighboring  countries.  Its  fit  with  national 
policy  considerations  on  matters  such  as  energy,  defense,  regional  economic 
development,  and  international  trade  must  also  be  weighed. 

Built  into  the  development  of  a  regional  planning  effort  must  be  not  only 
the  aim  of  arriving  at  the  best  possible  decision  regarding  a  port  project,  but 
also  the  "selling"  of  the  project  before  the  decision  can  be  achieved.  The  proc- 
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ess  of  properly  defining  a  question,  and  during  tliat  process  arriving  at  a 
mutually  agreeable  decision  by  all  parties  concerned,  is  perhaps  best  exempli- 
fied in  Japanese  management  practices.  The  following  excerpts  describing  this 
process  are  from  an  article  by  Peter  F.  Drucker  in  the  March-April  1971  issue 
of  the  Harvard  Business  Review  ("What  we  Can  Learn  from  Japanese  Man- 
agement" ) . 

".  .  .  The  Westerner  and  the  Japanese  mean  something  different  when  they 
talk  of  "making  a  decision."  With  us  in  the  west,  all  the  emphasis  is  on  the 
answer  to  the  question.  Indeed,  our  bocks  on  decision  making  try  to  develop 
systematic  approaches  to  giving  an  answer.  To  the  Japanese,  however,  the 
important  element  in  decision  making  is  defining  the  question.  The  important 
and  crucial  steps  are  to  decide  whether  there  is  a  need  for  a  decision  and 
what  the  decision  is  about.  And  it  is  in  this  step  that  the  Japanese  aim  at 
attaining  "consensus".  Indeed,  it  is  this  step  that,  to  the  Japanese,  is  the 
essence  of  the  decision.  The  answer  to  the  question  (what  the  west  considers 
the  decision)  follows  its  definition. 

".  .  .  Thus  the  whole  process  is  focused  on  finding  out  what  the  decision  is 
really  about,  not  what  the  decision  should  be.  Its  result  is  a  meeting  of  the 
minds  that  there  is  (or  is  not)  a  need  for  a  chance  in  behavior. 

".  .  .  [The  advantage  of  such  a  process]  is  that  it  makes  for  very  effective 
decisions.  While  it  takes  much  longer  in  Japan  to  reach  a  decision  than  it 
takes  in  the  west,  from  that  point  on  they  do  better  than  we  do.  After  making 
a  decision,  we  in  the  west  must  spend  much   time   "selling"   it  and  getting  J 
people  to  act  on  it  .  .  .  The  Japanese  by  contrast  spend  absolutely  no  time  on  L., 
"selling"  the  decision.  Everybody  has  been  pre-sold  [or  is  reasonal)ly  comforta-  'j 
ble  with  the  decision  and  that  their  interests  will  be  considered].  Also,  the  _. 
process  makes  it  clear  where  in  the  organization  the  answer  to  a  question  will- 1 
be  welcomed  and  where  it  will  be  resisted. 

".  .  .  To  the  Japanese,  the  most  important  step  is  understanding  the  alterna- 
tives available.  They  discipline  themselves  not  to  commit  themselves  to  a  rec- 
ommendation until  they  have  fully  defined  the  question  and  use  the  process  of 
obtaining  consensus  to  bring  out  the  full  range  of  alternatives.  As  a  result,    ■, 
they  are  far  less  likely  to  become  prisoners  of  their  preconceived  answers  than  J 
we  are." 

A  specific  example  of  what  should  be  done  to  improve  on  past  experience 
pertains  to  relocation  of  small  communities  surrounded  by  industrially  zoned 
acreages.  The  counsel  of  Berendrecht  and  Zandvliet,  near  Antwerp,  would  now 
prefer  to  relocate  its  clients  in  an  area  similar  to  their  original  environment. 
Prototype  housing  should  be  built  there  and  presented  to  the  menaced  com- 
munity, and  assistance  lent  in  managing  compensation  monies. 

European  Port  Development  Strategy 
4.1.i  Government  action 

a.  Government  response  to  port  development 

The  increase  of  scale  in  both  maritime  vessels  and  port  equipment  has 
forced  new  requirements  on  port  authorities.  However,  the  most  important 
factor  affecting  the  organization  of  ports  has  been  the  industrial  development 
springing  up  around  the  ports. 

Very  astutely,  the  national  governments  in  France,  Belgium,  and  The  Neth- 
erlands have  placed  port  development  at  the  center  of  broad  national,  social, 
and  economic  development  programs.  Within  these  broader  developmental  pro- 
grams, the  European  central  governments  provide  the  structural  elements  of 
the  framework  and  instrumentalities  necessary  to  spur  port  development. 
These  are:  long-range  planning  guidelines,  semi-autonomous  port  administra- 
tions, port  investment  subsidies  (amounting  anywhere  from  30-80%  of  cost), 
construction  of  expanded  inland  transportation  and  communication  networks, 
and,  most  importantly,  the  creation  of  regional  planning  authorities  whose  pur- 
pose is  to  spread  the  benefits  arising  from  port  development  to  the  regional 
population,  and  provide  planning  for  industrial,  social,  and  environmental  bal- 
ance in  particular  regional  zones. 

6.  Financial  inducements 

One  important  aspect  of  the  seaport  operation  relates  to  the  provision  of 
national  subsidiaries  supporting  the  transportation  function  and  to  the 
national  financial  inducements  provided  for  industrial  location. 
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It  is  argued  that  all  major  industrial  developments  that  have  occurred  on 
the  west  coast  of  Europe  have  been  the  result  of  appreciable  inducements. 
There  does  appear  the  necessity  to  provide  better  financial  inducements  to 
locating  companies  until  a  "critical  mass"  of  port  based  industry  is  estab- 
lished. Nevertheless,  the  locating  private  enterprise  is  concerned  with  the  over- 
all economics  of  location ;  an  available  subsidy  is  only  one  of  a  number  of 
locational  factors  considered. 

Firm  facts  regarding  financial  inducements  are  not  readily  available.  The 
available  financial  assistance  varies  from  country  to  country  and  from  port  to 
port.  Table  4-7  compares  the  financial  inducements  obtainable  for  foreign 
investors  in  four  West  European  nations.  Belgium  favors  the  foreign  against 
tlie  national  investor;  the  Netherlands  and  West  Germany  generally  treat  all 
investors  similarly,  irrespective  of  nationality ;  the  attitude  of  France  is  more 
ambivalent. 

c.  Intergovernmental  cooperation 

In  Brussels,  Common  Market  ofiicials  believe  that  member  countries  are  not 
interested  in  bringing  port  development  matters  under  the  jurisdiction  of  the 
Common  Market  authority.  At  the  moment,  the  countries  are  still  very  much 
divided  on  even  integrating  railroad  development  policies  and  rate  structures. 
As  long  as  these  issues  are  not  resolved,  a  common  port  policy  is  unlikely  to 
evolve. 

France  needs  at  least  eight  to  ten  years  in  order  to  bring  its  ports  and 
heavy  industries  up  to  a  par  with  the  northern  European  countries.  Conse- 
quently, France  will  be  hesitant  to  agree  to  any  Common  Market  harmoniza- 
tion for  transport  and  port  policies.  The  basic  principles  of  a  Common  Market 
transport  policy  exist  on  paper  and  to  some  degree  have  been  accepted  in  prin- 
ciple by  the  European  Economic  Community  (EEC)  members;  however,  the 
crucial  details  have  yet  to  be  agreed  upon.  The  main  principle  to  which  the 
member  governments  have  agreed  is  that  competition  between  all  transport 
links — water,  air,  road,  rail,  and  pipeline — should  be  as  fair  as  possible.  Natu- 
rally, each  national  Government  has  its  own  opinion  on  what  is  possible  and 
its  own  definition  of  "fair". 


TABLE  4-7.— FINANCIAL  INDUCEMENTS  FOR  NEW  INDUSTRIAL  INVESTMENTS  1970 


Attitude  to  foreign 

Special  tax 

Country 

investments 

Capital  Incentives 

Capital  restrictions 

allowances 

France 

.  Ambivalent,  no  special 

Subsidies  up  to  25  per- 

Not on  earnings  or 

Extraordinary  deprecia- 

considerations, 

cent  of  investment 

disinvestment 

tion  rate  of  25  percent 

regional  incentives 

in  fixed  assets,  low 

but  on  owner- 

of investments  in  some 

informal. 

interest  loans,  land 
price  reductions. 

ship. 

areas,  property  ex- 
emption, reduced 
license  tax,  local  tax 
allowances  50-100 
percent,  for  up  to  5 
years. 

Belgium 

.  Favorable,  special  con- 

Formal subsidies '  on 

None2 

Depreciation  rate  double 

siderations,  formal 

fixed  assets  (20  per- 

normal for  3  years. 

program  regional 

cent),  materials  (7.5 

property  and  registra- 

incentives. 

percent)  and  on 
interests. 

tion  exemption 
10  years,  local  tax 
allowances  vary,  no 
tax  on  regional 
subsidies. 

The  Netherlands., 

.  Neutral,  no  special  con- 

Reduced interest  ad- 

None  

Accelerated  depreciation 

siderations,  formal 

vances  v;ith  loan 

rates  on  one-third  of 

program  regional 

guarantees,  formal 

fixed  assets  except  in 

incentives 

subsidies  up  to  35  per- 
cent of  capital 
invested. 

West  of  country. 

West  Germany 

.  Neutral,  no  special  con- 

Loan guarantees  with 

NoneS 

Depreciation  rate  50  per- 

siderations, formal 

reduced  interest 

cent  in  the  hrst  year 

program  regional 

loans,  up  to  15  percent 

on  equipment  and  30 

incentives. 

subsidy  of  investment. 

percent  on  buildings 
for  3  years. 

1  Relating  to  regional  incentives. 

2  Essentially  none  but  administrative  procedures  tend  to  introduce  minimal  restraints. 

3  Except  in  regard  to  natural  resources. 
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The  Treaty  of  Rome,  which  created  the  Common  Market  in  1958,  established 
as  one  of  its  guiding  principles  that  governments  should  not  aid  their  own 
industries  to  the  detriment  of  other  member  nations'  industries.  Consequently, 
one  of  the  significant  problems  which  the  EEC  Transport  Commission  is 
attempting  to  face  is  to  ensure  that  each  mode  of  transport  pays  the  economic 
costs  of  the  transport  infrastructure  it  uses.  The  EEC  Transport  Commission 
therefore  argues  that  it  is  necessary  to  examine  the  ports  and  the  way  they 
are  financed  to  ensure  that  no  one  method  of  transportation  is  artificially 
aided  by  national  subsidies  to  ports.  This  claim  by  the  EEC  Transport  Com- 
mission has  been  challenged  by  several  members,  since  Article  #84  of  the 
Treaty  of  Rome  specifically  excluded  from  Common  Market  jurisdiction  trans- 
port to  and  from  places  outside  the  Common  Market  (which  is  the  transport 
function  provided  by  ports).  The  present  state  of  interport  competition  is,  if 
anything,  likely  to  increase  in  the  future  because  of  French  implementation  of 
a  major  national  port  policy  in  which  investments  will  be  funded  up  to  80% 
by  the  national  government. 

4-1.5  Outlook 

As  developments  are  now  proceeding,  and  if  all  the  countries  strive  to  real- 
ize their  long-term  port  development  plans,  it  looks  as  though  there  may  well 
be  some  over-capacity  in  European  ports  by  the  end  of  the  decade  and  into  the 
1980's.  A  certain  specialization  of  ports  and  coordination  of  investment  plans 
seems  to  be  required  to  prevent  costly  mistakes  in  investment  allocation.  The 
disadvantages  of  a  non-coordinated  investment  policy  are : 
Individual  industry  and  regional  over-capacity  ;  and 
Distortion  of  production  by  subsidies. 

This  last  situation  is  created  when  some  types  of  activity  derive  considera- 
ble benefits  from  infrastructural  improvements  without  any  contribution  to  the 
social  costs. 

The  policy  of  port  development  cannot  be  separated  from  regional  policy, 
because  a  port  exerts  considerable  influence  on  the  economic  structure  of  the 
region.  A  wider  scope  is  needed  to  change  an  investment  policy  from  one 
which  is  oriented  to  increased  port  traffic  to  one  which  involves  growth  of  all 
functions  both  portuary  and  regional. 

Without  supplementary  regional  development  measures,  the  construction  or 
expansion  of  a  port  will  probably  not  induce  a  major  industrialization  pro- 
gram in  an  undeveloped  area.  However,  for  areas  that  want  to  have  basic 
industries,  a  well-equipped  port  in  the  area  itself  is  an  important  part  of  a 
development  strategy.  For  the  location  of  processing  industries,  port  construc- 
tion is  of  less  importance  if  a  good  transport  infrastructure  network  with 
neighboring  ports  exists. 

4.2    FRENCH    STRATEGY 

Ji.2.1  The  role  of  the  central  government 

In  France,  port  development  plays  a  significant  stimulative  role  in  the  in- 
dustrial development  strategy  of  the  Sixth  Five- Year  Plan  (1971-1976).  An 
appraisal  of  the  structure  of  the  French  National  Economy  indicates  that 
France  is  as  industrially  oriented  as  other  European  countries  (see  Table  4-8, 
Row  1)  ;  manufacturing  contributes  approximately  35%  to  the  Gross  Domestic 
Product  in  France,  39%  in  Germany,  31%  in  The  Netherlands,  and  30%  in 
Belgium.  But  the  vast  majority  of  firms  in  French  industry  are  very  small 
family  businesses,  which  have  acted  as  a  steady  drag  on  the  growth  of  the 
manufacturing  sector  (see  Table  4-9).  This  drag  effect  is  cleary  evident  in  the 
manufacturing  sector,  where  the  historical  (1958-1969)  growth  rate  of  5.5%  is 
the  lowest  of  all  Common  Market  ^  countries  (see  Table  4-10,  Row  10). 


1  In    1971,   the   Common   Market    (EEC)    Included   France,   Belgium/Luxembourg,    The 
Netherlands,  Germany  and  Italy. 
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TABLE  4-8.— NATIONAL  GROSS  DOMESTIC  PRODUCT  STRUCTURE 


1969  percent 


Nether- 
France      Belgium  lands    Germany  Italy 


U.K. 


U.S.A. 


1.  Manufacturing.. 34.7 

2.  Agriculture 6.6 

3.  Construction 10.2 

4.  Mining .9 

5.  Utilities.. 1.9 

6.  Commercial 36.8 

7.  Government 8.9 

8  Gross  domestic  product 100.0 


9. 
10. 
11. 
12. 
13. 
14. 
15. 


Manu  facturing 

Agriculture 

Construction ., 

Mining 

Utilities 

Commercial. 

Government 

Gross  domestic  product 129.  5 


30.4 

30.7 

39.2 

27.3 

34.6 

28.1 

5.5 

7.4 

4.3 

11.0 

3.1 

2.9 

6.6 

7.9 

6.8 

8.0 

6.8 

4.5 

1.7 

1.5 

1.8 

.7 

1.8 

1.6 

2.2 

2.1 

2.0 

2,6 

3.6 

2.3 

46.4 

41.8 

36.4 

38.5 

43.0 

46.5 

7.2 

8.5 

9.5 

11.9 

7.1 

14.1 

100.0 


100.0 


100.0 


100.0 


Billions  of  dollars  (current  1969) 


20.1 


22.8 


162.5 


72.8 


100.0 


94.8 


100.0 


$44.9 

$6.1 
1.1 
1.3 
.3 
.4 
9.4 
1.5 

$7.0 
1.7 
1.8 
.4 
.5 
9.5 
1.9 

$63.7 
7.0 
11.1 
2.9 
3.3 
59.2 
15.3 

$19.9 
8.0 
5.8 
.5 
1.9 
28.0 
8.7 

$32.8 
2.9 
6.5 
1.7 
3.-. 
40.8 
6.7 

$265.  0 

8.6 

27.4 

13.2 

42.4 

1.2 

15.1 

2.5 

21.7 

47.7 
11.4 

438.5 
133.0 

943.0 


Source. — Organization  for  Economic  Cooperation  and  Development  and  Arthur  D.  Little,  Inc. 
TABLE  4-9.-SIZE  OF  FIRMS  IN  FRENCH  INDUSTRY— 1966 


Workers  employed* 


Number  of  firms 


0 

1  to  9 

10  to  199.. 
200  to  999. 
Over  1,000. 


284,  854 

329,  265 

69,651 

3,830 

638 


1  Excluding  employer. 

Source.— Bulletin  Mensuel  de  Statistique  Industrielle,  1970. 
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In  order  to  maintain  its  political  influence  within  the  Common  Market  after 
the  next  decade,  the  French  Government  believes  it  must  concentrate  its 
resources  on  developing  the  industrial  sector  by  reorganizing  the  structure  of 
older  industries,  and  by  increasing  the  scale  of  operations  in  new  dynamic 
industries  so  as  to  become  competitive  in  the  Common  Market  and  interna- 
tional markets.  Timing  is  also  a  critical  element.  The  consensus  is  that  France 
only  has  between  eight  and  ten  years  to  accomplish  its  goals  before  Common 
Market  integration  will  virtually  nullify  many  of  France's  commercial  trade 
barriers   and   freeze  its   industrial   posture   vis-a-vis   other   Common   Market 

"Vrench  Port  Development  Policy  is  not  only  an  instrument  shaped  by 
France's  desire  to  maintain  and  increase  its  political  and  economic  influence  m 
the  European  Continent,  but  it  is  also  shaped  by  important  domestic  considera- 
tions. French  industry  and  population  are  overly  concentrated  m  the  Greater 
Paris  Basin  (with  a  population  of  approximately  12.5  million  or  2o%  of  the 
national  total).  The  national  rural-to-urban  migration  pattern  has^  centered 
upon  Paris  for  the  past  two  decades.  If  this  population  flow  is  not  checked, 
serious  social  congestion  could  result  in  the  Paris  urban  center.  To  the  West 
on  the  Atlantic  Coast,  and  in  the  South,  on  the  Mediterranean,  population  and 
industry  are  scarce  and  land  is  relatively  abundant.  The  port  and  industrial 
development  schemes  are  viewed  as  stimulants  to  the  growth  of  coastal  urban 
complexes  which  will  counterbalance  the  economic  weight  of  the  capital  and, 
thus,  reverse  the  migratory  pattern. 

4.2.2  ^Jie  French  rationale  for  port  development 

During  the  beginning  years  of  the  planning  for  the  new  generation  of  ports, 
the  basic  underlying  rationale  was  that  harbor  and  port  development  could  act 
as  a  major  attraction  pole  for  industrialization.  A  number  of  economic  factors 

support  this  view :  ^  *.  ^-c 

First,  transportation  costs  of  raw  materials  are  a  large  component  of 

total  manufacturing  costs  in  heavy  industry ;  ,     •  i 

Second,  the  present  and  future  revolution  in  maritime  vessel  size  and 

handling  techniques  promises  to  significantly  reduce  this  cost  component 

while   changing  the  pattern   and   increasing  the  volume   of  international 

Third  wage  levels  in  Europe  are  rapidly  approaching  normalization 
because  of  the  unions  (and  it  is  conceivable  that  European  wage  levels 
within  a  decade  or  two  will  be  very  close  to  those  in  the  United  States 
and  Canada)  ;  consequently,  reductions  in  transportation  costs  will  add  to 
the  competitive  posture  of  French  industry  ;  .  ^       i 

Fourth,  French  ports  lend  themselves  to  major  deep  water  port  develop- 
ment projects ;  .        -,     .  c        ^-■^. 

Fifth,  development  of  modern  ports  would  combat  the  drainage  of  north- 
ern French  trade  through  ports  in  Belgium  and  The  Netherlands ; 

Sixth,  there  is  an  increasing  tendency  among  industrial  firms  to  move  to 

coastal  zones;  .  .  4,     •,• 

Seventh,  industries  which  do  not  presently  require  major  seaport  facili- 
ties want  to  be  near  port  complexes  because  they  feel  that  withm  ten 
years  their  products  and  operations  may  require  such  facilities  ; 

Eighth  France  is  the  onlv  Common  Market  country  that  can  easily 
spare  land  for  the  giant  spread  of  coastal  oil,  petrochemical,  chemical,  and 
steel  plants  without  encroaching  seriously  on  its  reserves  of  open  country- 
side. 

a.  Selection  of  ports 

Beginning  in  1965,  the  French  government  took  a  major  step  towards 
increased  national  control  of  the  major  French  ports  by  the  creation  of  six 
Ports  Autonomes  (autonomous  ports).  Before  the  autonomous  ports  were  cre- 
ated, the  ports  were  administered  by  the  Chambers  of  Commerce  of  the  cities 
The  ports  which  were  selected  were  Marseilles  Fos  on  the  Mediterranean  and 
Bordeaux,'  Nantes-St.  Nazaire,  Rouen,  Le  Havre  -  and  Dunkirk  on  the  Atlantic. 


2Borclpnux   and   Lp  Havre   were   autonomous  maritime   ports   before   the    1065   govern- 
ment port  reform  legislation. 
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The  reasoning  behind  the  selection  of  certain  ports  to  become  deep  water 
ports  was  based  on  the  following  requirement  factors : 

Nautical  characteristics — the  port  must  be  capable  of  being  developed 
into  a  deep  water  port  able  to  receive  800,000 — 1,000,000  dwt  crude  oil  car- 
riers at  a  realistic  economic  cost; 

Large  acreages  of  land  must  be  available — heavy  industrialization  is  the 
economic  justification  for  state  subsidies  in  port  development; 
The  port  must  be  tied  to  a  close  hinterland — not  be  isolated ; 
The  port  must  have  demonstrated  a  viable  growth  in  traffic  over  the 
past  ten  years. 
It   soon   became   apparent   that   financial    resources   were   not   available   to 
develop  all  these  ports  for  heavy  industrialization,  nor  was  the  time  available 
to  do  so  and  also  reach  the  objectives  in  the  Sixth  Plan.  Because  of  limited 
economic  resources,  in  order  to  achieve  the  national  objectives,  it  became  nec- 
essary to  concentrate  the  national  investment  in  only  a  few  ports  in  order  to 
reach   the   "critical  mass"   necessary   for  large-scale  industrialization  and  to 
reach  the  stage  of  private  entrepreneurial  industrialization  (i.e.,  critical  mass) 
which  is  typified  by  Rotterdam.  Consequently,  three  i)orts  were  selected  for 
high  priority,  which  basically  means  that  they  will  obtain  two-thirds  of  the  $2 
billion  total  port  development  expenditure  during  the  next  five  years  of  the 
Sixth  Plan.  These  ports  are :  Marseilles/Fos,  Le  Havre,  and  Dunkirk. 

In  the  past,  the  historical  stimulator  for  port  development  has  been  the  port 
users  who  were  continually  ahead  of  the  port  authorities  in  requesting 
improvements  and  expansion.  The  French  government,  however,  is  planning  to 
make  a  quantum  jump  in  harbor  and  port  facilities  in  order  to  take  vessel.s 
whicli  are  somewhat  larger  than  those  which  are  presently  in  the  operational 
and  constructional  stages. 

h.  French  port  investment  policy 

Under  the  new  French  port  plan,  the  national  government  increased  its 
share  of  expenditures  on  infrastructure  or  major  installations,  such  as  the 
I)uilding  of  locks,  jetties,  fairways,  and  channels  from  50  to  80%.  (See  Table 
4-11).  For  lesser  infrastructure  work,  such  as  superstructure  improvements 
and  secondary  works  (i.e.,  lengthening  or  extending  existing  quays),  the  finan- 
cial division  is  60%  from  the  State  and  40%  from  the  autonomous  port,  rather 
than  the  previous  50-50  division.  The  State  finances  all  maintenance  require- 
ments in  the  port,  while  the  Port  Autonome  must  finance  all  dock-side  installa- 
tions and  equipment  out  of  wharfage  revenues.  The  port  finances  its  day-to-day 
operations  from  a  combination  of  land  and  equipment  rentals.  In  regard  to 
capital  investment  for  superstructure  work,  it  relies  on  a  port  tax  which  can 
l)e  used  for  collateral  for  long-term  bonds  with  the  maximum  borrowing  capac- 
ity limited  by  the  French  government.  Each  autonomous  port  will  retain  con- 
trol of  its  day-to-day  operations  and  also  have  responsibility  for  providing  port 
planning  proposals  to  the  central  government  for  the  future  development  of 
the  port.  In  order  to  obtain  private  enterprise  commitment  in  the  port  develop- 
ment programs,  the  government  will  share  the  investment  costs  involved  in 
constructing  the  propo.sed  artificial  i.slands  at  Le  Havre  and  Dunkirk.  Invest- 
ment costs  are  anticipated  to  be  split  15%  government  and  85%  private  enter- 
prise or  20-80. 

TABLE  4-11 —FRENCH  AUTONOMOUS  MARITIME  PORTS'  SOURCES  OF  FINANCIAL  EXPENDITURE 

Previously  Presently 

Exoenditure 

I  rif  rast  ructu  re 

SuDftr'^tructure.- 

Maintenance 

Equipment 


c.  Rolr  of  local  goi-crnment  {city,  province)  in  port  (Icvelopmcixt 

Neither  the  city  nor  the  provincial  governments  play  a  leading  role  in 
France's  port  development  scheme.  On  the  contrary,  the  creation  of  autono- 
mous ports  was  implemented  in  order  to  centralize  control  and  direction  in  the 
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central  government.  The  development  of  the  port  projects  and  the  associated 
heavy  industrial  zones  are  considered  too  important  to  the  future  economic 
structure  of  France  to  be  left  in  the  hands  of  local  authorities. 

The  French  government  has  established  regional  planning  authorities 
(OREAM)  whose  function  is  to  properly  integrate  and  distribute  the  economic 
and  social  benefits  resulting  from  the  port  development  to  the  region  in  Vi'hich 
the  port  is  based.  Thus,  the  port,  surrounding  communities,  and  the  province 
cooperate  and  coordinate  their  activities  and  plans  with  this  regional  planning 
authority.  The  port  cities  do  not  collect  taxes  from  the  autonomous  ports  nor 
do  they  provide  investment  funds  to  the  port.  However,  they  do  invest  in 
social  infrastructure  such  as  hospitals,  schools,  etc.,  which  will  be  needed  as 
the  industrialization  progresses. 

/f.2.3  French  regional  planning 

DATAR  (Commission  For  Land  Use  And  Regional  Development  Planning) 
was  created  in  1963  to  promote  de-centralization  and  orderly,  concerted 
regional  development.  It  had  to  deal  especially  with  urban  development, 
industrial  development,  and  communications,  and  came  quickly  to  expand  the 
concept  of  development  based  on  large  existing  cities.  It  concentrated  first  on 
the  "under-developed"  western  half  of  France,  the  decaying  (coal,  textiles) 
northern  region  of  France,  and  finally  defined  S  large  metropolises  :  Lillie-Dun- 
kirk,  Basse-Seine  (Le  Havre-Rouen-Caen),  Nantes-St.  Nazaire,  Bordeaux-Tou- 
louse, Marseilles,  Lyon,  Metz-Nancy,  and  Paris.  These  cities  form  the  nuclei  in 
their  respective  urban  areas. 

In  each  region.  "OREAM"  Regional  Planning  Teams  (multidisciplinary) 
composed  of  architects,  urban  specialists,  sociologists,  economists,  and  industry 
and  transport  specialists  evolved  a  framework  for  concerted  development 
(19S5-2000)  called  SCHEMA  D'AMENAGEMENT.  On  the  average,  3-4  years 
and  $2  million  have  been  necessary  for  each  regional  study.  The  studies  have 
aimed  essentially  at  ensuring  coherent  development  and  identifying  problems, 
particularly  covering  urban  centers  and  new  town  development  (le  Vaudreuil, 
Basse  Seine),  industrial  zoning,  nature  conservation  (green  belt  zones),  com- 
munications (air,  road,  rail,  water)  and  telecommunications. 

DATAR  .supports  the  OREAM  studies  (19S5-2000  plan),  coordinates  these 
studies  for  national  industrial  objectives,  and  defines  actions  and  objectives  by 
priority.  The  regions  make  their  5-year  plans,  called  Esquisses  Regionales  or 
Regional  Drafts,  which  shuttle  back  and  forth  to  Commissariat  au  Plan  (Plan- 
ning Commission)  until  merged  into  the  5-year  plan.  Once  approved,  technical 
solutions  are  developed  by  the  regions. 

There  has  been  some  attempt  to  quantify  tlie  attractiveness  of  specific  indus- 
tries for  specific  needs  and  to  build  the  ideal  profile  for  a  given  area  but  in 
fact,  tlie  planning  authorities  will  take  any  industry  as  long  as  it  is  located 
away  from  Paris. 

Where  the  government  has  provided  the  basic  infrastructures  (deepwater 
ports),  there  are  only  traditional  incentive  measures  (such  as  low-interest 
loans  to  60%  of  plant  investment  for  steel  plants,  Viut  nothing  for  petrochemi- 
cals). In  exchange  for  its  infrastructure  contribution,  the  government  allows 
only  major  and  basic  industry  to  locate  in  deep-water  ports.  In  Dunkirk, 
Pechiney-Kaiser  received  an  outright  subsidy  of  200  million  francs  ($40  mil- 
lion), an  "equalization"  subsidy  to  allow  a  French  location  rather  than  Dutch. 
This  represented  one-half  of  the  total  400  million  francs:  $80  million)  national 
subsidy  budget  for  1970. 

In  Bordeaux,  Nantes-St.  Nazaire,  Brest,  and  Cherbourg  (i.e.,  ports  that  have 
not  been  eamiarked  for  major  state-supported  development),  DATAR  will 
arrange  for  the  following  incentives  (established  for  the  "under-developed 
west")  : 

25%  investment  loan  without  interest  to  industry  to  be  reimbursed  at 
the  rate  of  depreciation  along  with  taxes ; 

Special  depreciation  methods:  25%  of  fixed  structures  and  building 
investment  can  be  depreciated  in  one  year  to  take  into  account  loss  of 
value  on  resale  in  undesirable  location  ; 

Reduced   price   for  industrial   land    (including   utilities)    with    DATAR 
paying  up  to  ^A  and  sometimes  %  of  the  price ; 
Exemption  period  from  local  tax ;  and 
Grants  for  professional  training  of  local  people. 
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■i.24  Tlic  aims  of  the  three  French  priority  port  developments 

The  development  of  a  major  deepwater  port  at  Dunkirk  is  aimed  not  only  at 
the  development  of  heavy  industi-ialization  in  the  Dunkirk  zone  (steel,  alu- 
mina, oil,  petrochemicals)  but  to  reverse  the  economic  stagnation  of  northwest- 
ern France  which  is  based  on  the  declining  textile  and  coal  mining  industries. 
In  addition,  the  port  planners  in  Paris  view  the  Dunkirk  development  as  open- 
ing up  a  new  supplyline  or  "breathing  lung"  to  the  heavy  industrial  areas  of 
(Germany. 

Le  Havre  is  viewed  as  that  port  development  project  with  the  least  amount 
of  risk.  It  has  a  massive  hinterland  based  upon  the  Paris  urban  complex.  The 
planners  foresee  the  entire  Seine  River  Basin  between  Le  Havre  and  Paris  as 
being  industrialized  by  the  year  2000. 

Port  development  at  the  Marseilles/Fos  area  is  viewed  as  that  program  with 
the  most  risk  of  the  three-port  development  priority  projects.  The  hinterland 
for  Marseilles  extends  up  the  Rhone  Valley  all  the  way  to  Southern  Germany. 
Although  the  hinterland  covers  an  extensive  area,  it  is  comparatively  light  in 
population  and  industry.  Marseilles/Fos  ranks  as  second  in  port  development 
priorities  (Le  Havre  being  #1  from  a  national  view).  Not  only  is  the 
Mar.seilles/Fos  area  close  to  Algerian  and  Libyan  crude  sources,  but  segments 
of  the  port  area  are  adaptable  to  harbor  deepening.  It  is  possible  to  take 
larger  and  larger  supertankers  by  extending  the  jetty  in  incremental  steps  fur- 
ther into  the  Mediterranean.  This  option  allows  the  port  a  great  deal  of  flexi- 
bility in  that  it  does  not  have  to  immediately  go  to  facilities  to  take  the  largest 
envisioned  tankers  (such  as  the  Le  Havre  port  development  project).  At  the 
present  time,  the  jetties  are  being  lengthened  to  accommodate  350,000  dwt 
tankers  and  are  scheduled  for  completion  in  1973.  The  next  phase  regarding 
jetty  expansion  has  not  been  decided. 

The  planners  visualize  that  after  approximately  ten  years,  an  extensive 
heavy  industrial  complex  will  exist  at  the  three  ports.  They  then  visualize  sub- 
sidiary industries  growing  upstream  from  the  big  coastal  steel  and  petrochemi- 
cal plant  complexes  along  the  main  road,  rail,  and  waterways,  stretching 
inland  from  the  three  key  ports.  They  believe  that  this  structural  pattern  of 
urbanization  and  industrialization  is  particularly  suited  to  France  which  has 
grown  on  a  star-shaped  pattern  around  Paris,  ever  since  Louis  XIV,  but  with 
very  little  development  until  now  at  its  western  and  southern  boundaries. 

4.3    DUTCH     STRATEGY 

^.3.1  The  changing  significance  of  the  gateway  ports 

a.  The  European  industrial  pole 

If  one  looks  closely  at  the  Europtan  industrial  pole,  it  is  striking  that  this 
pole  is  primarily  concentrated  in  the  northwest  corner  of  Europe.  This  was  not 
coincidence,  as  this  location  was  the  most  favorable  one  for  industrial  concen- 
trations. Along  the  large  north  German  low-lying  plain,  coal  and  iron  ore 
deposits  were  discovered  which  set  off  the  industrial  revolution  in  the  19th 
century. 

In  Europe,  the  circumstances  were  such  that  the  growing  industrial  center 
had  excellent  outlets  to  the  North  Sea  via  the  big  rivers  flowing  through  the 
North  German  Plain  in  a  northwesterly  direction.  To  the  south,  the  Alps 
formed  an  obvious  traffic  barrier.  This  situation  resulted  in  the  Delta  ports — 
the  harbors  situated  in  the  area  intersected  by  the  rivers  Scheldt,  Rhine  and 
Meuse,  namely  the  ports  of  Antwerp,  Rotterdam  and  Amsterdam — becoming 
the  gateways  for  the  industrial  pole  area.  These  ports  have  attracted  a  trans- 
port flow  whose  origin  or  destination  is  found  in  the  industrialized  hinterland. 
Historically,  this  transport  flow  has  been  created  and  sustained  by  hinterland 
industry. 

After  "World  War  II,  many  new  industries  established  themselves  around  the 
old  industrial  center,  with  the  new  industrial  areas  expanding  mainly  in  a 
southerly  and  westerly  direction.  This  development  of  the  old  industrial 
nucleus  into  a  larger  industrial  area  was  largely  stimulated  by  the  substitu- 
tion of  oil  for  foal  as  a  source  of  energy.  In  addition,  the  petrochemical  indus- 
try lased  on  oil  and  the  resulting  related  chemical  industries  were  also  estab- 
lished in  the  seaports,  where  the  crude  oil  was  transshipped.  As  a  result,  the 
ports  also  experienced  heavy  industrial  development.  A  belt  of  modern  process 
industries  of  an  entirely  new  nature  sprang  up  in  the  North  Sea  ports. 
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The  industrial  spread  to  tlie  south  has  occurred  as  a  result  of  the  fact  that 
petroleum  pijjelines  managed  to  break  through  the  Alps.  This  enabled  an 
entirely  new  industrial  complex  to  be  developed  in  Southern  Germany,  which 
was  formerly  considered  geoeconomically  impossible. 

This  is  the  situation  which  developed  in  the  19th  and  mid-20th  century.  The 
Netherlands,  and  especially  Rotterdam,  assumed  an  extremely  central  position 
in  the  hinterland  transport  flows  which  enabled  the  Dutch  transport  firms,  the 
ports,  and  the  new  port  industries  established  there,  to  develop  strongly. 

b.  Trends  of  change 

The  historical  developments  outlined  above  are  the  basis  for  The  Nether- 
lauds'  economic  prosperity.  But  modern  developments  have  caused  change. 

One  change  already  pointed  out  was  the  fact  that  the  oil  pipelines  have 
overcome  the  Alps  barrier.  This  has  created  a  southerly  oil  network  which 
supplies  the  Southern  Rhine  Valley,  the  Rhone  area,  and  Southern  Germany 
with  oil  from  Marseilles,  Genoa  and  Trieste.  As  a  result,  entirely  new 
industrial  areas  have  emerged  in  southern  Germany,  a  development  which  will 
continue.  The  question  now  is,  to  which  ports  will  these  new  industrial  areas 
turn  in  the  future :  to  the  traditional  northerly  situated  ports  on  the  North 
Sea  (i.e.,  Antwerp,  Rotterdam,  Amsterdam),  or  to  the  French  ports  on  the 
Atlantic,  or  the  Mediterranean?  The  development  means  that  the  transport 
flow  is  showing  a  definite  trend  to  move  towards  the  south.  This  trend  could 
be  boosted  if  oil  from  the  Sahara  were  brought  to  Southern  Europe  via  a  pii)e- 
liue  under  the  Mediterranean,  thereby  cutting  out  part  of  the  sea  transport  by 
crude  carriers.  The  French  plans  to  develop  Le  Havre,  Fos  and  Dunkirk  into 
major  petroleum-receiving  ports  could  well  become  a  reality  if  there  were  a 
major  accident  involving  several  large  oil  tankers  in  the  congested  North  Sea. 
Such  an  accident  could  result  in  the  Dover  Strait  being  forbidden  to  large 
tankers,  thereby  forcing  Rotterdam-bound  tankers  to  reroute  around  the  Scot- 
tish Peninsula.  In  this  event,  Le  Havre  and  Dunkirk  might  become  a  major 
alternative  to  Rotterdam  by  serving  the  European  hinterland  by  new  pipelines. 

The  new  capacities  of  the  French  Atlantic  and  Mediterranean  ports,  if  they 
have  at  their  disposal  improved  inland  connections  comparable  to  those  inland 
connections  enjoyed  by  Rotterdam,  will  have  a  major  impact  on  the  Nether- 
lands. In  this  respect,  the  French  plans  for  the  improved  canal  on  the  Rhone 
and  the  connections  from  it  to  the  Rhine  and  Meuse  are  of  major  importance. 
An  expanded  Rhine/Rhone  canal  connection  could  perhaps  direct  a  major  por- 
tion of  tlie  entire  southerly  situated  industrial  area  towards  the  French  ports 
situated  in  the  south.  This  also  applies  to  the  canal  which  Dunkirk  is  con- 
structing to  the  northern  French  hinterland  and  a  planned  crude  oil  pipeline 
from  I>e  Havres  through  the  French  industrial  center  to  the  Ruhr  and  the 
southern  German  industrial  area. 

This  entire  phenomenon,  the  shifting  or  southerly  expansion  of  industrial 
areas  and  the  accompanying  trend  of  changing  transport  flows  in  a  more 
southerly  direction. ^  means  that  the  Netherlands  finds  itself  situated  on  the 
northern  edge  of  the  industrial  center  of  Europe  with  the  risk  of  being  some- 
what isolated.  This  development  could  be  intensified  if  the  ports  situated  in 
the  South — and  these  include  Dunkirk  and  Le  Havre — were  also  to  have 
important  container  terminal  facilities  at  their  dispo.sal.  If  these  container  ter- 
minals v»'ere  linked  by  rapid  railway  connections  with  the  industrial  hinterland 
on  the  Continent  and  with  the  United  Kingdom,  part  of  the  general  cargo  flow 
which  now  goes  via  Rotterdam  and  the  other  Delta  ports  could  be  diverted 
toward  the  south. 

Port  officials  pointed  out  that  the  transport  policy  of  France  and  Germany  is 
concentrated  more  on  railways  than  that  of  the  Netherlands ;  therefoi-e,  con- 
tainer traffic  via  the  French  ports  could  easily  be  favored.  The  potential  of 
transferring  the  general  cargo  flow  to  rail  transport  will  be  given  an  impor- 
tant stimulus  if,  as  is  expected,  a  Channel  Tunnel  is  opened.  In  that  case,  the 
British  industrial  area  would  have  a  direct  link  via  container  trains  with  the 
industrial  areas  in  Northern  France,  Belgium  and  the  Ruhr.  The  British  trans- 
l)ort  policy  also  strongly  favors  the  railways,  therefore  there  is  a  very  real 
diversionary  possibility  away  from  the  Netherlands. 


3  Siioh  a  shift  is  not  yet  statistically  noticeable  but  sucb  a  trend  will  show  up  during 
the  next  few  years. 
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4.3.2  The  world's  leading  port:  Rotterdam 

The  transport  and  port  functions  must  be  considered  as  being  of  eminent 
importance  for  the  Netherlands'  prosperity.  Under  the  "Mono-port  concept  " 
Rotterdam  convinced  the  central  Government  that  there  could  onlv  be  oiie 
major  port  in  the  nation  and  that  all  national  efforts  should  be  focused  on  this 
portin  order  to  obtain  the  maximum  economics  of  scale.  This  concept  which 
ongmated  at  the  end  of  World  War  11  was  quite  logical.  The  hinter  and  of 
he  Netherlands  (i.e     Germany)  was  in  ruin.  The  Netherlands  at  thi.fpSh     hi 

nn^fon  ;Ml  r^""''"'  ^-  fl^^^^^"  ^^^  ^^re  they  going  to  reconstruct  their 
nation  and  develop  a  viable  economy  which  historically  had  been  based  upon 
the  transport  service  function  provided  for  Germanv?  The  answer  became 
heavy  industrialization  within  The  Netherlands  coupled  with  a  specific 
nnt  nn",fn  ^''^"n^"  the  ports- themselves.  Because  of  financial  limitations  SfSe 
nation  during  this  period  of  time  and  even  extending  into  the  late  lOoO's  it 
7hl<rZT,  ^""^'^  ^^"^^  development  resources  be  concentrated  in  the  area  having 
the  greatest  number  of  natural  advantages.  This  became  Rotterdam 

Whereas  historically  the  transport  flow  was  a  function  of  the  industry  in 
the  hinterland,  Rotterdam  now  believes  that,  if  the  transport  flow  is  to  be 
ZvTZLT  ^T  "'  l^""  "'^^''^^^  ^^  ^^''  prosperity,  then  industrialization  and 
H?I  /  3,  ^'""f  ",^  ™"^*  continue  to  take  place  in  the  Delta  area.  This  is  one  of 
indnSH^H^o'^f"  .reasons  why  Rotterdam's  port  strategy  has  been  to  expand 
cafbe  t?i^ln  H  '"^  t^f  ^ott^r'iam  area;  it  is  the  only  way  the  transport  flow 
^HhrJ  I        •    ]^  T'"*-.  ^^'"^  construction  of  improved  deep-water  harbors  alone 

Jl!rtnL?^-,??"l  '-^  'f  "''^  ''^'^'''^'^  ^^  ^^^  ^^^^'^^^  because  the  diversionarv 
tendencies  Jill  be  too  strong  and  will  make  themselves  felt  in  the  next  decade 
Ilm^  ever  the  question  of  whether  500,000  dwt  tankers  could  berth  at  Rotter- 
^n^v'o  •^,^i\".»^»^^y red  because  it  would  require  additional  dredging  and  pos- 

rermittn^  n?^'"!  f  "^""'^  "f  "^^  ^"^^^'^^  Channel.  Alternatives  are  a  possible 
lei outing  of  such  large  tankers  around  the  Scottish  Peninsula,  or  a  redesigning 
of  supertanker  hulls  so  that  they  would  have  smaller  drafts  " 

ntlr^^L^'^^T'''^  viewpoint  a  unique  and  highly  successful  port  and  associ- 
ated indnstrial  complex  has  been  created.  The  question  now  is :  Has  the  strat- 
thot  H  hlf-  '.i"'f"l"f'-  I^^tterdam,  if  it  continues  to  expand  at  the  rate 
stallw^'n-  l^^^tdecade,  will  at  some  point  in  the  near  future  reach  a 
To  fp«^  ft.l  .,  •^^''''''T'f  J"''"  ''^'^"^  ^"  ^^^^  P^'e«^"t  P«rt  and  urban  structures, 
nf  ffo^'r  ",  ,'!  Pt"*'"^  obstacle,  Rotterdam  suggested  the  southerly  expansion 
the  .nnnfJir  1  if  V?-^""''^  °,'"  "'^  creation  of  completely  new  port  facilities  in 
iWin,  h  f™f  ""i  ,^"?''  ""  ''^^'*'"'^'  o^^'iously  would  promote  further  industrial- 
the  delta  lands^""'  ''^''"^*  "'  eventual  devastation  of  a  major  portion  of 

a.  Conflicts  over  future  development 

o.^.^'^^r'^'''^'  "'^  ^orld's  largest  port,  is  presently  in  disagreement  with  the 

?,1?n  .p  .1!^™°"^".^  ""^J^}^  ^^'^^"^  °^^^'  *^^  important  aspects  of  Rotterdam's 
futuie  development:  (1)  the  central  government's  unwilllingness  to  grant  larger 
subsidies  to  the  Port  of  Rotterdam,  and  (2)  the  need  for  new  deepVater  sUes 
during  the  remaining  decades  of  this  century. 

There  are,  of  course,  various  opinions  within  either  camp.  Of  the  five  maior 
Government  departments  concerned  with  the  port  and  its  finances,  Transport 
and  T\aterways  and  Economic  Affairs  do  not  view  port  development  from 
exactly  the  same  angle  as  the  Treasury  and  the  Home  OflBce,  which  are  iointlv 
responsible  for  the  bulk  of  governmental  finance,  or  Housing  and  Regional 
llannmg,  which  is  doing  its  best  to  spread  an  overcrowded  Rotterdam  popula- 
tion and  Its  industry  over  as  many  regions  as  possible.  In  Rotterdam  itsellf, 
the  Port  Authority  has  shown  itself  to  be  more  land  hungry  than  various 
influential  civic  leaders  deem  necessary. 

The  desire  for  more  Government  aid  in  the  fight  against  the  increasing  com- 
petition by  other  European  ports— notably  Antwerp,  the  French  ports  and  sev- 
eral iJritish  ports— IS  widely  shared  among  port  planning  personnel  in  Rotter- 
dam 1  his  IS  a  recent  development,  which  seems  to  have  been  stimulated 
largely  by  the  French  port  development  program. 

h.  The  subsidy  proUem 

If  no  other  European  Government  subsidized  its  ports,  so  the  argument  in 
Rotterdam  runs,  there  would  be  no  need  for  Rotterdam  to  ask  for  aid.  But 
Rotterdam  cannot  finance  all  its  investments  out  of  the  various  port  dues  any 
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more.  These  dues  are  being  kept  within  narrow  limits  by  foreign  competition, 
and  competitor  ports  are  able  to  keep  their  dues  low  precisely  because  they 
are  being  subsidized. 

Rotterdam  distinguishes  three  major  elements  in  the  subsidy  problem:  (1) 
The  cost  of  the  infrasturcutre,  from  original  site  costs  through  dock  basins  to 
quays  and  roads;  (2)  the  cost  of  superstructure  facilities  such  as  cranes  and 
warehouses;  and  (3)  the  cost  of  maintaining  the  waterborue  connection 
between  the  port  and  the  sea.  The  Municipality  of  Rotterdam  covers  all  the 
above  costs,  with  the  following  exceptions :  the  State  covers  two-thirds  of  the 
cost  of  harbor  dikes ;  private  enterprise  covers  the  investments  for  superstruc- 
ture. 

Several  years  ago,  when  the  State  approved  the  city's  plan  to  dredge  a  seven- 
mile,  ^240  million  high-sea  channel  and  dike  for  the  Maasvlakte  I  project, 
in  order  to  open  the  port  to  ships  of  up  to  250,000  dwt,  it  was  generally 
assumed  that  the  State  would  pay  two-thirds  of  this  sum.  The  subsequent 
announcement  that  the  municipality  wouUd  have  to  bear  the  entire  cost  of  the 
channel  dike — prompted  by  the  central  government's  severe  budgetary  problems 
and  supported  by  the  argument  that  the  advantages  of  the  project  would 
accrue  primarily  to  the  operators  of  the  250,000  dwt  vessels,  notably  the  oil 
companies — came  as  a  considerable  shock  to  Rotterdam. 

Officials  in  The  Hague  were  quick  to  point  to  one  significant  "built  in" 
advantage  enjoyed  by  Rotterdam :  its  geographic  situation.  But  even  they 
admit  that  this  is  being  slowly  modified  by  pipelines,  which  have  already  given 
such  ports  as  Marseilles,  Genoa,  and  Trieste  the  kind  of  access  to  the  heart  of 
Western  Europe  which  the  Rhine  used  to  give  only  to  Rotterdam. 

c.  The  expansion  proMem 

The  supertanker  revolution  also  plays  an  important  part  in  the  other  major 
area  of  contention  between  Rotterdam  and  The  Hague.  Reduced  to  its  essen- 
tials, this  centers  on  the  question  of  what  deliberate  limits,  if  any,  shall  be  set 
to  Rotterdam's  further  expansion  as  a  port  and  an  industrial  center. 

The  natural  coastline  ceased  to  be  a  boundary  some  time  ago :  nearly  6,500 
acres  of  shallow  sea  off  tlie  coast,  known  as  the  Maasvlakte  I,  which  will  yield 
4,025  acres  of  net  usable  space  for  port  handling  facilities  and  industrial  sites, 
is  now  being  turned  into  dry  land  surrounding  several  huge  dock  basins.  By 
common  consent  this  area,  which  should  be  completed  in  the  early  1970's 
(presently  50-60  percent  completed),  will  be  reserved  for  enterprises  which 
must  have  deep-water  access,  such  as  transshipment  companies  for  bulk  goods 
and  industries  such  as  refining  and  possibly  a  steel  plant  (although  the  steel 
plant  proposal  is  facing  stiff  environmental  opposition). 

Tlie  Rotterdam  authorities  believe  that  all  the  available  space  in  the  Maasv- 
lalite  I  will  have  been  reserved  by  companies  when  the  project  is  completed. 
Rotterdam  is  also  convinced  that  the  demand  for  sites  on  or  near  deep  water 
will  not  be  stilled  by  then.  A  special  problem  is  being  posed  by  enterprises 
which  could  theoretically  be  sited  further  inland  but  which  insist  on  a  place 
near  the  deep-water  industries  or  near  a  big  industrial  center.  Obvious  exam- 
ples can  be  found  among  the  producers  of  the  more  specialized  petrochemicals, 
who  want  to  be  near  the  refineries,  and  major  chemical  plants,  who  want  to 
save  transportation  costs. 

Sites  in  the  Rotterdam  area  are  already  so  scarce  that  companies  which 
cannot  convince  the  government  that  they  require  deep-water  sites  are  refused. 
In  such  cases,  an  attempt  is  made  to  ipersuade  the  applicant  to  settle  else- 
where in  the  Netherlands.  The  presence  of  a  large  Dow  plant  on  the  Dutch 
part  of  the  Scheldt  estuary,  and  of  the  Mobil  Oil  refinery  in  Amsterdam,  both 
linked  to  Rotterdam  by  pipeline,  illustrates  that  such  a  solution  may  be  possi- 
l)le  in  some  eases.  Rotterdam's  thesis  is  that,  by  and  large,  rejected  applicants 
will  feel  unable  to  find  another  appropriate  Dutch  site,  and  will  go  elsewhere. 
The  central  government,  however,  is  more  confident  tliat  firms  which  Rotter- 
dam cannot  accommodate  may  still  be  retained  for  the  Dutch  economy.  Not 
every  industry  needs  the  services  of  mammoth  ships. 

In  basic  terms,  this  poses  the  question :  Should  Rotterdam  be  expanded  even 
further,  and  if  so,  in  which  direction?  The  technical  and  economic  implications 
of  extending  the  artificial  Maasvlakte  I  southward  are  now  being  studied. 

Another  possibility  is  the  development  of  the  delta  area  to  the  south  of  Rot- 
terdam. Rotterdam,  in  fact,  foresees  the  whole  area  between  Rotterdam  and 
Antwerp  as  developing  into  a  vast  and  almost  continuous  port/industrial  com- 
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plex  (the  "Golden  Delta").  The  Dutch  and  Belgian  governments  have  agreed 
on  a  scheme  to  improve  Antwerp's  canal  link  with  the  Rhine.  When  this  devel- 
opment is  completed,  it  will  bring  all  the  other  projected  delta  port  areas  into 
good  waterway  communication  with  the  Rhine  and  the  Scheldt.  The  Dutch 
government  has  already  gone  far,  as  part  of  its  famous  Delta  Plan,  in  equip- 
ping the  whole  area  with  a  first-class  road  network,  and  railway  links  are  also 
to  be  completed  soon.  Thus,  the  delta,  now  largely  agricultural,  is  potentially 
available  as  a  vast  industrial  development  area  for  industries  looking  for  a 
central  position  in  the  European  market  and  for  immediate  access  to  a  port. 

There  are  two  strong  obstacles  in  the  way  of  this  plan  by  Rotterdam.  One  is 
the  overcrowding  of  the  western  Netherlands,  to  which  Dutch  public  opinion  is 
already  highly  sensitive.  The  other  reason  is  that  many  see  the  delta  as  an 
indispensable  area  for  Rotterdam  City  itself  and  feel  its  sand  dunes,  coasts 
and  open  spaces  should  be  developed  for  recreation,  and  its  population  centers 
expanded  further  for  Rotterdam's  overspill. 

Port  officials  in  Rotterdam  feel  that  to  a  large  extent,  all  these  purposes, 
including  the  port  expansion,  could  well  be  combined.  A  hard  argument  for 
doing  so  can  be  summed  up  in  the  following  remark :  "For  every  acre  of  land 
turned  into  an  industrial  site,  it  will  result  in  $108,000  worth  of  added  produc- 
tion value  every  year,  and  the  State  will  get  at  least  25  percent  of  this  in 
direct  and  indirect  tax."  *  Officials  state  that  if  there  were  one  lesson  to  be 
learned  it  is  that  they  underestimated  the  industrial  space  requirements  and 
were  therefore  forced  into  a  position  of  sandwiching  communities  in-between 
industrially  zoned  land.  They  feel  this  was  one  of  the  major  mistakes  made  in 
the  past  which  they  would  avoid  if  they  had  another  chance  to  do  the  overall 
planning  today. 

4.S.3  Amsterdam 

Amsterdam  is  basically  a  city  built  upon  a  huge  commercial  tertiary  sector. 
The  city  authorities  are  apprehensive  about  their  long-term  economic  outlook. 
In  their  view  (and  rightly  so),  the  tertiary  sector  will  better  be  able  to  main- 
tain its  vitality  if  it  is  based  upon  a  larger  secondary  industrial  base.  Acting 
as  a  constraint  on  general  industrialization  is  a  labor  shortage  in  the  Amster- 
dam area  which  has  led  the  authorities  to  investigate  the  capital-intensive 
process  industries  in  the  secondary  sector.  These  industries  would  not  require 
large  numbers  of  personnel  but  would  result  in  high-value-added  products  and 
a  significant  commodity  traffic  requirement  for  the  port.  These  economic  objec- 
tives have  sequentially  led  to  the  proposal  that  new  harbor  facilities  and 
expanded  infrastructure  be  installed  for  the  purpose  of  attracting  industry. 

Amsterdam  was  straight-jacketed  by  the  "mono-port"  policy  approximately  20 
years  ago  and  has  not  yet  recovered.  Amsterdam  argues  that  it  is  now  time 
for  a  more  balanced  regional  approach  to  industrialization.  It  is  argued  that 
Amsterdam  should  receive  priority  in  regards  to  development,  because  without 
immediate  investment  in  the  port  areas,  it  is  very  possible  that  future  cargo 
flows  will  not  go  to  Amsterdam  but  to  competing  German  ports  in  the  Baltic. 
Amsterdam  points  to  the  paucity  of  heavy  secondary  industries  in  the  region 
and  the  very  slow  growth  in  general  cargo  that  has  occured  during  the  past 
twenty  years. 

Amsterdam  is  not  a  foremost  contender  for  a  major  deep  water  port.  There 
are  hopes,  however,  to  construct  a  new  outer  harbor  on  the  mouth  of  the 
North  Sea  canal  which  would  be  capable  of  receiving  125,000  dwt  vessels. 
Although  this  new  outer  harbor  will  not  be  exceptionally  large  (only  500  acres 
of  dry  area),  the  municipality  of  Amsterdam  believes  that  it  will  be 
sufficiently  stimulative  from  an  economic  standpoint  to  encourage  additional 
industrialization  in  the  area  and  to  generate  additional  traffic  flow. 

Amsterdam's  economic  rationale  for  port  investment  is  sound  and  consistent 
with  the  central  government's  regional  equalization  policy.  But  Rotterdam, 
anticipating  a  potential  economic  threat  from  French  port  policy,  albeit  long 
range,  is  making  its  case  for  new  subsidies  from  the  central  government.  The 
final  decision  will  be  political. 


*  A  Dutch  port  spokesman. 
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4.4    BELGIAN    STRATEGY 

Jf.Jf.l  The  outward-looking  Belgian  economy 

Situated  iu  key  position  in  Northern  Europe  and  having  a  high  population 
density,  Belgium  has  long  been  an  important  participant  in  international  trade. 
Within  a  200-mile  radius  of  Belgium's  chief  port,  Antwerp,  there  are  73  mil- 
lion people  whose  standard  of  living  is  fairly  high.  In  this  area,  there  are  the 
industries  of  the  Benelux,  of  the  Ruhr,  the  Rhine  valley,  the  Saar,  Northern 
France,  and  S.E.  England.  This  unique  position  is  strongly  supported  by  other 
factors  such  as  the  high  standard  and  diversity  of  communications,  Belgium's 
industrial  tradition,  and  the  skill  of  its  workers. 

Due  to  the  limited  size  of  the  Belgian  national  market  and  its  dependence 
on  foreign  imports  for  the  majority  of  its  basic  raw  materials,  Belgium  has 
been  forced  to  look  outwards.  This  explains  its  liberal  history  of  economic 
relations,  trade  orientation,  and  its  desire  for  European  integration. 

Economic  unions  started  in  1921  with  the  creation  of  the  Belgium-Luxem- 
bourg Economic  Union  (UEBL)  and  continued  with  the  economic  customs 
union  between  the  UEBL  and  The  Netherlands.  More  recently,  there  was  the 
formation  of  the  Economic  Coal  and  Steel  Community  and  finally,  the  birth  of 
the  European  Economic  Community  (EEC)  in  1958. 

Prior  to  the  creation  of  the  EEC,  exports  vital  to  the  Belgian  economy  had 
often  suffered  from  administrative  contingencies  and  quotas  set  up  by  many 
countries  to  protect  their  own  industries.  This  pehnomenon  partly  conditioned 
the  traditional  structure  of  Belgian  production  in  favor  of  half-finished  prod- 
ucts which  were  better  able  to  pass  through  international  commercial  trade 
barriers  than  more  elaborate  products. 

AVith  the  formation  of  the  EEC,  a  considerable  effort  was  made  to  gain  the 
maximum  benefits  from  the  new  conditions  of  liberalized  trade,  which  opened 
to  Belgium  countries  with  whom  Belgium  had  already  forged  important  trade 
links. 

In  order  to  fully  appreciate  the  ever-growing  role  of  foreign  trade  in  the 
Belgian  economy,  one  must  bear  in  mind  certain  essential  facts.  With  regard 
to  exports,  in  1968,  the  UEBL  exported  goods  valuing  $715  per  capita.  For 
comparison,  the  U.S.  exported  approximately  $200  per  capita.  In  that  year,  the 
value  of  UEBL's  exports  represented  38.0  percent  of  the  combined  Gross 
National  Product,  and  62.0%  of  these  exports  went  to  EEC  countries.  In  the 
course  of  the  same  year,  UEBL's  imports  valued  $9.3  billion  and  exports,  $8.3 
billion. 

The  great  advance  in  Belgian  foreign  trade  began  with  the  formation  of  the 
Common  Market.  In  fact,  before  the  signing  of  the  Treaty  of  Rome,  the  rate  of 
growth  in  Belgium's  foreign  trade  was  5.6  percent  per  year,  while  on  average, 
it  has  climbed  10.7  percent  per  year  during  the  period  1958-1968.  During  this 
time,  the  annual  average  increase  in  world  trade  was  only  8  percent  and  that 
of  other  industrial  nations  9.1  percent. 

By  this  means,  UEBL's  share  of  total  world  trade — although  it  hardly 
varied  in  the  period  1953-1958 — increased  from  3.2  to  3.7  percent,  and  in  trade 
with  industrial  nations,  rose  from  4.3  to  4.7  percent. 

The  concentration  of  trade  between  industrial  nations  is  indicated  by  the 
following  figures :  in  1958  the  four  partners  in  the  EEC  took  45  percent  of  Bel- 
gium's exports,  whereas  ten  years  later  the  figure  had  risen  to  62.0  percent. 
During  the  same  period,  the  share  of  imports  from  the  EEC  rose  from  47  per- 
cent to  56  percent. 

The  industrial  experience  of  Belgium  is  not  new.  With  several  coal  fields,  an 
advantageous  geographical  location,  and  a  solid  artisan  tradition,  the  nation 
had  considerable  advantages  in  spite  of  its  limited  size.  In  fact,  the  large-scale 
output  of  the  last  century,  based  on  iron  and  coal,  remained  important  for  a 
long  time.  Even  today,  the  manufacture  of  crude  or  half-finished  products  still 
plays  an  important  role  in  the  economy  of  Belgium. 

But  today,  new  techniques  and  new  products,  which  require  a  supply  of  new 
capital,  are  revolutionizing  production  methods.  In  the  process  of  moderniza- 
tion, several  unfavorable  elements  have  come  into  play. 

There  are  the  problems  associated  with  the  decline  of  the  coal  industry 
and  the  gradual  replacement  of  this  fuel  by  petroleum  and  natural  gas. 
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The  deterioration  in  commercial  relations  witli  the  former  Belgian 
colony  in  the  Congo  forced  industrialists  to  look  for  other  supplies  of  non- 
ferrous  metals. 

Belgian  industries  are  heavily  dependent  on  foreign  markets  for  the  sale 
of  many  products.  In  certain  fields  which  include  chemicals  and  metals, 
exports  exceed  55  percent  of  national  production.  Hence,  industries  were 
forced  to  ensure  outlets  for  their  products  either  by  establishing  branches 
abroad  for  the  consumption  of  their  goods  or  by  joint  ventures  in  foreign 
undertakings. 

A   lack    of   growth    in    population   since    the    Second    World    War    has 

resulted  in  labor  shortages. 

However,    the    situation    is    easing    and    the    domestic    labor    force    should 

increase  by  3  percent  by  1975.  This  figure  will  be  enhanced  by  the  numbers 

leaving  the  declining  industries  and  also,  by  an  increase  in  the  female  labor 

force. 

Today,  within  the  framework  of  the  EEC,  the  traditional  shackles  to  inter- 
national trade  are  being  discarded.  As  a  result,  manufacturers  have  shifted 
from  half-finished  products,  and  there  is  now  increasing  production  of  a 
number  of  high-quality  finished  products  in  both  old  and  new  enterprises.  A 
high  percentage  of  specialized  manpower  has  been  absorbed,  and  the  result  has 
l>eeu  to  place  a  greater  value  on  labor  and  costly  raw  materials.  Though  Bel- 
gium's economy  has  long  been  outward-looking,  an  increasing  orientation 
towards  Europe  is  now  taking  place. 

^4.2  The  national  port:  Antwerp 

Forty-five  miles  south  of  Rotterdam  is  Antwerp,  the  third  largest  port  in  the 
world  and,  in  Europe,  second  in  size  only  to  Rotterdam.  Its  long  and  difficult 
approach  (58  miles  up  the  Scheldt  estuary  which  is  mostly  in  Dutch  territory) 
and  its  distance  from  the  Rhine  put  it  at  a  decisive  disadvantage  vis-a-vis  Rot- 
terdam, Le  Havre,  and  Dunkirk  as  a  bulk  port  in  the  era  of  150,000  dwt  ves- 
sels, let  alone  the  new  generation  of  300,000-j-  dwt  carriers. 

One  of  its  greatest  difficulties  always  has  been  that  the  ownership  of  the  ter- 
rain on  either  side  of  the  Scheldt  estuary  is  Dutch.  This  means  that  regional 
planning,  involving  networks  of  roads,  railways,  and  canals,  is  a  difficult  job 
involving  complex  international  negotiations.  Nevertheless,  Antwerp  has  been 
acclaimed  throughout  the  maritime  world  for  its  speed  and  efficiency  in  dock 
work  and  short  turn-around  times. 

Because  it  is  an  inland  river  port,  Antwerp  does  not  plan  to  develop  deep 
water  facilities  (it  will  be  deepened  to  take  125,000  dwt  vs.  80,000  dwt  pres- 
ently), but  rather  to  concentrate  on  expanding  the  size  of  the  port,  improving 
its  general  cargo  handling  function  and  increasing  its  process-oriented  indus- 
try. 

Antwerp  constitutes  the  most  vital  industrial  center  in  Belgium.  It  is  esti- 
mated that  perhaps  as  much  as  half  of  the  nation's  economic  activity  takes 
place  in  the  greater  Antwerp  area.  The  Antwerp  port  represents  a  major  asset 
to  Belgium  and  is,  therefore,  of  national  interest.  Perhaps  half  of  all  economic 
activities  in  Belgium  are  linked  to  the  export  and  import  of  international 
trade.  It  is  also  estimated  that  approximately  70,000  out  of  210,000,  or  one- 
third  of  the  people  employed  in  the  Antwerp  area,  are  working  in  port-related 
activities ;  this  figure  does  not  include  the  indirect  or  tertiary  employment 
accounted  for  by  banks,  insurance  companies,  and  others  who  benefit  from  the 
port-related  activities. 

The  main  reason  for  seeking  expansion  of  the  port  lay  with  the  needs  or 
desires  to  promote  greater  industrialization  of  the  Antwerp  region  and  to  pro- 
vide port  facilities  that  will  take  advantage  of  somewhat  larger  ships. 

JfJi.S  The  petroleum  issue 

Since  Antwerp  will  not  be  able  to  accommodate  250,000-300,000  dwt  crude 
carriers,  an  agreement  ^  with  Rotterdam  has  been  finalized  to  transship  oil  via 
a  new  pipeline  from  Rotterdam  to  Antwerp's  oil  and  chemical  complex.  Landed 
cost  of  petroleum  in  Antwerp  will,  therefore,  be  higher  than  in  Rotterdam,  and 


=  Length  of  ajrreement  extends  only  for  10  years.  At  the  end  of  the  agreement  Belgium 
might  build  its  own  off-shore  oil  receiving  terminal  or  obtain  crude  oil  by  pipeline  from 
Dunkirk  or  Le  Havre. 
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if  continued  over  the  long  run,  it  could  place  Antwerp  at  a  competitive  disad- 
vantage in  its  industrialization  efforts. 

Petroleum  represents  approximately  40  percent  of  the  total  tonnage  handled 
at  the  port  of  Antvperp.  It  is  estimated  by  European  economists  ^  that  Western 
Europe  will  require  30  percent  more  power  in  1975  than  in  1969,  and  that 
petroleum's  share  of  the  European  energy  market  will  increase  from  46  per- 
cent to  56  percent.  Consequently,  crude  petroleum  will  continue  to  be  the 
major  growth  commodity  in  European  international  trade. 

After  the  1967  Suez  closures,  major  oil  corporations  were  forced  to  divert 
tankers  around  the  Cape  of  Good  Hope.  The  increased  transportation  costs 
have  been  compensated  for  by  ordering  new  tankers  of  an  expanded  capacity. 
The  difference  in  the  cost  of  transport  between  a  middle-sized  tanker  (70,000 
dwt)  and  a  large  tanker  (200,000  dwt)  is  illustrated  below.  Prior  to  the  Suez 
Canal  being  closed,  the  cost  of  transporting  one  ton  of  crude  from  the  Persian 
Gulf  to  Antwerp,  in  a  vessel  of  the  70,000  dwt  class,  amounted  to  about  $5.09 
and  $6.78  per  ton  when  the  same  vessel  had  to  proceed  via  the  Cape  of  Good 
Hope.  In  comparison,  a  200,000  dwt  vessel  could  carry  one  ton  of  crude  around 
the  Cape  for  $4.82,  which  means  a  cost  savings  of  $0.17  per  ton  over  the  Suex 
route  and  $1.96  over  the  Cape  route  (see  Table  4-12). 

TABLE  4-12.— COST  REDUCTION  POTENTIAL  TO  ANTWERP  OIL  COMPANIES 
(200,000  dwt  vessels! 


Transportation  cost  on  1  ton  of  crude 
petroleum 


Vessel  Size 


Suez  Route 


Cape  Route 


70,000  dwt $5.09 

200,000  dwt 

Cost  reduction .17 


$6.78 
4.82 


1.96 


CALCULATION 

OF  SAVINGS 

Antwerp  crude 

petroleum 

imports— million 

metric  tons 

Amount  of 

saving 

Year 

handling  fee 
$0.075/ton 

Suez  route 
at  J1.16/ton 

Cape  Route 
at  $1.82/ton 

1965 

1969..... 

18.5 

24.5 

$1, 387, 500 
1, 836, 500 

3, 150, 000 
4. 160, 000 

36, 250,  000 
48, 000, 000 

Source:  Arthur  D.  Little,  Inc. 


Supertankers  not  only  pose  problems  in  the  shallow  waters  in  this  section  of 
the  North  Sea  but  absolute  restrictions  are  met  at  the  beginning  of  the  Scheldt 
estuary.  Antwerp,  being  so  far  inland,  could  not  berth  the  new  tankers ;  Ant- 
werp's petroleum  companies  had  to  make  requests  to  the  Belgian  government 
for  pipelines  to  their  port  refineries.  The  government's  initial  response  was  to 
search  for  a  port  on  the  Belgium  coast  where  large  tankers  could  berth. 

4.4-4  -4.  deep  water  alternative:  Zeebrugge 

Antwerp's  major  national  competitor,  accounting  for  7%  of  Belgium's  traffic 
vs.  Antwerp's  90%,  is  Zeebrugge.  Antwerp's  and  Zeebrugge's  interport  difficul- 
ties and  differences  increased  with  the  coming  of  the  supertankers. 

To  accommodate  the  supertankers,  suggestions  were  put  forward,  and  one 
that  gained  most  favor  was  a  proposal  to  establish  an  artificial  island  either 
at,  or  off,  Zeebrugge.  The  Public  Works  Minister  threatened  his  resignation  if 
this  were  passed  by  the  legislature.  The  matter  was  considered  in  what  is 
known  as  the  'Verschave  Report,'  published  in  1970,  but  there  were  many  prac- 
tical difficulties  outlined  in  this  plan,  and  the  report  therefore  emphasized  the 


«  Westinform  Consulting  Bureau,  The  Netherlands. 


22-635  O— 73- 


-17 


252 

high  cost  of  such  a  project.  Zeebrugge  has  adopted  the  general  recommenda- 
tions in  the  report  but  dropped  the  idea  of  the  artificial  island  while  Antwerp, 
defending  its  growing  petroleum  and  petrochemical  industry,  favored  the  use 
of  Rotterdam — its  greatest  rival.  A  pipeline  has  been  started  between  Antwerp 
and  Rotterdam  (paid  for  by  the  oil  companies).  Needless  to  say,  this  brought 
great  disappointment  to  the  authorities  of  Zeebrugge. 

The  government  in  1969  approved  funds  for  building  a  new  maritime  lock  to 
take  vessels  only  up  to  125,000  dwt  at  Zeebrugge.  Belgium's  Minister  of  Public 
Works,  Mr.  De  Saeger,  has  stated  publicly  that  125,000  dwt  is  the  largest  ship 
that  Zeebrugge  will  ever  take ;  however,  there  is  still  enthusiastic  lobbying  in 
Parliament  by  Members  in  the  Zeebrugge  region  for  a  lock  which  can  take 
even  bigger  ships. 

The  Verschave  Report  recommended  that  200,000  dwt  supertankers  should  be 
able  to  use  Zeebrugge ;  it  is  now  clear  that  they  will  not  use  the  canal  lock 
but  instead  will  berth  in  Zeebrugge's  outer  harbor,  under  the  protection  of  a 
break  water,  and  the  oil  will  be  carried  by  pipeline  to  the  refineries  in  the 
hinterland. 

4.^.5  Resolution  of  national  port  priorities 

New  industrial  areas  and  new  highways  are  among  other  plans  of  the  Zee- 
brugge authorities.  Some  3,250  acres  are  available  for  factories  and  plants, 
each  with  its  own  dock. 

Zeebrugge's  attitude  towards  future  development  has  been  described  as 
youthful  and  optimistic,  despite  the  failure  of  their  plans  to  build  a  giant  arti- 
ficial port  to  attract  the  supertankers. 

Antwerp,  not  unnaturally,  was  envious  of  Zeebrugge  because  the  smaller 
port  seemed  to  be  receiving  urgent  attention  from  the  Government  in  its  plan- 
ning and  was  quite  concerned  with  the  possible  loss  of  traflSc  to  the  rising  Zee- 
brugge. Antwerp  believed  that  her  long-term  economic  position  could  poten- 
tially be  eroded  by  Zeebrugge. 

A  new  national  port  policy  could  be  the  outcome  of  two  conflicting  aims : 
(1)  the  construction  of  a  new  multi-purpose  port  on  the  coast,  at  Zeebrugge; 
or  (2)  the  improvement  of  access  to  the  existing  multi-purpose  port  of  Ant- 
werp. In  both  cases,  three  well-defined  types  of  ships  were  taken  into  consider- 
ation— namely,  very  large  tankers,  ore  carriers  of  100,000  to  125,000  dwt,  and 
new  types  of  liners,  such  as  the  large  container  ship  and  the  LASH  ship. 

Regarding  large  tankers,  Antwerp  solved  this  threat  for  the  short  term  by 
constructing  a  pipeline  between  Rotterdam  and  Antwerp  as  already  mentioned.'^ 
Only  if  there  should  be  a  change-over  to  ships  of  such  a  size  that  they  could 
not  even  enter  Rotterdam,  would  the  problem  be  posed  once  more.  It  is,  how- 
ever, obvious  that  an  oil  port  for  500,000-tonners  makes  little  sense  for  Bel- 
gium in  view  of  the  limited  size  of  the  national  market.  Such  investment 
would  be  80  to  90%  dependent  upon  hinterland  sources  of  trade,  and  that  is 
too  great  a  gamble.  If  such  a  port  were  required,  it  would  probably  be  best  to 
think  in  terms  of  a  European  port  which,  for  physical  reasons,  would  probably 
not  be  planned  in  Belgian  waters,  but  in  France. 

It  seems  highly  unlikely,  too,  that  the  Belgian  steel  industry  is  going  to  call 
for  larger  ore  carriers.  It  cannot  take  into  consideration  lower  freight  charges 
alone,  since  there  are  more  impotant  limiting  factors,  such  as  stockpiling 
facilities,  the  increased  costs  of  temporary  storage  and  land-transport  costs 
and  facilities. 

In  the  light  of  these  facts,  Antwerp  concentrated  on  evaluating  the  respec- 
tive advantages  and  disadvantages  of  the  two  possible  solutions.  It  was 
pointed  out  by  Antwerp,  that  as  far  as  dry  bulk  carriers  and  container  ships 
were  concerned,  Zeebrugge,  after  the  necessary  technical  alterations,  could  pro- 
vide a  solution.  But  the  same  was  true  of  Antwerp;  the  Antwerp  solution  was 
considerably  cheaper,  could  be  more  quickly  completed  and,  in  addition,  there 
was  already  a  superstructure  of  ore  and  container  terminals,  as  well  as 
trained  personnel,  which  was  not  the  case  in  Zeebrugge.  Moreover,  Antwerp  is 
much  closer  than  Zeebrugge  to  the  economic  centers  of  the  hinterland,  and  is 
connected  to  them  by  railway,  highway  and  canal,  while  in  the  case  of  Zee- 


■^  The    port   handling   fees    on    petroleum    will    be   lost,    but    the    important    industrial 
complex  will  be  safeguarded. 
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brugge,  the  railway  is  prartically  the  only  means  of  transport  which  can  fulfill 
this  role.  In  the  end,  the  Government  decided  to  confirm  formally  once  again 
that  port  priorities  would  be  in  Antwerp's  favor. 

United  Kingdom 

D.2     PORT    MANAGEMENT    AND    FUNDING 

D.2.1  Port  management 

British  ports  may  be  managed  by  any  of  the  following  groups :  a  local  public 
utility  body  (trusts),  a  state  agency  (the  result  of  post-war  nationalization  of 
railways),  a  municipal  agency,  or  a  private  company.  Private-company  ports, 
with  a  few  exceptions  such  as  Port  Talbot,  generally  are  small.  The  plan  to 
reorganize  the  11  main  ports,  representing  90%  of  Britain's  traflSc,  under  the 
ownership  of  a  National  Port  Authority  (outlined  in  a  January  1969  Govern- 
ment White  Paper)  has  been  shelved  by  the  present  Tory  government.  As  a 
result  of  the  1962  Rochdale  Committee  report,  however,  the  1964  Harbours  Act 
created  an  advisory  National  Ports  Council  to  formulate  and  keep  under 
review  a  national  plan  for  the  development  of  harbors  in  Great  Britain  (exclu- 
sive of  Northern  Ireland  and  the  Channel  Islands),  as  well  as  to  provide 
research,  training,  statistics,  finance  and  organization  assistance. 

D.2.2  Sources  of  finance 

As  is  mostly  the  case  worldwide,  port  revenues  are  not  a  major  source  of 
finance  for  large-scale  improvements.  Government  loans  and  grants,  and  open 
market  borrowing  (at  close  to  government  borrowing  rate)  are  the  main 
sources.  In  1966,  a  system  of  government  grants  (Port  Modernization  Grants) 
was  provided  for  20%  of  the  cost  of  any  new  harbor  works  and  cargo  han- 
dling plant  and  equipment  that  benefit  Britain's  national  foreign  trade.  This 
amount  is  much  less  than  has  been  the  case  in  most  other  maritime  countries 
where  infrastructure  and  channel  maintenance  grants  are  typically  greater 
than  50%.  However,  recent  decisions  (Japan,  LeHavre)  indicate  that  in  other 
countries,  subsidies  for  deep  bulk  terminals  may  be  reduced  to  15-20%  on  the 
ground  that  these  terminals  usually  directly  benefit  only  a  few  private 
companies. 

D.3.3  Industrialization 

Ports  have  played  a  major  role  in  U.K.  industrialization.  Although  there  has 
been  a  lack  of  national  coordination  in  port  development,  tlieir  importance  has 
been  recognized  in  the  recent  Maritime  Industrial  Development  Areas  (MIDA) 
concept,  (See  Section  D.7.)  However,  MIDA  has  not  yet  resulted  in  any  major 
undertakings. 

D.3.4  Port  planning  methods 

Each  main  port  in  Britain  has  come  into  being  through  an  act  of  Parlia- 
ment, primarily  because  the  coastline  below  high  water  is  owned  or  controlled 
by  the  "Crown  Estate  Commissioners."  In  each  port,  major  developments 
(those  costing  over  $1.2  million)  require  a  further  act  of  Parliament  to  enable 
the  development  to  proceed.  Thus,  each  major  port  in  the  U.K.  has  several 
Parliamentary  acts  associated  with  its  past  and  present  development. 

The  planning  procedures  for  a  particular  development  are  quite  complex  and 
will  vary  with  the  nature  of  the  development.  Let  us  look  at  two  alternative 
possibilities : 

Development  witMn  a  port  "boundary 

Each  port  authority  owns  a  certain  quantity  of  land  that  is  associated  with 
its  port  and  possibly  within  a  large  area  under  port  control,  but  directly  out- 
side existing  dock  facilities.  The  Clyde  Port  Authorities,  for  example,  control 
the  shoreline  development  of  scores  of  miles  of  the  Clyde  Estuary.  If  a  devel- 
opment is  to  take  place  entirely  on  land  or  water  owned  within  the  dock  iie- 
rimeter,  the  local  planning  authority  (town  or  county  authority)  has  no  direct 
control  over  that  development.  If  the  development  is  large  enough  to  require 
an  act  of  Parliament,  objectors  can  petition  against  the  bill  and  a  public 
inquiry  will  be  held.  Such  objections  might  come  from  local  authorities  or  resi- 
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dents,  on  amenity  or  environmental  grounds.  The  conditions  of  other  authori- 
ties such  as : 

Crown  Estate  Commissioners 

Board  of  Trade 

The  relevant  estuary  authority 

The  relevant  river  authority 

The  Water  Resources  Board, 
must  all  be  satisfied  with  regard  to  standards  of  effluent,  air  polUution,  naviga- 
tional hazards,  etc. 

An  example  of  the  outcome  of  such  an  inquiry  was  the  direction  from  the 
Government  inspector  to  the  British  Steel  Corporation  to  prevent  iron  ore  dust 
being  blown  from  a  new  unloading  facility  at  Bristol  Deeps,  across  the  Bristol 
Channel  to  the  resort  town  of  Weston-Super-Mare.  New  types  of  hoppers  and 
handling  equipment  had  to  be  designed. 

Development  of  a  port  facility  which  overlaps  with  other  authorities 

Proposed  development  of  a  new  docks  facility  outside  of  an  existing  port 
boundary  will  necessitate  permission  from  the  local  city  and  county  authorities 
and  Parliament  and  the  Minister  (for  the  Department  of  the  Environment). 
This  is  a  more  complex  process  than  the  former  example. 

Briefly,  the  procedures  would  be  as  follows : 

a.  A  general  outline  of  the  proposed  development  is  submitted  to  the  local 
county  council  planning  authority,  which  has  powers  under  the  Town  and 
Country  Planning  Act  of  1947  to  authorize  the  development.  If  it  is  a  small 
scheme  the  local  authority  may  handle  the  whole  matter.  If  it  is  a  large 
scheme — e.g.,  a  greenfield  site  development  for  a  berthing  facility,  a  steel 
works,  or  a  petrochemical  complex  to  be  associated  with  the  berth — regional 
development  department  probably  will  be  involved ;  also  the  Minister,  as  well 
as  the  port  authority.  Such  a  scheme,  if  over  $1.2  million,  will  also  require  the 
blessing  of  the  NPC.  There  will  be  mutual  agreement  between  the  authorities 
and  the  Minister  that  a  public  enquiry  should  be  held  to  consider  the  general- 
ized scheme.  Recent  examples  of  such  enquiries  are : 

The  Roskill  Commission  on  the  siting  of  London's  third  airport. 
The  Hunterston  development,  and 

New  power  station  sites,  which,  whether  coastal  or  not,  almost  invaria- 
bly result  in  a  major  enquiry. 
If  local  authorities  try  to  reject  such  an  enquiry    (e.g.,  because  it  takes  a 
long  time),  the  Minister  has  powers  to  order  such  a  procedure.  His  representa- 
tive at  the  enquiry  is  a  Government  inspector. 

b.  A  Court  of  Enquiry  will  be  held,  with  the  developers  presenting  their  ease 
to  the  authorities.  Both  sides  produce  expert  witnesses  on  economic,  industrial, 
technical  and  environmental  factors. 

At  this  stage,  the  inspector  may  drop  the  whole  development  (if  objectors, 
for  example,  can  show  that  a  better  alternative  site  exists),  the  scheme  may 
be  modified,  or  permission  to  go  to  the  next  planning  stage  may  be  granted. 
Let  us  assume  the  last. 

c.  The  scheme  is  now  drawn  up  in  more  detail  and  planning  permission  may 
well  be  sought  from  the  Minister  to  accept  the  scheme  in  principle.  For  exam- 
ple, by  presenting  the  Port  Authorities  Bill  in  Parliament.  If  he  gives  this 
acceptance,  conditions  from  all  the  local  interests  must  now  be  met  by  the 
developers. 

d.  A  further  public  enquiry  to  consider  all  the  details  must  now  be  held.  At 
this  enquiry  all  the  authorities,  with  overlapping  interests,  will  ensure  that 
their  various  conditions  are  met.  Members  of  the  public — e.g.,  those  whose  prop- 
erty may  be  affected — can  also  have  their  say. 

e.  When  all  the  details  are  worked  out,  the  Minister  will  finally  approve  or 
disapprove  the  plans.  He  has  the  powers  to  reverse  the  Court's  decision,  "in 
the  national  interest,"  if  he  so  desires.  The  final  decision  is  thus  basically  a 
political  one. 

There  are  many  variations  on  these  basic  planning  procedural  steps.  But,  the 
public  generally  have  two  enquiries  at  which  to  be  heard — the  general  one  and 
the  detailed  one — and  the  Minister  makes  the  final  decision. 

Professor  Weddle  (see  Section  D.4.1)  describes  the  British  procedures  as  flexi- 
ble, overlapping  and  highly  effective  compared  to  other  countries.  He  believes 
the  U.K.  has  probably  the  best  controls  on  land  development  and  utilization  of 
any  country   (not  necessarily  the  strictest).  He  believes  that  being  flexible  is 
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the  key  to  success,  because  it  allows  all  interested  authorities  to  work  out  the 
best  solution  for  any  particular  scheme  and  to  amend  legislation  on  planning 
control  in  a  continuous,  dynamic  way.  Planning  for  the  environmental  factors 
in  a  formal  way  is  relatively  new,  but  is  rapidly  becoming  an  accepted  and  nec- 
essary part  of  port  and  industrial  planning.  (See  Section  D.4.) 

Planning  for  works  above  high  water  mark 

Most  planning  permission  above  high  water  and  outside  the  port  authority 
boundary  is  now  granted  or  amended  by  county  council  planning  authorities 
who  have  such  powers  under  the  Town  and  Country  Planning  Acts  of  1947. 
This  process  involves  the  correct  advertisement  of  the  scheme,  the  making  of 
objections,  and,  perhaps  a  public  enquiry.  By  tradition,  adjacent  planning 
authorities  have  no  voice  at  these  enquiries.  If  a  port  development  requires 
planning  permission  by  the  county  authority  for  access  roads,  pipelines  and 
services,  these  elements  will  be  subject  to  the  usual  procedure  once  they  cross 
the  port  perimeter.  This  is,  of  course,  ususally  the  case. 

Planning  for  works  below  high  water 

The  Coastal  Protection  Act  of  1937,  Section  34,  is  concerned  with  any  works 
round  the  coast  of  the  British  Isles  which  could  obstruct  the  rights  to  naviga- 
tion. A  department  of  the  Board  of  Trade  (B.O.T.)  is  responsible  for  adminis- 
tering the  Act.  The  department  acts  as  the  planning  authority  and  even 
though,  for  example,  a  port  scheme  Bill  has  passed  through  Parliament  suc- 
cessfully, work  cannot  commence  below  High  Water  Mark  without  B.O.T. 
approval. 

Land  reclamation,  below  high  water  mark  needs  B.O.T.  approval  and  control, 
until  the  retaining  wall  is  built.  Dredging  operations,  and  also  the  disposal 
plans  of  the  liftings,  need  B.O.T.  approval.  The  construction  of  cables  and/or 
bridges  over  channels  and  estuaries  needs  approval.  The  construction  of  under- 
water outflows  or  intakes  for  power  stations,  industry  ports,  etc.,  needs  B.O.T. 
approval.  The  B.O.T.  will  take  advice,  where  necessary,  from  the  Crown  Estate 
Commissioners  on  any  ownership  problems.  Its  jurisdiction  now  extends  to  the 
U.K.-controlled  part  of  the  Continental  Shelf  in  the  North  Sea  where  oil  and 
gas  exploration  is  undertaken.  The  U.K.  Chamber  of  Shipping  will  inform  U.K. 
shipping  interests  of  any  schemes  to  obtain  objections,  if  any.  All  schemes 
must  be  advertised  in  Lloyds  List  and  the  local  newspapers. 

Effluent,  pollution  or  environmental  problems  associated  with  any  such  proj- 
ects come  under  the  control  of  the  appropriate  Estuary  authority,  Ministry  of 
Agriculture,  Fisheries  and  Food  (M.A.F.F. )  and  the  particular  port  authorities 
themselves.  They  will  lay  down  the  limits  on  various  kinds  of  effluent  dis- 
charge. 

Control  of  discharges  or  effluent  into  the  sea  (as  opposed  to  rivers  or  estu- 
aries) is  more  by  voluntary  cooperation  with  industry,  etc.  than  by  statute, 
although  the  MAFF  does  monitor  water  for  radioactivity  on  a  regular  basis. 
There  is,  at  present,  discussion  about  whether  discharge  into  the  sea  should  be 
controlled  by  statute.  The  whole  state  of  environmental  pollution  and  control 
in  the  U.K.  is  detailed  in  the  Royal  Commission  report,  published  in  February 
1971. 

D.4   ENVIRONMENTAL  PLANNING  AND  PROBLEMS 

D4-i  Planning  methodology 

Professor  Weddle,  an  architect,  and  head  of  the  department  of  landscape 
architecture  at  the  University  of  SheflSeld  and  a  recognized  authority  on  envi- 
ronment and  land  use,  has  used  systematic  (rather  than  truly  analytical) 
approaches  to  environmental  planning  (EP).  He  has  attempted  to  list  all  the 
main  factors  relating  to  the  environment  of  a  project,  e.g. : 

Scenic  effect  of  project. 

Effect  on  the  surrounding  land. 

Noise  effects. 

Air  pollution. 

Employment  changes. 

Effluent  generation. 

Climate. 
Then  attempts  are  made  to  rank  these  factors  for  the  project  alternatives 
that  exist,  e.g.,  differing  locations,  and  differing  chimney  heights.  The  alterna- 
tive which  gives  the  lowest  social  disruption  is  deemed  to  be  the  best.  This 
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alternative  he  calls  "Least  Social  Cost  Analysis."  This  approach  is  well  docu- 
mented in  the  Metra/Weddle  Report  for  the  Hunterston  scheme.  Such  an 
approach  is  perhaps  the  most  simple  one. 

Another  approach  is  the  cost/benefit  method  (as  illustrated  by  the  Roskill 
Commission).  The  methodology  of  this  approach  is  given  in  the  NPC  report  on 
the  MIDA  concept  by  Peston  and  Rees.  The  problems  of  the  method  relate  to 
the  difficulties  of  attaching  realistic  and  meaningful  costs  to  all  factors.  Pro- 
fessor Weddle  believes  there  is  much  merit  in  attaching  monetary  values 
whenever  reasonable,  but  that  frequently  this  is  impossible.  Consequently,  a 
mixed  approach  between  'Least  Social  Cost'  and  'Cost/Benefit'  is  perhaps  the 
most  realistic. 

A  further  step  called  "continuum  listing,"  is  to  develop  'linked'  lists  of  all 
the  environmental  factors.  This  means  that  the  linkages  show  logical  depend- 
encies between  the  factors. 

The  next  step,  now  under  development,  is  to  be  able  to  mathematically 
express  these  linkages  and  factors  in  two  and  even  three  dimensions,  i.e.,  to 
develop  analytical  modelling  techniques  to  be  able  to  evaluate  the  wide  range 
of  alternatives  associated  with  any  project. 

In  the  U.K.,  Sheffield  and  London  Universities  provide  formal  courses  on 
these  topics.  Such  courses  are  increasing  the  awareness  of  the  relationships 
between  human  and  habitat  factors. 

D.i-2  Examples  of  environmental  planning 

(a)  Professor  Weddle  has  written  part  of  the  Metra/Weddle  report  on  Hun- 
terston. This  report  provides  a  good  case  example  of  the  method  used  and  the 
part  played  by  environmentalists  in  decision  making,  and  is  discussed  in  sec- 
tion D.5. 

(b)  Some  county  planning  authorities  now  have  an  environmental  planning 
department.  Indeed,  consideralde  efforts  in  environmental  planning  have  gone 
into  the  Medway  MIDA  Scheme  in  Kent ;  for  example,  landscape  and  agricul- 
tural experts  were  employed  to  help  identify  the  areas  of  the  countryside 
which  should  be  preserved  or  developments  which  should  be  controlled  to  a 
very  high  amenity  standard.  Areas  of  the  land  and  coast  are  to  be  set  aside 
for  leisure  pursuits  only.  (See  section  D.6.) 

(c)  Over  the  past  10  years,  the  Thames  estuary  pollution  has  been  reversed. 
(See  section  D.7). 

(d)  Development  plans  for  Dover  (a  very  busy  cross-Channel  port)  are  cost- 
ing much  extra  money  to  by-pass  the  historic  town  with  a  complex  road 
system.  The  benefit  to  tourism  is  seen  as  one  method  of  justifying  the  cost  of 
preserving  the  town. 

(e)  Southampton  docks  and  Hampshore  County  Council  planners  have  been 
concerned  with  the  Fawley  refinery  developments.  Southampton  is  essentially 
zoned  on  each  side  of  the  water ;  the  east  side  is  residential  and  recreational, 
while  the  west  side  is  industrial.  It  contains  the  Fawley  refinery,  stilll  expand- 
ing onto  500  acres  of  reclaimed  land,  and  two  large  power  stations.  Elaborate 
precautions  have  been  taken  to  design  smokestacks  that  will  eiminate  local 
fallout  from  the  smoke.  Noise  and  vibration  levels  are  also  being  monitored 
and  equipment  is  to  be  designed  to  within  a  noise  standard.  Esso  must  pay 
$2.4  million  extra  to  landscape  refinery  extensions  before  planning  permission 
will  be  granted,  and  the  proposed  Chevron/Caltex  refinery  has  been  turned 
down,  mainly  because : 

Congestion  on  Southampton  water  would  result ; 
Too  high  a  concentration  of  air  pollution  would  result ; 
Not  enough  industrially  zoned  land  available ; 
Local  road  congestion  could  occur. 

(f)  London's  third  airport,  after  two  extensive  public  enquiries  and  a  Royal 
Commission  under  Roskill,  which  suggested  an  inland  site  near  London,  is  now 
likely  to  be  placed  in  a  near  deserted  area  of  the  coast,  by  decision  of  the 
Minister.  Such  a  change  is  likely  to  cost  an  extra  $300  million,  but  such  is  the 
cost  of  preserving  amenity  and  the  inhabited  environment ! 

(g)  Almost  every  power  station  is  now  designed  (external  appearance  and 
siting)  by  eminent  landscape  architects.  The  Central  Electricity  Generating 
Board  (CEBG)  has  had  an  environmentall  planning  unit  since  1960.  The  CEGB 
is  deeply  involved,  from  the  preliminary  design  studies  onwards,  with  all  new 
power  stations  and  transmission  lines.  Tlie  previous  head  of  this  organization 
has  just  joined  the  B.S.C.  to  start  up  a  similar  unit  for  steel  mill  design. 
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(h)  The  brick,  sand  and  gravel  industries  have  studied  land  economy  and 
amenity  rather  well.  They  leased  the  excavated  holes  in  the  ground  to  the 
CEGB  who  filled  the  holes  with  ash  and  now  some  of  the  areas  are  being 
turned  into  golf  courses  and  recreational  areas :  three  incomes  from  one  area 
of  land. 

(i)  Finally,  the  Ministry  of  Transport  uses  an  advisory  committee  to  study 
the  routing  and  plan  the  landscaping  of  alU  major  new  roads.  Again,  such  a 
committee  is  an  integral  part  of  the  design  and  planning  process. 

It  is  evident  that  more  and  more  developers  and  planners  are  seriously  con- 
sidering amenity  planning  as  part  of  the  design  process  and  are,  in  fact  saving 
time  in  the  overall  planning  process  by  correctly  planning  for  environmental 
factors  at  an  early  stage.  This  is  saving  much  replanning  as  a  result  of  public 
enquiries  and  pressures  from  the  local  communities. 

Canada 

E.2     CANADIAN    PORT    STRUCTURE 

Port  administration  and  policy  in  Canada  depend  on  whether  a  harbor  is 
privately  owned  or  considered  a  public  or  government  wharf. 

Matters  relating  to  a  port  when  privately  owned  are  the  responsibility  of  the 
owner,  who  generally  nominates  a  port  manager,  to  be  responsible  for  day-to- 
day operations.  In  Eastern  Canada,  the  major  private  ports  are : 

Port  Alfred — owned  by  Alcan. 

Port  Cartier — owned  by  Quebec  Cartier  Mining. 

Sept-Iles — owned  by  Iron  Ore  Co.  of  Canada. 
The  privately  owned  wharves  primarily  handle  the  traflSc  of  one  major  in- 
dustry.  They  have  been  built  by  private  capital,  and  government  control  is 
limited  to  navigation. 

Since  the  Canadian  Confederation  in  1867,  315  harbors  have  been  proclaimed 
public  and  come  under  the  Canadian  Shipping  Act  and  the  Public  Harbor 
Regulation. 

Actually,    the    responsibility    for    port    administration    is    assumed    by    the 
Department  of  Transport,  who  appoints  the  Harbor  Master,  through  the  var- 
ious Harbor  Commissions,  or  the  National  Harbor  Board  and   St.   Lawrence 
Seaway  Authority. 
The  governing  legislation  is  : 

The  Canadian  Shipping  Act,  Part  X. 

The  Government  Harbors  &  Piers  Acts. 

The  Harbor  Commission  Act  1964. 

The  Individual  Harbors'  Commissioners  Act. 

The  National  Harbor  Board  Act  1936. 

The  St.  Lawrence  Seaway  Authority  Act. 

The  Navigable  Wateer  Protection  Act. 
The  Department  of  Transport  is  directly  responsible  for  ten  harbor  Commis- 
sions, over  300  public  harbors  and  several  thousand  Government  wharf.  Eleven 
ports  and  two  grain  elevators  are  administered  by  the  National  Harbor  Board 
since  the  1936  disbandment  of  Harbor  Commissions  at  Montreal,  Quebec; 
Three-Rivers,  Halifax ;  Chicoutimi,  St.  John ;  and  Vancouver,  British  Colombia. 
The  N.H.B.  is  composed  of  full-time  members  appointed  by  the  Governor  in 
Council  for  a  ten  year  period  and  has  power  to  employ  and  remunerate  staff, 
to  expropriate,  to  collect  tolls,  etc.  The  St.  Lawrence  Seaway  Authority  is  also 
responsible  for  certain  public  wharves. 

The  Canadian  port  administration  and  policy  regarding  the  management  of 
public  and  government  wharves  is  currently  subject  to  criticism  and  revision. 
The  existence  of  a  centralized  administration  composed  of  four  different  fed- 
eral bodies ;  Department  of  Transport,  National  Harbor  Board,  St.  Lawrence 
Seaway  Authority,  and  Department  of  Public  Works,  complicates  management. 
It  has  been  recommended  (by  the  Glas.sco  Commission  Report)  to  the  Federal 
Government  to  decentralize  to  eliminate  duplication  of  work  and  give  more 
authority  to  each  port  in  matters  relating  to  its  own  administration  and 
policy.  This  will  create  semi-autonomous  Port  Authorities  which  will  be 
responsible  to  the  government  but  functioning  with  specific  duties  and  powers 
that  allow  the  local  administrators  a  considerable  degree  of  freedom.  Specific 
recommendations  include : 

A  single  Government  Agency  reporting  to  the  Department  of  Transport 
should  be  responsible  for  Federal  action  in  Harbor  administration.  An  out- 
line of  the  organization  of  this  administration  follows  : 


258 


en 
W 
O 

> 

w 

CO 

z 


>- 

< 

IS 

a 

C/2 

s 

fcf 

h-i 

U 

c£; 

'^. 

C) 

w 

X 

g 

3 

-LA 

< 

'■ 

1       H 

i 

s: 

W 

C) 

CO 

w 

KH 

PS 

H 

H 

C 

H 

c ; 

n 

l-l 

^. 

Pi 

O 

S 

CJ 

« 

^ 

o 

P2 

<; 

t: 

M 

t-H 

z 

en 

^, 

?; 

H 

^ 

< 

oi 

<i 

O 

J 

pL, 

Ph 

Ph 

CO 

C=5 

Z 

o 

o 

« 

M 

PS 

H 

5 

g 

H 

tj 

CO 

z; 

M 

CO 

>r. 

H 

Q 

< 

o 

Pi 


z 

o 


CO 
CO 


o 


►4 

t— ( 

U 

z 

z 

o 

s 

M 

o 

H 

u 

U 

z 

CO 

3 

H 

lij 

ck; 

o 

>- 

a. 

PS 

o 

►J 

CO 

< 

»— ( 

z 

> 

o   . 

« 

I-H 

< 

H 

< 

z 

CO 

K 
O 
a 
PS 


CQ 
P- 

O 

CO 

~3- 


E-5 


259 

A  Local  Harbor  Commission  under  this  single  agency  should  be  used 
wherever  possible,  and  harbors  meeting  the  required  criteria  should  be 
administered  locally.  The  main  quality  of  the  agency  should  be  flexibility 
in  matters  of  operation  of  various  ports.  Direct  nomination  should  be 
made  vphen  a  local  Harbor  Commission  is  not  possible. 

The  capital  expenditures,  public  borrowing,  and  user  charges  should  be 
subject  to  agency  approval,  but  the  local  commission  should  be  autonomous 
in  day-to-day  operation. 

Responsibility  for  design  and  construction  of  marine  work  and  dredging 
should  be  consolidated  rather  than  divided  among  several  agencies. 

Cargo  handling  equipment,  when  possible,  should  be  the  responsibility  of 
private  industries. 

The  new  agency  should  be  responsible  for  overall  harbor  planning  and 
advice  on  harbor  policy. 

Australia 

F.2.3  Port  management 
a.  Administration 

In  Australia,  port  administration  is  the  responsibility  of  the  six  states,  with 
the  exception  of  the  Northern  Territory  where  ports  are  administered  by  the 
Federal  Government.  The  administrative  arrangements  vary  from  state  to 
state.  Some  ports,  like  Melbourne,  are  controlled  by  Harbor  Trusts ;  govern- 
ment instrumentalities  with  a  high  degree  of  autonomy.  Other  ports  are 
administered  jointlly  by  one  authority — as  in  the  case  of  Sydney,  Newcastle, 
and  Port  Kembla  under  the  Maritime  Services  Board  of  the  State  of  New 
South  Wales.  In  other  states,  both  systems  operate  side  by  side,  and  the 
Harbor  Board  is  elected  by  interested  communities  (such  as  at  Gladstone).  A 
few  ports  are  under  private  control.  Yampi  Sound  is  an  iron-ore  port  con- 
trolled by  the  Broken  Hill  Co.  Pty.,  Ltd.,  to  supply  its  steel  mills  at  Newcastle 
and  Port  Kembla. 

There  is  no  overall  coordinating  authority  for  the  ports,  but  liaison  is  main- 
tained through  the  Australian  Port  Authorities  Association.  Although  it  is  a 
purely  consultative  body  which  can  only  make  recommendations,  the  Associa- 
tion has  achieved  uniformity  of  practice  in  many  aspects  of  port  operations. 

6.  Financing 

Government  subsidy  plays  a  role  in  port  development,  but  generally  only  for 
infrastructure.  Dredging  (estimated  at  $1.30  per  cubic  yard  removed  beyond 
the  35-foot  depth  in  Port  Stevens  channel)  is  proceeding  at  Port  Kembla, 
funded  within  a  $17.5  million  grant  of  the  New  South  Wales  Government,  as 
part  of  a  $200  million  expansion  program  of  Australian  Iron  and  Steel  Prop- 
erty, Ltd.,  and  some  roll-on/roll-off  berth  improvement.  New  South  Wales  says 
it  will  spend  $200  million  on  developing  its  ports  in  the  next  ten  years ;  mostly 
at  Port  Kembla,  Botany  Bay,  Newcastle,  and  Port  Stevens.  Queensland  has 
spent  $130  million  in  the  past  ten  years.  Dredging  is  expected  soon  in  Glad- 
stone and  Brisliane  which  handles  25%  of  this  state  traflic. 

British  shipping  companies  have  invested  about  $20,000,000  in  container  ter- 
minal facilities  at  the  ports  of  Fremantle,  Sydney,  and  Melbourne.  Another 
$3,200,000  in  private  capital  has  been  spent  on  container  facilities  in  Brisbane. 
Port  authorities,  meanwhile,  have  begun  large-scale  complementary  projects  on 
dredging,  docks,  cranes,  sheds,  and  depots.  They  are  committed  to  spending  at 
least  $21,500,000  under  contracts  existing  in  1969  and  further  heavy  investment 
was  then  planned. 

Japan 

G.3    PORT    MANAGEMENT    AND    FINANCING 

G.3.1  Administration 

The  1950  Port  and  Harbor  Law  marked  an  important  milestone  in  port  ad- 
ministration, by  replacing  centralized,  national  ownership  of  ports  with  port 
authorities — set  up  separately  by  local  public  entities — to  develop  or  manage 
the  ports  in  the  capacity  of  "Port  Management  Bodies." 

According  to  the  law,  there  are  three  forms  of  port  facilities  construction : 
1)  direct  government  works  undertaken  by  the  central  government  through  the 
Ministry  of  Transport  (MOT),  with  the  cost  shared  between  the  state  and  the 
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Port  Management  Body  ;  2 )  subsidized  works  undertaken  by  the  Port  Manage- 
ment Body,  with  (mly  part  of  the  cost  supported  by  the  state;  and  3)  inde- 
pendent works  undertaken  by  the  Port  Management  Body  on  its  own  budget. 
Completed  port  facilities  are  placed  under  control  of  the  Port  Management 
Body  (PMB). 

The  law  stipulates  that  port  facilities  under  control  of  the  Port  Management 
Bodies  shall  be  offered  for  public  use  and  operated  to  be  available  to  any 
person  under  the  same  conditions.  The  Management  Body  may  be  provincial  in 
scoi)e  (Niigata),  or  more  often  municipal  (Tokyo,  Osaka).  State  duties  are 
shared  by  various  Ministries;  e.g.,  Ministry  of  Transport  (supervision  of  PMB 
for  development,  financing,  cargo  handling,  safety  of  navigation,  signals,  and 
lights).  Ministry  of  Forestry  and  Agriculture  (fisheries,  animal,  and  plant 
inspection),  Ministry  of  International  Trade  and  Industry  (import  and  export 
licensing),  etc. 

G.3.2.  Funding  Structure 

The  MOT  Planning  Department  estimates  the  typical  share  of  port  construc- 
tion costs  as  follows  : 

Breakwaters  and  structural  work — 30%. 
Channel  dredging  and  improvements — 30%. 
Quaywallls  and  superstructure — 30%. 
Roads  and  communications — 10%. 
Private  investment  in  cargo  handling  and  warehousing  is  generally  similar 
to  road  investment  by  the  government.  Practically  all  of  the  actual  construc- 
tion work  is  implemented  by  private  firms. 

For  basic  port  infrastructure,  including  breakwaters  and  channels,  the  gov- 
ernment (MOT)  provides  theoretically  a  variable  share  of  the  capital  funds, 
depending  on  port  type  : 

Specially  designated  foreign  trade  ports  (18),  75%  ; 
Major  harbors  (80,  including  19  beyond  100,000  dwt),  50%  ; 
Local  harbors  (951).  40%  ;  and 
Refuge  harbors  (10).  100%. 
The  actual  share  is  somewhat  different  depending  on  location  and  negotia- 
tion. For  example,  the  August,  1967  law  for  speciall  port  project  expansion  pro- 
vides for  40%  MOT.  40%  prospective  operator,  10%  PMB,  and  10%  local  gov- 
ernment shares  in  loans  to  ad  hoc  Development  Authorities  in  Osaka  Bay  and 
Tokyo  Bay.  These  reduced  50%    subsidy   applies   to  important  but  congested 
areas. 

Yokohama,  an  artifical  island  with  40  foot  depth  for  general  cargo  and  con- 
tainers, has  been  subsidized  over  75%  MOT,  "because  of  the  leading  position 
of  the  port  for  .Tapan  economy".  On  the  Sea  of  Japan  side,  the  infra-structure 
of  the  East  Niigata  integrated  harbor  is  79%  subsidized  by  the  state  as  a 
depressed  area.  Reciprocally,  the  government  has  lately  become  concerned  over 
the  benefits  enjoyed  by  a  particular  group  of  enterprises  from  the  high  cost 
development  of  deepwater  bulk  terminalls.  The  share  of  port  infrastructure 
expenses  to  be  borne  by  private  enterprise  has  thus  climbed  substantially,  as 
shown  in  the  fiscal  1970  budget  (Table  G-1). 

TABLE  G-1 —1970  DISTRIBUTION  OF  DREDGING  COSTS  IN  PETROLEUM  AND  IRON  ORE  PORTS 

Port  management  Private 

Depth  Government  percent         bodies  percent     companies  percent 

Down  to  -40'-  . 

-40' to  -46' 

-46'  to  -53' 

—58'  and  deeper 


Quaywalls,  basins,  and  reclaimed  land  related  to  all  four  port  categories  are 
subsidized  in  the  same  amount  by  the  government.  But  only  those  facilities 
administered  by  the  Port  Management  Bodies  receive  such  a  subsidy.  Some 
70%  of  the  trade  volume  is  still  handled  in  unsubsidized  private  berths,  but 
this  percentage  is  expected  to  decline  somewhat. 

As  another  illustration,  the  new  port  of  Kashima  (Sumitomo  steel  plant; 
200,000  dwt  ore  carriers)  is  being  create<l  east  of  Tokyo  to  relieve  the  Tokyo 
Bay  congestion  and  help  a  depressed  area.  About  200  billion  yen  ($550  million) 
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will  have  been  invested  between  1960-75,  including  70  billion  yen  of  public 
investment  and  130  billion  yen  of  private  investment — a  relatively  low  public 
share.  An  additional  800  billion  yen  ($2.2  billion)  in  land  preparation  and  util- 
ities will  be  spent  by  private  interests. 

The  financial  situation  of  Japanese  ports  remains  precarious.  Mooring  facili- 
ties and  storage  facilities  are  deemed  a  source  of  revenue  by  law,  but — wuthin 
the  context  of  public  service — the  corresponding  fees  assume  the  character  of 
commissions  and  are  quite  small  by  world  standards.  When  the  initial  govern- 
ment subsidy  is  taken  away,  consolidated  accounts  of  public  ports  show  Vs 
supported  by  the  sponsoring  local  public  entities  and  Vs  stemming  from  bond 
floating.  This  situation  is  being  modified,  as  in  most  world  ports,  in  the  direc- 
tion of  higher  port  charges.  Between  1955  and  1965,  the  growth  of  public 
harbor  assets  averaged  7%  annually ;  and  was  9%  between  1960  and  1965,  lag- 
ging much  behind  the  increase  in  cargo  volume  handled. 

G4-5  Economic  plan  and  improvement  of  port  facilities 

Since  1955,  when  Japan  finally  recovery  from  the  war,  and  harbor  assets 
came  back  to  prewar  levels,  six  National  Economic  Plans  have  been  launched 
consecutively.  These  plans  are :  the  Five- Year  Self-Supporting  Economic  Plan, 
1955  the  New  Long-Term  Economic  Plan,  1957 ;  the  Doubling  National  Income 
Plan,  1960;  the  Intermediate  Economic  Plan,  1964;  the  Socio-Economic  Devel- 
opment Plan,  1966;  and  the  New  Socio-Economic  Development  Plan,  1970. 
Except  for  the  latest  and  current  one,  projected  growth  rates  were  outstripped 
by  the  actual  growth  rates,  and  modifications  were  required  after  only  two  or 
three  years  of  implementation. 

As  in  France,  the  national  economic  plan  seeks  to  direct  the  nation's  general 
economic  policies — serving  as  a  guidline  to  private  enterprise  and  business 
activities,  without  controlling  or  restricting  them.  The  goal  of  a  five-year  plan 
is  adjustable,  and  the  plan  itsellf  is  flexible  and  subject  to  modification  in  line 
with  changes  in  international  economic  situations,  trends  in  equipment  invest- 
ments, and  fluctuation  of  prices. 

The  New  Socio-Economic  Development  Plan,  formulated  in  1970  for  comple- 
tion by  1975,  has  set  the  actual  economic  growth  rate  at  10.6%  and  the  GNP 
at  US$267  billion  in  terms  of  the  1957  price  level.  This  plan  defines  four  major 
tasks:  1)  internationalization  and  streamlining  of  the  economy;  2)  price  stabi- 
lization; 3)  promotion  of  social  planning;  and  4)  maintenance  of  reasonable 
economic  growth  and  promotion  of  economic  development.  Since  these  tasks 
are  not  independent,  but  correlated  wuth  each  other,  it  is  necessary  to  deal 
with  them  comprehensively  and  systematically  for  attaining  a  higher  rate  of 
growth  and  overall  efficiency. 

In  particular,  it  is  recognized  that  the  capacities  of  ports  and  harbors  are  a 
controlling  factor  for  the  distribution  of  cargoes.  The  development  of  in- 
dustrial ports  is  a  powerful  tool  for  economic  growth  as  well  as  regional  de- 
velopment. Social  development,  safety  and  elimination  of  public  nuisance  are 
essential  to  qualitative  improvement  of  living  conditions,  not  only  in  city  life 
but  in  port  and  transportation  activities.  Consideration  will  be  given  to  the 
reclamation  of  land  that  is  free  from  public  nuisance,  consolidation  of  port 
facilities  to  secure  safety,  improvement  of  narrow  channels,  and  provision  of 
facilities  to  prevent  public  nuisance  in  harbors  and  sea. 

G.4-6  development  planning 

The  actual  planning  process  may  be  summarized  as  follows. 

(a)  First,  a  macro-economic  model,  with  some  60  equations,  will  project  the 
GNP  and  given  various  assumptions,  the  optimum  amount  of  government  in- 
vestment. 

(b)  The  Ministry  of  Transport  will  establish  15-20  year  forecasts  from  the 
correlation  between  cargo  volume  and  GNP  shown  in  Figure  G-2.  From  these 
will  be  developed  a  five-year  forecast  for  the  port  construction  program,  sepa- 
rated into  domestic  and  foreign  trade,  and  general  cargo  and  bulk.  These  cargo 
volumes  are  then  allocated  between  private  company  berths  and  public  PMB' 
berths. 

(c)  MOT  will  then  evaluate  technical  and  budgetary  requirements,  starting 
from  specific  ratios  such  as :  general  cargo  to  be  handled  at  the  rate  of  1000 
tons  per  meter  of  quay  length  per  year  for  10  meters  or  more  draft.  Bulk 
cargo  will  be  much  larger,   and  containers  may   be  handled  at  the   rate  of 
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600,000 — 800,000  tons  per  berth  per  year.  Average  budget  requirements  are  ap- 
proximately 10  billion  yen  ($28  million)  per  1000  meters  of  quay  wall  for  both 
infrastructure  and  superstructure. 

In  steps  (b)  and  (c),  MOT  works  with  the  local  port  authorities  and  com- 
pany ports.  There  are  no  formal  attempts  to  regionalize  planning  programs  or 
to  coordinate  between  competitive  ports.  In  the  major  trading  bays,  Tokyo  and 
Osaka  Bays,  port  authorities  and  government  are  quite  concerned  about  the 
need  for  more  coordination.  Both  bays  may  even  end  up  by  having  an  area- 
wide  port  authority,  already  created  on  paper  to  handle  overall  government 
subsidy.  But  even  MOT  does  not  expect  it  to  really  work  for  10  years,  as  those 
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proud  individual  ports  are  quite  jealous  of  each  other.  New  consciousness 
about  problems  such  as  those  encountered  in  Tokyo  Bay — water  pollution,  lack 
of  land,  sea  traffic  construction,  road  congestion,  air  pollution  by  industry — 
may  force  the  issue. 

In  the  meantime,  the  government,  besides  giving  its  subsidies  to  the  Bay  De- 
velopment Authorities  (1967  law)  rather  than  to  the  ports,  is  considering  a 
new  distribution  port  outside  Tokyo  Bay,  near  Kashima,  to  decongest  the  Bay. 
The  main  function  of  the  port  will  be  to  receive  and  distribute  oil  products  re- 
fined in  the  new  refining  and  petrochemical  industrial  port  planned  in  the 
north,  in  New  Tomakomai  near  Muroran.  Pipelines  will  carry  these  products 
inland,  into  the  "backyard"  of  Tokyo-Yokohama-Chiba.  If  accepted,  the  Chiba 
canal  project  will  provide  an  additional  linkage. 

Planning  is  present  on  the  cabinet  level  as  an  attempt  to  save  the  major 
urban  areas  from  choking  while  promoting  the  economy  of  less  advanced 
zones,  under  the  "Master  Plan  for  Developing  New  Industrial  Cities  and  Spe- 
cial Areas  for  Leading  Industries."  Illustrated  in  Figure  G-^,  this  plan  shows 
almost  exclusively  the  coastal  locations. 

G.6.3  Citizen  reaction 

Despite  the  apparent  earlier  reluctance  of  Japanese  citizens  to  complain 
about  their  worsening  environment,  public  awareness  and  resentment  is  becom- 
ing a  major  force  for  change.  During  several  days  in  the  early  summer  of 
1971,  the  following  events  were  reported  in  local  newspapers : 

A  Tokyo  opinion  poll  showed  of  those  questioned,  81%  resentful  of  pollution, 
29%  afraid  of  induced  disease,  55%  doubtful  about  the  possibility  of  future 
correction.  Deficiency  was  particularly  felt  in  greenery,  clear  air,  and  sunlight. 

On  June  28,  a  record  8500  Tokyoites,  including  1000  school  children,  were 
sent  home,  suffering  from  eye  irritation,  sore  throats,  and  headaches  due  to 
photochemical  smog.  The  government  had  issued  its  12th  smog  warning  of  the 
year.  Record  densities  of  0.29  and  0.27  ppm  of  oxidant  were  recorded  at  two 
locations.  Chiba,  Saitama,  Kanagawa,  Yokohama  and  Kawasaki,  all  in  the 
Bay,  were  also  affected  to  a  lesser  degree.  It  is  not  infrequent  to  see  people 
walking  in  the  streets  with  gauze  masks  on  their  mouth  and  nose  on  such 
days. 

There  is  concern  that  the  water  of  Tokyo's  Tama  River  is  to  blame  for 
Kashin-Beck's  di.sease,  a  bone  ailment  (deformed  joints,  pains)  common  among 
local  residents.  The  Tamagawa  filtering  plant  has  been  closed,  and  will  remain 
so  pending  further  research. 

MITSUI  suffered  a  loss  through  court  action  in  Toyama.  Although  not  oc- 
curring in  Tokyo  Bay,  the  event  will  have  long  range  effects :  Mitsui  is  to  pay 
a  total  of  $200,000  to  a  first  contingent  of  31  victims  (8  ill,  6  dead  and  their 
families)  of  the  "Itai-Itai"  disease  which  has  affected  514  people  and  depend- 
ents along  the  Jinzu  River.  This  is  the  first  ruling  to  attribute  any  environ- 
mental hazards  to  industry  and  should  have  far-reaching  effects  on  public  atti- 
tudes and  jurisprudence.  Other  legal  cases  pending  involve  the  Minimata 
disease  linked  to  mercury  (see  above),  and  mass  outbreaks  of  asthma  in  the 
petrochemicall  port  of  Yokkaichi. 

Mitsui  is  appealing  the  verdict,  as  it  claims  that  the  link  to  cadmium  dis- 
charge from  its  Kamioka  zinc-smelting  plant  is  more  than  doubtful.  After 
some  days  of  hesitation,  however,  the  company  agreed  to  pay  the  indemnities 
under  protest. 

It  is  remarkable  that  not  all  the  town  residents  were  happy  with  the  judg- 
ment rendered.  Some  21,0(X)  work  at  the  plant  and  many  are  afraid  of  reduc- 
tion in  production  output,  as  the  city  really  depends  on  the  plant  for  a  living. 

Finally,  an  Environment  Agency  went  into  operation  on  1  July  1971,  to 
unify  the  fight  against  environmental  disruption. 

G.7   THE  RESPONSE  :    PORT  PLANNING   &   DEVELOPMENT  OUTLOOK 

From  the  above  discussions,  one  may  infer  that  port  development  planning  is 
vital  to  the  Japanese  economy  and  that  natural  and  man-made  problems  put  a 
tremendous  strain  on  planners.  The  1960's  have  witnessed  some  new  ap- 
proaches in  planning  for  the  following  reasons  : 

Most  of  the  1940's  and  1950's  were  spent  recovering  from  World  War  II 
damage ; 
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Technological  change  in  transportation  is  bringing  containers  and  super- 
ships  ;  the  mid-1970's  ports  will  receive  500,000  dwt  tankers  (95-foot- 
draft),  300,000  dwt  ore-carriers  (80-foot-draft)  and  40-^5  foot  draft 
containerships,  all  now  under  construction  : 

Consistent  underrating  of  the  rate  of  economic  growth  and  of  cargo  han- 
dling requirements  is  resulting  in  unacceptable  crowding  and  port  con- 
gestion ; 

The  MOT  has  had  to  consider  more  and  more  the  eflSciency  of  the  total 
transport  and  distribution  system  in  planning,  along  with  the  industriali- 
zation of  depressed  areas.  Over  the  past  year,  the  latter  proposition  has 
been  helped  by  an  even  strong  requirement :  how  to  effectively  decongest 
-    the  Tokaido  (Tokyo,  Ise  and  Osaka  Bays)  area  ; 

Awakening  of  environmental  consciousness  in  the  late  sixties,  beyond  the 
traditional  fishing  rights  problem,  has  currently  focused  attention  on  water- 
pollution  and  land-use  efficiency  ;  and 

The  transportation  system  includes  not  only  primary  and  secondary  ma- 
rine transport,  but  interactions  with  airports,  road,  pipelines,  and  railroads. 
Ports  for  regional  development  are  designed  on  a  large  scale  as  "Bases  for 
Seaside  Industry"  and  are  provided  with  large-sized,  high-efficiency  facilities 
through  adequate  investment  at  the  outset.  Plants  will  be  built  for  annual  steel 
production  of  20  million  tons  and  daily  refining  capacity  of  one  million  barrels 
of  oil.  The  port-related  industrial  area  should  be  more  than  25,000  acres  to  re- 
ceive large-scale  industry  and  foster  the  advantages  of  the  "Kombinat".  Com- 
paratively remote  sites  from  central  regions  have  to  be  selected  for  the  new 
ports,  because  of  the  strong  concern  of  current  large  communities  regarding 
air  pollution,  public  nuisance  and  environmental  hazards,  as  well  as  for  secur- 
ing safe  passages  for  the  300,000  to  500,000  dwt  vessles.  Such  selection  will 
contribute  to  regional  development. 

In  the  next  five  years,  six  new  industrial  ports,  each  about  three  times  the 
size  of  Kashima,  will  be  started  to  divert  industrial  expansion  from  the  now- 
congested  urban  areas,  along  with  several  distribution  satellite  ports  nearby. 
Four  or  five  years  ago,  the  justification  for  these  new  ports  was  to  help  de- 
pressed areas :  Kashima  or  Oita,  Tomakomai,  and  East  Niigata.  Now,  however, 
the  primary  requisite  is  location  away  from  large  cities,  followed  by  a  favorable 
natural  site,  and  general  efficiency  in  transportation  systems. 

The  new  ports  are  shown  in  Figure  G-3.  From  SW  to  NE,  they  are  Shibushi 
(South  Kyushu,  7,500  acres),  Suonada  (North  Kyushu,  75,000  acres,  1  million 
dwt  mooring),  Akita  and  Mutus  Bay  (North  Hondo),  New  Tomakomai  (south 
Hokkaido,  75,000  acres)  and  Tsu-Matsusaka  (Ise).  Each  will  have  a  major 
refinery  (1  million  b/d),  and  probably  a  steel  mill  (20  million  t/y)  or  an 
aluminum  smelter.  Products  from  the  northern  three  ports  will  be  exported 
or  shipped  to  major  consumption  areas  through  "backyard"  distribution  ports : 
New  Kashima  for  Tokyo  Bay,  Wakasa  Bay  for  Kobe-Osaka  and  Ise  Bays. 

To  further  help  decongestion,  major  Central  Terminal  Stations  (CTS)  for 
tankers  are  considered,  analogous  to  the  Kiire-Kagoshima  terminal.  As  soon  as 
one  such  terminal  is  built  at  Futtsu  (with  25  million  tons  of  crude  storage  on 
25,000  reclaimed  acres)  at  the  outer  entrance  of  Tokyo  Bay,  the  bay  may  be 
closed  to  tankers  altogether,  as  its  pollution  is  the  worst  in  the  country.  Other 
CTS's  will  be  built  for  Osaka  Bay  and  the  Seto  Inland  Sea,  all  with  500,000 
dwt  to  1,000,000  dwt  sea  berths. 

Inside  the  bays  themselves,  each  with  six  or  seven  major  ports,  plans  are 
drawn  for  cooperative  specialization  with  the  following  aims  (Tokyo  Bay  1975. 
400  million  t/y)  : 

(a)  use  of  coastline  and  water  to  create  pleasant  amenities,  free  of  pub- 
lic nuisance : 

(b)  specialization  of  each  port  by  character,  eliminating  useless  overlap- 
ping; and 

(c)  rational  circulation  of  goods  inland. 

In  particular,  heavy  industry  will  be  confined  to  the  southeast,  around  Kis- 
arazu  Port  and  towards  Chiba. 

Each  pier  will  be  specialized  by  cargoes,  and  more  efficeient  systems  than 
"first-eome-first-served"  are  being  tried.  The  handling  of  hazardous  cargoes  will  be 
well  separated  from  ordinary  goods.  Seaside  trunklines  for  road-rail  transport, 
and  a  mid-bay  east-west  embankment  are  planned  to  improve  communications. 

The  May  1969,  "Comprehensive  Land  Development  Program  for  All  Japan" 
strongly  calls  for  harmony  between  man  and  nature.  Along  with  future  devel- 
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opment  of  transportation  systems  and  information  networks,  it  aims  at  ex- 
panding land  development  throughout  the  coimtry  and  basically  reorganizing 
the  overall  land-use  program.  Environmental  planning  should  be  improved  by 
the  creation  on  1  July  1971  of  an  Environmental  Agency  to  group  all  the  envi- 
ronmental activities  of  the  various  ministries  such  as  the  Ministry  of  Trans- 
port, Ministry  of  International  Trade,  Ministry  of  Welfare,  and  Ministry  of 
Agriculture  and  Forestry.  For  example,  MOT  wants  to  preserve  the  natural 
coastline  areas  up  to  13,000  miles  out  of  the  total  16,000  miles,  but  many  of 
the  currently  concerned  Ministries  disagree  with  this  policy.  Inside  MOT  itself, 
practically  the  only  work  done  on  sea  pollution  inside  ports  is  in.  the  Machin- 
ery Division  and  the  Shipping  Division.  An  example  of  precautions  taken  re- 
cently include  the  quay  surface  slopes  inshore  at  Oita  to  avoid  run-off  (from 
ore  storage  and  handling  spills)  into  the  sea.  The  Ministry  of  Public  Works  is 
concerned  with  land  use,  the  Ministry  of  Welfare  and  MITI  are  concerned 
with  air  pollution.  In  the  earlly  sixties,  when  regional  dvelopment  was  a  prime 
consideration,  along  with  efficient  land  use,  reclamation  and  excavation  har- 
bors were  the  preferred  alternatives  for  new  port  construction.  But  natural 
sites  became  scarce,  deeper  channels  were  required  and  decongestion  of  the 
major  bays  become  the  prime  concern.  Offshore  sea  berths  and  central  terminal 
stations  outside  industrial  bays,  and  large  industrial  harbors  in  virgin  sites 
coupled  with  "backyard"  distribution  ports,  are  now  favored. 

When  possible,  MOT's  Planning  Division  prefers  reclamation  harbors  in  a 
natural  site  to  excavation  harbors,  because  they  are  cheaper  and  provide  addi- 
tional land.  If  one  looks  at  the  experience  in  ports  of  more  than  45  foot  depth, 
the  past  five-years'  experience  is  in  favor  of  excavated  harbors :  four  of  them 
(Tomakomai,  Kashima,  Niigata.  and  Kamasawa)  between  1965-70  versus 
practically  noi  reclaimed  and  natural-site  deep  water  harbors ;  and  four  inland 
sea  types  (private  companies  at  Kiire,  Oita,  Tokuyama,  and  Keiyo),  as  well  as 
sea  berths  and  monobuoys  in  major  bays.  But  when  one  looks  at  the  next  five 
year  plans,  only  one  excavated  harbor  appears.  New  Tomakomai,  which  has 
been  planned  to  protect  good  beaches,  by  opening  basins  behind  them  (like  at 
Dunkirk,  France).  The  five  other  new  industrial  harbors,  although  in  a  less-ad- 
vanced state  of  planning,  will  probably  be  reclaimed  at  natural  sites. 

New  artificial  islands  are  planned  at  Wakayama  and  Sakaide,  with  possibly 
some  large  islands  in  Tokyo  and  Osaka  Bay  to  "get  things  way  from  people." 
The  Kiire  CTS  terminal  operating  results  are  satisfactory,  but  indicate  an  ad- 
vantage to  jetty  mooring  over  offshore  berth  for  discharge  speed,  as  well  as  a 
dire  need  for  faultless  handling  equipment  and  efficient  oil  booms  to  contain 
oil  spills  created  by  the  former. 

Appendix  H 

The  Middlle  East 

H.l    SUMMARY 

Long-haul  transportation  from  the  Persian-Arabian  Gulf  to  Europe  and 
Japan  was  the  rationale  for  the  supertanker  developments  in  the  1960's.  Crude 
reserves  of  %  of  the  world  supply  (and  production  Vs)  make  the  Middle  East 
a  major  source  of  world  supply.  The  initial  concentration  of  production  in  a 
few  countries,  and  in  the  hands  of  one  consortium  in  each  of  these  countries, 
helped  create  major  terminals;  and  foster  technological  developments.  Through 
a  literature  survey,  and  brief  field  trips  and  interviews  in  Iran  and  Kuwait, 
the  following  highlights  became  apparent : 

250,000  dwt  tankers  are  received  by  practically  all  major  producers,  except 
for  Iraq  which  pipes  much  of  its  current  production  to  the  Mediterranean 
Sea,  and  has  a  program  to  develop  a  deepwater  terminal  in  the  mid-1970's. 
Two  of  the  three  largest  producers  are  preparing  for  500,000  DWT  in  the 
early  1970's ;  the  third  already  receives  350,000  DWT  tankers.  Sizes  in  the 
range  of  750,000  DWT  to  1,000,000  DWT  are  expected  in  the  late  1970's. 

The  producing  consortium  generally  owns  and  operates  the  terminal,  but 
the  facility  may  revert  ultimately  to  the  host  country  (as  in  Iran  after  ten 
years),  although  the  oil  companies  remain  as  terminal  operators. 

The  oil  throughput  is  generally  the  major  source  of  national  income  by  far, 
in  the  producing  states.  Some  projects  to  diversify  (Aluminum  Smelter  plant 
in  Bahrain)  have  recently  picked  up  strength. 

Site  selection  depends  on  port  location  versus  the  feeder  oil  fields,  deepwater 
access,  reduced  dredging  maintenance,  gravity-loading  capability,  and  political 
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safety.  Computer  models  are  used  in  the  planning  and  design  process,  hy- 
draulic models  for  the  actual  depth  requirements  in  channels  and  at  berths. 

Extensive  experience  has  been  acquired  with  underwater  pipelines  up  to  48 
and  56  inches  in  diameter,  and  with  various  berth  structures :  single  buoy  or 
multi-buoy  offshore  berth,  sea  island,  jetty  and  T-piers,  and  underwater  stor- 
age. 

Environmental  problems  stilll  appear  around  deepwater  terminalls,  possibly 
due  to  warm  water  conditions.  Faulty  valves,  equipment,  and  human  error  are 
the  cause  of  spills,  but  in  much  less  volume  than  released  by  offshore  oil-well 
leaks  and  operations.  Strong  action  is  taken  by  some  governments  about  spills 
and  bilge  disposal  in  port,  while  an  oil  company  cooi>erative  is  planned  for 
larger  spills.  Dispersants  and  burning  are  common  corective  actions. 

H.2    PERSIAN    GULF    LOADING    TERMINALS 

The  Persian-Arabian  Gulf  is  a  natural  seafront  for  almost  %  of  the  world's 
crude  oil  reserves  and  about  Vs  of  current  production,  most  of  which  is  ex- 
ported to  Europe  and  Japan.  This  long-distance  haul  has  fostered  the  develop- 
ment of  Mammoth  tankers,  and  there  is  a  concentration  of  deepwater  termi- 
nals analogous  to  those  being  developed  in  Europe  and  Japan. 

Nine  countries  are  producing  17  million  barrels  per  day  (May  1971), 
showing  a  20%  increase  during  the  five  first  months  of  1971,  compared  to  1970. 
Saudi  Arabia  (4.83  million,  94%  ARAMCO),  Iran  (4.25  million,  91%  Consor- 
tium), and  Kuwait  (3.4  million,  93%  Kuwait  Oil  Co.)  are  the  major  producers, 
followed  by  Iraq  (1.85  million),  Abu  Dhabi  (1  million),  Qatar  (0.47  million), 
Oman  Duabi,  and  Bahrain.  Production  in  each  country  is  generally  held  al- 
most entirely  by  one  particular  group  of  companies,  except  in  Abu  Dhabi 
where  an  offshore  group  and  an  onshore  group  take  almost  equal  shares.  It  is 
not  surprising  then  that  these  groups  have  developed  important  terminals  to 
improve  the  offtake  of  a  vital  production.  Figure  H-1  and  Table  H-1  show 
these  terminals,  and  their  controlling  depth  of  access  channels  or  berths. 

Appendix  I 
Bantry  Bay — Ireland 

1. 1    SUMMARY 

Bantry  Bay  was  the  first  transshipment  terminal  built  as  part  of  a  system 
involving  supertankers  that  for  several  years  were  the  largest  afloat  (325,000 
dwt).  Gulf  Oil  has  since  buillt  similar  terminals  at  Okinawa  and  Point  Tupper 
(Nova  Scotia)  ;  each,  however,  has  a  refinery  rather  than  mere  transshipment 
storage  to  serve  several  refineries  saddled  with  shallow  water  terminals.  An- 
other oil  company.  CALTEX,  has  since  built  a  "Central  Terminal  Station"  at 
Kiire  in  Japan,  and  several  more  are  being  considered  in  Japan  and  in  West- 
ern Europe.  All  these  terminals  are  designed  essentially  to  receive  300,000- 
500,000  dwt  tankers  out  of  Kuwait  Kharg  Island  (Iran)  in  the  Persian  Gulf. 
Some  ports  are  planning  for  an  ultimate  capacity  of  one  million  dwt. 

In  the  particular  case  of  Bantry  Bay,  the  objective  was  to  maintain,  with 
minimum  investment,  the  competitiveness  of  the  company's  European  refiner- 
ies, whose  shallow  terminals  were  ill-equipped  to  receive  the  supertankers 
being  studied  by  rival  oil  companies.  After  2^^  years  of  experience,  one  may 
draw  some  conclusions  about  the  strengths  and  weaknesses  of  the  project. 

Economics :  Transshipment  by  325,000  dwt  was  determined  to  be  30-40% 
cheaper  than  the  use  of  80,000  dwt  vessels,  the  maximum  size  possible  in  the 
early  1960's  until  Rotterdam  deepened  its  port.  Direct  shipment  in  carriers  of 
200,000 — 250,000  dwt  is  a  slightly  better  economic  solution  using  ports  which 
have  since  been  deepened  independently.  Another  advantage  of  the  Bantry  Bay 
approach  was  the  opportunity  to  select  a  virgin  site,  away  from  congested 
routes. 

Environment :  The  company  has  employed  good  environment  planning  : 

Ship  design  includes  ballast,  bilge  and  sewage  retention,  with  cargo  tanks 
smaller  than  what  may  .soon  be  required  by  IMCO,  and  conservative  scan- 
tling. Ballast  water  treatment  equipment,  capable  of  reducing  water  pollu- 
tants to  less  than  4  ppm  is  a  good  alternative  to  the  ballast  tank  system. 
TraflSc  control  is  tight,  allthough  it  does  not  incllude  a  land-based  radar 
system  for  the  very  limited  traffic  involved.  The  success  of  the  Doppler 
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Sonar  Docking  System  mounted  on  one  ship  should  determine  the  installa- 
tion of  a  similar  system  on  the  sea  island,  as  in  Okinawa,  Verdon  and 
other  ports. 

An  effort  has  been  made,  at  least  partially  successful  to  limit  the  visual 
intrusion  of  the  tank  farm.  Tanks  are  semi-buried  and  the  spoils  used  to 
build  a  dorsal  ridge  which  further  reduces  their  protrusion.  No  other  so- 
cial or  environmental  impact  has  been  noted.  Besides  the  possible  opening 
of  the  earthen  dike  in  case  of  catastrophic  rupture  of  a  full  tank,  the  only 
"black  spot"  is  the  occurrence  of  a  couple  of  minor  oil  spills  during  cargo 
handling.  Although  equipment  modification  should  help  in  the  future,  this 
risk  cannot  be  discarded  entirely.  A  program  of  water  quality  and  biologi- 
cal monitoring  has  been  initiated  by  a  local  college.  In  the  meantime,  no 
water  pollution  has  appeared  and  the  stream  trout  fishing  and  resort  ac- 
tivities have  been  proceeding.  In  fact,  the  "big  ships"  have  even  provided 
an  added  tourist  attraction. 

No  refinery  or  other  basic  industry  is  expected  to  be  allowed  in  the 
area,  even  though  a  company  recently  looked  at  ship  repair  activities.  Dry 
bulk  storage  does  not  seem  to  have  been  contemplated. 

1.4     INSTITUTIONS    AND    FINANCING 

Gulf  Terminals  (Ireland)  Ltd.  was  appointed  port  authority  by  the  Irish 
Federal  Port  and  Waterways  Department,  and  Gulf  made  the  Port  Authority 
by-laws  on  the  basis  of  Milford  Haven  and  other  terminal  experience.  These 
by-laws  were  approved  by  the  Irish  Federal  Port  and  Waterway  Dept.  and  the 
Irish  Tourism  Department.  Terminal  performance  is  assessed  by  the  Refinery 
Division  (London),  now  in  charge  of  Marine  Terminals,  with  the  Marine  Oper- 
ations Groups  or  Gulf  Transportation,  Inc.,  helping  on  request.  The  terminal  is 
leased  to  Gulf  Europe.  As  mentioned  before,  Gulf  Oil  did  not  receive  any  gov- 
ernment financing,  and  paid  all  of  the  capital  costs. 

1.7    ENVIRONMENT   IMPACT 

I.l.l  Planning  and  results 

Environmental  planning,  whether  on  Gulf's  own  volition,  or  spurred  by  the 
Irish  Tourism  Board  (Dublin)  and  Department  of  Fisheries,  seems  to  have 
been  serious  in  Bantry  Bay's  terminal  and  in  ship  design.  An  Air  and  Water 
Conservation  Advisor  is  now  Informante  in  Residence  in  Gulf  Headquarters  in 
Pittsburgh.  Gulf  Energy  Environment  Services  (San  Diego)  and  Gulf  Degre- 
mont  (Liberty  Corner,  New  Jersey)  also  deal  directly  with  environmental  mat- 
ters. Regulations  were  submitted  by  Gulf  Oil  on  the  basis  of  Milford  Haven 
and  other  experiences  and  approved  by  the  government.  There  were  no  base- 
line studies,  only  borings  for  pile  driving,  but  neither  dredging  nor  fill  was 
needed  and  there  are  no  traces  of  irreversible  damage  by  operations  such  as 
pipelaying,  and  island  dock  construction.  Semi-buried  tanks  and  an  embank- 
ment make  a  reasonable  attempt  to  reduce  the  tank  farm  profile,  which  has 
nevertlieless  raised  a  few  protests. 

Not  much  concern  for  water  pollution  was  experienced,  and  local  residents 
were  easily  reassured  by  the  strict  control  measures  adopted.  There  was  very 
little  complaint  from  fishermen  who  fish  outside  the  bay,  but  some  local  politi- 
cians and  the  terminal  manager  called  to  Town  Hall  once  in  awhile.  The  big- 
gest spill  (January  1970)  went  as  far  as  the  Federal  Government,  which  took 
Gulf  to  court  for  a  small  fine. 


Question  6. — On  page  290  of  the  transcript,  you  cite  a  conclusion  that  "For- 
eign experience  shows  that  unless  carefully  regulated  development  of  deep  port 
facilities  are  likely  to  gcnerat&i  substantial  expansion  in  the  immediate  vicinity 
or  shore  of  refinery-petro-chemical  complexes".  How  or  should  such  develop- 
ment ie  regulated  in  the  context  of  H.R.  "1501  or  similar  legislation? 

Answer.— As  we  have  stated  in  our  testimony  before  this  Committee,  some 
States  seek  such  economic  expansion  and  others  do  not.  Determination  as  to 
whether  or  not  industrial  expansion  is  desirable  and  where  such  expansion 
should  take  place  are  separate  decisions  from  the  deep  port  question  and  can 
best  be  resolved  through  coordinated  land  use  planning.  Basic  authority  over 
such  development  should  remain  with  the  respective  States. 
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Question  7. — On  page  291  of  the  transcript  you  indicated  that,  "based  on 
present  information,  only  for  a  few  certavn  locations  on  the  West  Coast  do 
prospects  appear  reasonaUe  for  channel  deepening  to  accommodate  supertank- 
ers". Provide  for  the  record  these  specific  locations  and  a  description  of  the 
project  in  terms  of  dredging  activity  and  costs  to  accomplish  this  result.  Under 
what  authority  would  such  projects  he  initiated? 

Answer. — The  West  Coast  Deepwater  Port  study  indicates  that  channel  deep- 
ening to  accommodate  supertankers  could  be  accomplished  in  the  San  Fran- 
cisco Bay  area  and  in  the  Los  Angelles/Long  Beach  area.  In  the  San  Francisco 
Bay  area  the  most  likely  deepwater  port  facility  for  ships  up  to  250,000  dwt 
was  found  to  be  in  Central  San  Francisco  Bay.  The  total  first  cost  for  this 
site  would  be  $416.8  million,  of  which  $104.4  million  would  be  for  dredging. 
The  channels  would  be  deepened  to  a  depth  of  79  feet  over  the  San  Francisco 
Bar  and  73  feet  inside  San  Francisco  Bay.  The  removal  of  58  milllion  cubic 
yards  of  dredged  material  would  be  required. 

In  the  Los  Angelles/Long  Beach  area,  the  Los  Angeles  and  Long  Beach  Har- 
bor sites  are  considered  to  be  the  most  likely  sites  for  a  facility  to  accommo- 
date ships  up  to  325,000  dwt.  The  total  first  cost  for  the  Los  Angeles  facility 
would  be  $577.1  million,  of  which  $152.3  million  would  be  for  diking  and 
dredging.  Channels  would  be  deepened  to  94  feet,  outside  the  harbor  and  90 
feet  within  the  harbor.  The  removal  of  79  million  cubic  yards  of  dredged  mate- 
rial would  be  required.  The  total  first  cost  for  a  facility  at  Long  Beach  would 
be  $702.3  million,  of  which  $315.4  million  would  be  for  diking  and  dredging. 
Channels  would  be  deepened  to  94  feet  outside  the  harbor  and  90  feet  within 
the  harbor.  The  removal  of  171  million  cubic  yards  of  dredged  material  would 
be  required. 

The  purpose  of  the  West  Coast  Deepwater  Port  Facility  study  is  to  indicate 
the  comparative  advantage  and  disadvantage  of  deepwater  port  facilities.  The 
study  does  not  recommend  construction  at  any  specific  sites.  The  public  inter- 
est would  appear  to  be  served  best  by  allowing  private  ownership  and  oi>era- 
tion  of  deepwater  port  facilities  under  a  licensing  or  permitting  system  such 
as  proposed  by  H.R.  7501  or  similar  legislation.  Also,  there  is  no  precedent  for 
Federal  develoi>ment  of  port  facilities.  Traditionally,  the  Federal  interest  in 
navigation  facilities  has  been  restricted  to  channel  dredging  and  breakwaters. 

In  the  event  it  is  found  to  be  in  the  public  interest,  the  Corps  of  Engineers 
could  recommend  under  its  traditional  role.  Federal  improvement  of  the  chan- 
nels in  connection  with  the  San  Francisco  and  Los  Angeles/Long  Beach  deep- 
water  port  alternatives.  Such  Federal  participation  would  require  further  de- 
tailed studies  and  would  be  subject  to  specific  Congres.sional  authorization. 

Question  8. — In  reference  to  your  comment  on  page  291  of  the  transcript  per- 
taining to  private  or  non-federal  public  ownership,  exactly  how  will  the  overall 
public  interest  be  protected,  assuming  private  ownership,  under  H.R.  1501  or 
similar  legislation?  What  specific  federal  controls  and  regulations  are  contem- 
plated or  needed  to  accomplish  this  objective? 

Answer. — The  protection  of  the  overall  public  interest  in  the  construction 
and  operation  of  privately-owned  deepwater  ports,  and  the  nature  of  required 
federal  controls  and  regulations,  are  the  subject  of  a  recently  completed  study 
for  the  Institute  of  Water  Resources  by  Robert  R.  Nathan  Associates  entitled 
"Institutional  Implications  Of  U.S.  Deepwater  Port  Development  for  Crude  Oil 
Imports." 

Copies  of  the  "Summary  of  Major  Findings  and  Conclusions"  of  the  report 
are  attached  for  the  record,  and  for  the  convenience  of  the  Committee.  In 
addition,  copies  of  the  complete  report  are  being  furnished. 

While  the  views  expressed  in  the  report  do  not  necessarily  represent  the 
views  of  the  U.S.  Army  Corps  of  Engineers,  we  consider  that  the  study  as  a 
whole  correctly  defines  the  nature  of  the  public  interest  in  deepwater  ports, 
and  competently  analyzes  the  various  legal,  policy,  institutional,  and  regula- 
tory requirements  for  the  protection  of  the  public  interest. 

Question  9. — Provide  legal  opinion  further  .supporting  your  response  for  the 
record,  page  299  of  the  transcript,  regarding  Corps  authority  over  construction 
and  operation  of  deepwater  ports. 

Answer.- — The  Corps  of  Engineers'  regulatory  authorities  are  based  on  Sec- 
tion 10  of  the  River  and  Harbor  Act  of  1899  (33  U.S.C.  403),  which  prohibits 
the  unauthorized  obstruction  or  alteration  of  any  navigable  water  of  the 
United  States.  Under  the  provisions  of  that  Act,  any  construction  in,  over,  or 
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under  any  navigable  water  of  the  United  States,  the  excavation  from  or  depo- 
sition of  material  in  such  waters,  or  any  other  work  which  affects  those 
waters  is  unlawful  unless  the  activity  has  been  authorized  by  the  Corl>s  of 
Engineers.  Not  only  are  factors  of  navigation  considered  in  the  evaluation  of 
permit  applications,  but  fish  and  wildlife,  environmental  concerns,  and  any 
other  factors  which  may  be  relevant  to  the  general  public  interest  are  evalu- 
ated as  well.  (See  generally,  Zabel  v.  Tabb,  430  F.2d  199 (5th  Cir.  1970),  cert. 
den. 401  U.S.  910(1971)). 

The  Section  10  authorities  have  been  extended  beyond  the  territorial  sea,  by 
subsection  4(f)  of  the  Outer  Continental  Shelf  Lands  Act  (43  U.S.C.  133(f)), 
which  provides  that :  "The  authority  of  the  Secretary  of  the  Army  to  prevent 
obstruction  to  navigation  in  the  navigable  waters  of  the  United  States  is 
extended  to  artificial  islands  and  fixed  structures  located  on  the  outer  Conti- 
nental Shelf." 

The  general  Section  10  authority  therefore  applies  to  structures  erected 
within  the  contiguous  zone  or  the  high  seas,  so  long  as  the  structure  is  aflBxed 
to  the  continental  shelf. 

Exercise  of  the  subsection  4(f)  authority  over  structures  on  the  outer  conti- 
nental shelf  has  been  mainly  restricted  to  the  control  of  the  placement  of  oil 
drilling  and  oil  transport  facilities.  Those  facilities,  and  other  matters  relating 
to  resource  extraction,  are  generally  evaluated  by  the  Department  of  Interior 
prior  to  its  lease  of  the  necessary  lands.  Where  permit  applications  involve 
mineral-leased  lands,  the  Corps  of  Engineers  has  therefore  restricted  its 
reviews  of  those  applications  to  matters  of  navigation  and  national  security. 
Assuming  that  superports  would  not  be  under  mineral  leases,  the  evaluation  of 
superport  permit  applications  (or  indeed,  of  any  non-resource-related  struc- 
ture) would  necessarily  be  wider  in  scope,  with  the  final  extent  of  evaluation 
being  dependent  on  the  degree  of  involvement  and  evaluation  by  other  Federal 
agencies. 

Examples  of  permit  matters  which  require  a  broad  scope  of  evaluation  have 
occurred  in  several  instances  in  the  past.  Thus,  proposals  for  various  forms  of 
outer  continental  shelf  development  off  the  coasts  of  California  and  Texas 
have  been  controlled  administratively  under  the  subsection  4(f)  authority. 
Likevvi.'^e,  proponents  of  construction  of  off-shore  nuclear  power  plants  have 
recognized  the  need  to  apply  for  Corps  of  Engineers  permits  for  such  utility 
facilities,  both  from  the  standpoint  of  construction  of  artificial  islands  and  for 
the  existence  of  power  lines  coming  into  and  within  territorial  waters.  Perhaps 
the  most  notorious  instance  of  an  application  for  a  non-resource-related  struc- 
ture involved  a  series  of  proposals  in  the  mid-1960's  for  a  quasi-independent 
nation,  or  gambling  resort,  on  outer  continental  shelf  reefs  four  miles  off  the 
Eastern  shore  of  Florida.  Development  was  halted  by  the  Corps  of  Engineers 
for  failure  to  apply  for  a  permit.  The  ensuing  legal  disputes  questioned 
whether  the  Corps'  subsection  4(f)  authority  could  be  applied  to  artificial 
islands  or  fixed  structures  which  were  not  erected  for  the  sole  purpose  of 
exploiting  the  resources  of  the  seabed. 

Confusion  has  arisen  regarding  the  type  of  structures  which  were  to  be  sub- 
ject to  subsection  4(f)  authorities  because  of  the  apparently  restrictive  lan- 
guage of  subsection  4(a)  of  the  Act  (43  U.S.C.  1333(a)(1)),  which  provides 
that :  "The  Constitution  and  laws  and  civil  and  political  jurisdiction  of  the 
United  States  are  extended  to  the  subsoil  and  seabed  of  the  outer  Continental 
Shelf  and  to  all  artificial  islands  and  fixed  structures  which  may  be  erected 
thereon  for  the  purpose  of  exploring  for,  developing,  removing,  and  transport- 
ing resources  therefrom  to  the  same  extent  as  if  the  outer  Continental  Shelf 
were  an  area  of  exclusive  Federal  jurisdiction  located  within  a  State :  Pro- 
vided, however,  That  mineral  leases  on  the  outer  Continental  Shelf  shall  be 
maintained  or  issued  only  under  the  provisions  of  this  subchapter." 

Other  subsections  of  Section  4  repeat  the  phraseology  of  subsection  (a),  or 
directly  refer  to  that  section  in  describing  the  class  of  structures  or  activities 
which  are  subject  to  enumerated  Federal  control.  As  an  example,  subsection 
(e)(1)  delimits  the  Coast  Guard's  authority  over  "the  islands  and  structures 
referred  to  in  subsection  (a)  of  this  section".  Subsection  4(f)  carries  no  such 
qualification,  but  instead  simply  extends  the  authority  of  the  Corps  of  Engi- 
neers to  "artificial  islands  and  fixed  structures  located  on  the  outer  Continen- 
tal Shelf."  The  precision  of  the  language  used  by  the  draftors  indicates  that 
the  omission  of  the  qualifying  language  was  intentional,  and  demonstrates  a 
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recognition  that  any  form  of  artificial  structure,  whether  or  not  intended  for 
purposes  of  resource  extraction,  would  potentially  be  an  obstruction  to  naviga- 
tion, and  woulld  therefore  require  adequate  controls  over  its  placement  and 
design.  Indeed,  some  authority  over  potential  obstructions  to  navigation  would 
be  necessary  in  order  to  assure  the  continued  maintenance  of  the  right  of  free- 
dom of  navigation,  recognized  by  Section  3  of  the  Act  of  (33  U.S.C.  1332). 

Three  cases  have  to  date  been  litigated  on  the  question,  all  arising  on  the 
above-mentioned  reefs  offshore  of  Florida  (Atlantis  Development  Corp.  v. 
United  States,  370  F.2d  818  (5th  Clr.  1967)  ;  United  States  v.  Ray,  294  F. 
Supp.  532  (S.D.  Fla.  1969)  and  423  F.2d  16  (5th  Cir.  1970).)  The  courts 
upheld  exercise  of  Corps  of  Engineers  authority  over  the  structures  both 
because  construction  of  casino-resorts  would  be  a  form  of  "developing"  the 
/resources  of  the  seabed  (apparently  within  the  meaning  of  subsection  (2))  and 
also  because  the  United  States  had  numerous  "vital  national  interests"  in  the 
seabed  over  which  it  might  legitimately  exert  its  authority.  Incidental  to  the 
concept  of  developing  the  seabeds  was  recognition  that  the  emplacement  of  any 
1  structures  woulld  physically  interfere  with  the  exclusive  right  of  the  United 
(States  (recognized  by  the  Convention)  to  explore  and  develop  the  resources  of 
Che  seabed  and  suboil.  (U.S.  v.  Ray,  423  F.2d  at  20).  Similarly,  the  vital 
national  interests,  such  as  national  security,  or  environmental  concerns,  would 
in  varying  degrees  be  affected  by  any  physical  obstruction,  regardless  of  its 
purpose. 

The  Section  10  permit  program  thus  allows  screening  of  applications  for  the 
construction  of  superports  or  other  deep  water  facilities,  and  the  detailed  eval- 
uation which  would  be  necessary  in  determining  that  a  proposed  location  and 
design  is  within  the  general  public  interest.  Considerations  which  more  prop- 
erly fall  within  the  sphere  of  expertise  or  authority  of  another  Federal  agency 
would  of  course,  by  standard  Corps  practice,  remain  under  that  agency's  control. 

Question  10. — Assuming  a  private  entity  wished  to  construct  and  operate  a 
deepwater  port  within  the  three-mile  limit,  what  federal  permits  and  approval 
would  he  have  to  oMain  and  under  what  provisions  of  law?  What  state 
approval  or  permits  would  he  required? 

Answer. — A  federal  permit  would  be  required  pursuant  to  Section  10  of  the 
River  and  Harbor  Act  of  1899  (33  U.S.C.  403),  wherein  the  Army  Corps  of 
Engineers  exercises  regulatory  authority  over  the  construction  of  any  struc- 
tures in  navigable  waters  of  the  United  States,  the  dredging  and/or  filling  of 
any  navigable  waters  of  the  United  States,  including  the  territorial  seas,  and 
any  other  activity  which  would  alter  or  modify  the  course,  condition  or  capac- 
ity of  a  navigable  water  of  the  United  States. 

State  approval  or  permits  would  vary  from  state  to  state  depending  on 
whether  or  not  a  given  state  has  a  permitting  program  and  the  requirements 
of  the  program. 

Question  11. — In  regard  to  construction  and  operation  of  a  deepwater  port 
on  the  high  seas  outside  the  territorial  sea  and  contiguous  zone  of  the  United 
States,  what  national  defense  and  national  security  feat'ures  of  the  deepwater 
port  would  he  required  or  contemplated  hy  the  Department  of  Defense?  What 
requirements  should  exist  in  the  context  of  H.R.  7501  or  similar  legislation 
and  the  actual  permit  conditions  m  relation  tO\  national  defense  and  security 
considerations? 

Answer. — The  construction  and  operation  of  deepwater  ports  adjacent  to  the 
US  coast,  whether  on  the  high  seas  or  within  the  US  territorial  sea  would 
give  rise  to  the  need  to  provide  for  the  protection  of  the  facility  in  defense 
planning.  Beyond  this  ormal  requirement  the  primary  concern  of  the  Depart- 
ment of  Defense  is  to  assure  both  continued  confidentiality  where  appropriate 
and  noninterference  with  national  security  related  activities  in  or  under  off- 
shore waters.  In  this  regard  it  is  essential  to  provide  a  mechanism  whereby 
decisions  dealing  with  site-selection  for  deepwater  port  construction  are  made 
only  after  national  security  requirements  are  fully  taken  into  account.  To  this 
end,  all  bills  authorizing  or  regiilating  construction  of  permanent  installations 
in  off-shore  waters  (whether  for  deepwater  ports  or  for  some  other  purpose) 
should  contain  a  t>rovision  to  the  effect  that  no  permit  shall  issue  if  national 
security  interests  would  be  adversely  effected  thereby.  This  is  analogous  to 
provisions  with  respect  to  mineral  exploitation  oriented  structures  already  con- 
tained in  the  Outer  Continental  Shelf  Lands  Act. 
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The  Chairman.  I  am  goin^  to  call  the  Honorable  John  Court, 
Deputy  Assistant  Administrator  for  Planning  and  Evaluation,  En- 
vironmental Protection  Agency,  and  at  the  same  time  I  think  it 
would  be  well  to  have  the  Honorable  Vincent  F.  DeCain,  Deputy 
Assistant  Secretary  for  Environment,  Safety,  and  Consumer  Affairs, 
U.S.  Department  of  Transportation,  who  is  accompanied  by  Rear 
Adm.  William  M.  Benkert,  Chief,  Office  of  Marine  Environment  and 
Systems  of  the  U.S.  Coast  Guard,  call  them  all  as  a  paenl,  since  they 
are  all  on  the  same  subject  of  environment. 

Mr.  Court,  I  do  not  know^  how  long  your  statement  is  though,  but 
can  you  give  it  to  us  in  approximately  15  minutes? 

Mr.  Court.  I  believe  so. 

The  Chairman.  We  want  to  get  all  the  necessary  detail,  and  when 
you  are  through,  before  we  start  to  question  you,  we  will  have  Mr, 
De  Cain  give  his,  and  then  we  will  question  both  of  you. 

You  do  have  a  statement,  Admiral  ? 

Yes,  and  I  see  it  is  a  very  brief  one. 

So,  we  will  proceed  and  start  with  Mr.  Court. 

STATEMENT  OF  HON.  JOHN  COURT,  DEPUTY  ASSISTANT  ADMIN- 
ISTRATOR FOR  PLANNING  AND  EVALUATION,  ENVIRONMENTAL 
PROTECTION  AGENCY 

Mr.  Court.  Good  morning,  ]Madam  Chairman,  and  members  of 
this  distinguished  committee. 

It  is  my  pleasure  to  appear  before  you  to  present  the  views  of  the 
Environmental  Protection  Agency  on  our  assessment  of  offshore  port 
facilities  from  an  environmental  point  of  view. 

The  question  of  deepwater  port  facility  planning,  construction, 
operation,  and  regulation  is  enmeshed  in  the  energy  problem.  Such 
facilities,  if  properly  designed,  constructed,  and  regulated,  can  play 
a  key  role  in  minimizing  environmental  hazards  inherent  in  water 
transport  of  oil. 

The  present  level  of  U.S.  oil  imports,  3.8  million  barrels  per  day, 
is  expected  to  double  by  1980.  It  may  well  increase  to  as  high  as  six- 
fold by  the  year  2000. 

That  is  a  staggering  amount  of  oil,  requiring  a  tremendous  fleet 
and  greatly  expanded  port  facilities  and  posing  formidable  pollution 
steps  now. 

With  the  quantity  of  oil  entering  the  United  States  increasing  at 
such  a  pace,  we  must  do  all  that  is  possible  to  minimize  the  environ- 
mental hazards. 

Information  provided  by  the  Coast  Guard  reveals  that  during  the 
last  10  years,  there  have  been  over  500  tanker  collisions  throughout 
the  world,  and  that  80  percent  of  these  collisions  occurred  while  the 
tankers  were  either  entering  or  leaving  a  harbor,  and  most  of  these 
probably  involved  oil  spills. 

If  the  number  of  tankers  entering  and  departing  our  existing  har- 
bors increases  to  a  level  commensurate  with  the  projected  need  for 
the  irnportation  of  oil,  the  hazards  are  obvious.  Consequently,  con- 
struction of  a  deepwater  port  facility,  anchored  as  much  as  30  miles 
offshore,  to  which  deep  draft  tankers  could  hook  up  and  unload  into 


272 

a  pipeline  connected  to  the  shore,  becpmes  a  compelling  alternative 
to  simply  increasing  the  number  of  vessels  entering  our  ports. 

In  particular,  the  construction  of  such  ports  would  decrease  the 
tanker  traffic  and  lightering  operations  in  already  congested  harbor 
channels,  thereby  significantly  reducing  potential  risks  of  collisions 
and  oil  pollution  damage. 

Secondly,  such  offshore  facilities  Avould  be  able  to  accommodate 
the  new,  very  large  tankers,  commonly  referred  to  as  supertankers, 
which  ai'e  now  being  built. 

These  new  tankers  can  be  as  large  as  500,000  deadweight  tons 
while,  with  few  exceptions,  the  largest  fully  loaded  ship  which  can 
enter  U.S.  ports  today  weighs  about  65,000  deadweight  tons. 

In  studying  the  potential  environmental  problems  which  various 
types  of  tanker  docking  facilities  pose,  we  have  found  that  vulnera- 
bility to  environmental  damage  is  the  greatest  at  inshore  sites,  less 
at  offshore  sites,  and  least  at  far  offshore  sites. 

Estuaries  and  coastal  wetlands  are  the  most  biologically  produc- 
tive areas  of  the  marine  ecosystem,  and  are  also  the  most  sensitive  to 
damage  from  construction  and  oil  spill  effects. 

With  inshore  sites,  such  damage  would  be  unavoidable. 

At  offshore  locations,  however,  construction  effects  are  minimized, 
and  the  probability  that  spilled  oil  will  enter  sensitive  estuarine 
areas  is  greatly  reduced. 

In  addition,  the  weathering  of  oil  which  may  be  spilled  at  an 
offshore  site  could  take  place  en  route  to  an  estuarine  or  other 
coastal  area  and  would  tend  to  remove  the  most  immediately  toxic 
and  lethal  fractions  of  the  oil. 

Not  only  would  the  offshore  port  handle  less  traffic  than  our  con- 
gested harbors,  but  it  would  be  designed  and  operated  so  as  to  pro- 
vide maximum  spill  protection  and  safe  vessel  passage  through  in- 
stallation of  modern  traffic  control  devices  and  navigational  aids 
covering  the  approaches  and  maneuvering  areas  of  offshore  deepwa- 
ter  sites  would  be  vital. 

The  use  of  larger,  more  efficient  tankers  at  specially  designed 
offshore  terminals  would  mean  that  fewer  vessels  would  be  needed  to 
carry  the  increased  volume  of  U.S.  oceanborne  crude  oil  imports  ex- 
pected by  1980. 

The  propensity  for  collision  and  accident  exposure  would  be  less 
with  larger  tankers  using  offshore  terminals  than  with  movement  of 
the  same  volume  of  oil  via  more  numerous  and  smaller  tankers  using 
existing  terminals  and  port  channels. 

Our  concern  is  not  limited  to  the  marine  environment  in  an  area 
surrounding  a  port  facility,  but  it  extends  to  the  environmental  con- 
sequences which  deepwater  ports  would  undoubtedly  generate  in 
land-related  activities. 

In  our  view,  the  law  should  provide  a  mechanism  to  permit  the 
development  of  deepwater  port  facilities,  should  allow  for  legitimate 
State  and  Federal  concerns,  and  should  provide  for  the  ]3rotection  of 
the  marine,  coastal,  and  shore  environment. 

The  administration  bill  which  we  support  is  such  a  comprehensive 
piece  of  legislation. 
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The  administration  bill,  introduced  in  the  House  as  H.R.  7501,  au- 
thorizes the  Secretai-y  of  the  Interior  to  issue  a  license  for  the  con- 
struction or  operation  of  a  deepwater  port  after  appropriate  deter- 
minations have  been  made  by  the  Secretary.  The  Secretary's  finding 
must  include,  among  other  things,  that  the  applicant  is  financially 
responsible  and  has  demonstrated  his  ability  to  comply  with  applica- 
ble laws,  regulations,  and  license  conditions,  that  the  construction 
and  operations  of  the  proposed  facility  will  not  unreasonably  inter- 
fere with  international  navigation  or  other  reasonable  uses  of  the 
high  seas,  and  that  the  facility  will  be  located,  constructed,  and  oper- 
ated in  a  manner  Avhich  will  minimize  or  prevent  any  adverse  sig- 
nificant environmental  effects. 

Prior  to  the  issuance  of  a  license,  the  Secretary  shall  consult  with 
the  Governor  of  any  State  off  whose  coasts  the  facility  is  proposed 
to  be  located  to  insure  that  the  operation  of  the  facility  and  directly 
related  land-based  activities  would  be  consistent  with  State  land  use 
programs.  This  provision  is  intended  to  reinforce  the  administra- 
tion's encouragement  of  the  States  to  develop  their  own  land  use 
programs  and  to  provide  the  States  a  voice  with  respect  to  the  type 
of  facilities  that  would  be  consti-ucted  in  the  waters  extending  from 
the  States  coasts. 

The  proposed  bill  further  charges  the  Secretary  to  consult  with  all 
interested  or  affected  Federal  agencies  in  carrying  out  the  responsi- 
bilities which  would  be  given  to  him  with  regard  to  the  licensing  of 
deepwater  port  facilities. 

We  would  cut  through  the  redtape  in  that  an  application  for  such 
a  license  would  constitute  an  application  for  all  Federal  authoriza- 
tions required  for  the  construction  or  operation  of  the  port  facility. 
This  does  not  mean  that  legitimate  concerns  would  be  ignored. 

Thus,  the  Secretary  must  insure  that  the  applications  require  all 
of  the  information  required  by  other  agencies.  For  example,  the  ap- 
plication would  have  to  contain  sufficient  information  for  us  to  issue 
a  discharge  permit  pursuant  to  the  provisions  of  the  Federal  Water 
Pollution  Control  Act. 

The  bill  also  provides  that  prior  to  the  granting  of  a  license  that 
the  Secretary  shall  publish  a  notice  of  the  proposed  facility  in  the 
Federal  Register  along  with  information  as  to  where  the  application 
and  supporting  documents  may  be  examined. 

If  substantial  objections  are  raised  to  the  granting  of  the  license, 
the  Secretary  may  convene  public  hearings  on  the  application. 

The  potential  environmental  consequences  which  could  I'esult  from 
the  granting  of  a  license  are  further  addressed  by  the  requirement 
that  the  Secretary  shall  neither  grant  nor  deny  a  license  without  the 
prejmration  of  an  environmental  impact  statement  as  required  by 
section  102  of  the  National  Evnironmental  Policy  Act  of  1969 
(NEPA). 

Further,  protection  of  the  environment  is  provided  by  a  provision 
which  extends  the  laws  of  the  United  States,  particularly  specific 
provisions  of  the  Federal  Water  Pollution  Control  Act  and  the 
Clean  Air  Act,  to  the  operation  and  use  of  the  deepwater  port  facil- 
ity as  though  such  a  facility  were  located  in  the  navigable  waters  of 
the  United  States. 
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States  would  not  be  precluded  from  imposing  more  stringent  envi- 
ronmental or  safety  regulations  for  activities  occurring  within  their 
jurisdiction. 

In  summary,  Madam  Chairman,  energy  needs  of  our  country  will 
require  the  increased  importation  of  oil  in  the  immediate  future. 
The  best  means  of  facilitating  such  an  increase,  from  an  environ- 
mental point  of  view,  are  deepwater  port  facilities. 

The  bill  which  we  are  proposing  facilitates  the  development  of 
such  terminals  under  a  system  of  strict  en^'ir'onmental  and  other  con- 
trols. 

Madam  Chairman,  we  want  to  make  it  clear  that  some  crude  oil 
will  always  be  imported  in  small  tankers.  For  example,  in  1900,  the 
estimated  oil  brought  in  by  tankers  was  13,500  barrels  spilled. 

In  1980,  assuming  that  oil  import  enters  by  supertankers  using  a 
deepwater  port,  the  estimated  oil  spill  during  a  year  will  be  14,550 
barrels.  This  is  much  less  than  would  be  spilled  if  existing  ports  and 
small  tankers  were  used,  but  more  than  that  which  is  now  being 
spilled  and,  of  course,  the  amount  spilled  could  expand  each  year 
after  1980. 

Fortunately,  a  deepwater  port  can  be  designed  to  reduce  the 
threat  of  oil  spills  even  more. 

Another  point.  Madam  Chairman,  the  Coast  Guard  has  estimated 
the  incremental  cost  per  barrel  as  about  a  penny  if  a  port  is  moved 
10  miles  further  out  to  sea. 

However,  the  sum  of  all  of  these  observations  is  that  we  strongly 
support  the  development  of  offshore  deepwater  ports. 

We  think  that  several  factors  are  critcal  to  control  the  environ- 
mental hazard  involved.  The  first  is  that  they  may  be  as  far  offshore 
as  possible. 

The  second  is  they  do  not  involve  dredging. 

The  third  is  that  the  design  of  the  facility  itself  minimizes  the 
possibility  of  spills. 

I  think  if  all  these  sorts  of  measures  are  taken,  we  think  that 
offshore  poits  are  desirable  from  an  environmental  point  of  view. 

I  might  mention  that  our  concern  is  not  limited  to  the  marine  en- 
vironment in  the  area  sui'rounding  the  port  facility,  but  extends  to 
the  environmental  consequences  that  deepwater  ports  would  have,  in 
our  view,  if  the  law  should  permit,  and  should  provide  for  the  pro- 
tection of  the  marine  coastal  and  shore  environment. 

The  administration's  bill,  which  we  support,  is  such  a  comprehen- 
sive piece  of  legislation. 

Without  going  into  the  details  of  the  administration's  bill,  I  think 
that  pei-haps  its  provision  which  is  most  important  to  us  is  that  the 
protection  of  the  environment  it  provided  by  the  provisions  which 
extends  the  laAvs  of  the  United  States,  particularly  specific  provi- 
sions of  the  Fedei-al  Water  Pollution  Act  and  the  Clean  Air  Act, 
and  the  operation  and  use  of  the  deepwater  port  facility  as  though 
such  a  facility  were  located  in  the  navigable  waters  of  the  United 
States. 

In  summary.  Madam  Chairman,  we  believe  that  given  the  sort  of 
safeguards  that  are  built  into  the  administration's  bill  that  the  envi- 
ronment can  be  protected. 
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This  concludes  my  statement. 
The  Chairman,  Thank  you,  Mr.  Court. 

I  have  some  questions,  but  we  will  let  Mr.  DeCain  make  his 
statement. 

STATEMENT  OF  HON.  VINCENT  F.  DeCAIN,  DEPUTY  ASSISTANT 
SECRETARY  FOR  ENVIRONMENT,  SAFETY,  AND  CONSUMER  AF- 
FAIRS, U.S.  DEPARTMENT  OF  TRANSPORTATION;  ACCOMPANIED 
BY  REAR  ADM.  WILLIAM  M.  BENKERT,  CHIEF,  OFFICE  OF 
MARINE  ENVIRONMENT  AND  SYSTEMS,  U.S.  COAST  GUARD 

Mr.  DeCain.  Madam  Chairman,  members  of  the  committee,  I  am 
Vincent  F.  DeCain,  Deputy  Assistant  Secretary  for  Environment, 
Safety,  and  Consumer  Affairs. 

With  me  is  Rear  Adm.  William  M.  Benkert  of  the  U.S.  Coast 
Guard,  Chief  of  the  Office  of  Marine  Environment  and  Systems. 

We  appreciate  the  opportunity  to  appear  before  your  committee 
this  morning  and  to  testify  on  behalf  of  the  Department  of  Trans- 
portation in  the  area  of  deepwater  ports  and  other  offshore  facilities, 
including  offshore  pipelines. 

As  you  know,  there  has  been  a  growing  Federal  interest  and  sup- 
port for  new  legislation  that  provides  for  the  establishment  and  reg- 
ulation of  deepwater  ports. 

This  committee  is  certainly  to  be  commended  for  conducting  these 
hearings  in  an  effort  to  resolve  all  the  issues  involved. 

The  Department  of  Transportation's  responsibilities  in  the  devel- 
opment and  operation  of  deepwater  ports  are  manifold. 

As  Admiral  Benkert  will  point  out,  superport  facilities  would  ne- 
cessitate increased  Coast  Guard  involvement;  additional  naviga- 
tional aids  must  be  developed  and  maintained,  safety  regulations 
must  be  enforced,  and  oil  spills  alleviated. 

The  Office  of  Pipeline  Safety  within  our  Department  has  responsi- 
bility for  insuring  the  reliability  of  pipeline  systems  from  the  deep- 
water  port  terminal  to  the  shore,  to  the  refinery  and  ultimately  to 
the  consumer. 

In  light  of  these  responsibilities,  and  with  the  knowledge  that  na- 
tional transportation  needs  currently  account  for  about  50  percent  of 
U.S.  petroleum  consumption,  the  Department  of  Transportation  is 
keenly  interested  in  deepwater  port  issues. 

The  Department  has  actively  participated  in  an  interagency  deep- 
water  port  study,  the  forthcoming  CEQ  task  force  on  Outer  Conti- 
nental Shelf  resource  development  study,  and  the  Department  of  the 
Interior's  energy  modeling  group. 

Evaluated  against  this  background,  the  Department  of  Transpor- 
tation prefers  the  legislative  approach  to  deepwater  port  problems 
contained  in  the  administration's  bill,  H.R.  7501,  over  that  provided 
by  either  H.R.  5898  or  H.R.  5091. 

H.R.  7501  would  remove  many  of  the  impediments  to  developing 
and  operating  deepwater  port  facilities  by  establishing  the  Depart- 
ment of  the  Interior  as  a  single  point  where  deepwater  port  applica- 
tions could  be  submitted  and  accepted. 


27.6 

Under  that  proposal,  the  Department  of  Interior  would  be  re- 
quired to  insure  that  applicants  are  financially  responsible,  that  the 
clee])water  port  does  not  unreasonably  interfere  with  international 
navio:ation,  and  that  the  facility  would  be  located,  constructed,  and 
operated  in  a  manner  which  would  minimize  or  prevent  any  adverse 
significant  environmental  effects. 

The  Secretary  of  the  Interior  is  required  to  consult  with  the  Gov- 
ernor of  any  State  off  whose  shores  a  facility  is  proposed.  This  is  to 
insure  that  the  operation  of  the  facility  and  directly  related  land 
based  activities  would  be  consistent  with  the  State  land  use  program. 

The  act  provides  for  the  Department  of  the  Interior  to  consult 
with  other  Federal  agencies  and  States  that  this  Act  shall  in  no  way 
alter  or  otherwise  affect  the  jurisdiction  of  the  Council  on  Environ- 
mental Quality  or  the  requirements  of  the  National  Environmental 
Policy  Act  of  1969. 

The  administration  recognizes  the  impact  that  offshore  deepwater 
port  development  may  have  upon  landside  activities.  Accordingly, 
H.R.  5701,  the  administration's  bill,  would  maintain  the  individual 
State's  right  to  regulate  and  control  development  currently  within  its 
jurisdiction. 

As  you  know,  my  office  also  has  responsibility  for  the  transporta- 
tion-related environmental  impacts  of  proposed  actions,  including 
offshore  developments. 

The  administration's  proposal  was  designed  so  that  the  procedures 
for  consideration  of  the  environmental  impact  of  proposed  actions 
would  be  compatible  with  DOT's  existing  procedures,  under  the  Na- 
tional Environmental  Policy  Act  of  1969. 

Since  the  Department  of  the  Interior,  under  the  administration 
bill,  would  have  responsibility  for  carrying  out  the  provisions  of  the 
legislation,  that  Agency  would  become  the  lead  agency  under 
NEPA,  and  DOT's  role  would  be  that  of  consulting  to  the  lead 
agency  on  matters  within  our  special  expertise  or  jurisdiction. 

The  IT.S.  Coast  Guard  would  be  one  component  within  DOT  that 
would  be  knowledgeable  regarding  the  impact  of  actions  in  the 
offshore  marine  environment. 

And,  of  course,  our  Office  of  Pipeline  Safety  may  also  contrib- 
ute to  the  consideration  of  particular  aspects  that  fall  within  its 
jurisdiction. 

There  are  several  other  environmental  aspects  of  these  facilities  in 
which  DOT  would  have  an  interest.  Some  offshore  development  may 
have  an  impact  on  land  use,  including  transportation  facilities  such 
as  highways  or  terminals  or  other  distribution  systems. 

One  of  dot's  administrations  may  be  expected  to  provide  Fed- 
eral program  assistance  for  projects  to  serve  land  development. 

Environmental  impacts  attributable  to  these  projects  would  be 
considered  early  in  the  process  of  soliciting  DOT  assistance.  This 
process  is  consistent  with  the  administration  bill. 

I  would  like  to  cover  briefly  the  Department's  responsibility  relat- 
ing to  pipelines  located  offshore,  that  is,  the  pipelines  transporting 
the  oil  from  these  deepwater  ports  to  shore  facilities. 

The  Department  of  Transportation  (DOT)  jurisdiction  over 
offshore  liquid  pipelines  derives  essentially  from  the  Transporation 
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of  Explosives  Act  (18  U.S.C  831-835),  as  amended  by  the  Depart- 
ment of  Transportation  Act  (49  U.S.C.  1651  et  seq.). 

Under  these  statutes,  the  DOT  has  authority  to  establish  regula- 
tions for  the  safe  transportation  of  hazardous  materials,  petroleum, 
and  petroleum  products  by  pipeline  in  offshore  areas. 

Such  regulations  are  binding  on  those  carriers  engaged  in  inter- 
state or  foreign  commerce. 

In  addition  to  the  DOT's  responsibility  cited  above,  the  DOT  has 
a  significant  responsibility  in  the  anti-pollution  area  relating  to 
water  quality  in  the  navigable  waters  of  the  United  States. 

I  might  just  emphasize  by  way  of  summary  that  although  the 
DOT  has  safety  responsibility  and  authority  over  offshore  transpor- 
tation-related facilities,  both  in  the  navigable  waters  within  the 
States'  boundaries  and  on  the  OCS,  it  has  an  interface  for  non- 
transportation  related  oil  facilities  with  the  Environmental  Protec- 
tion Agency  in  the  navigable  waters  and  with  the  Department  of  the 
Interior  on  the  OCS. 

DOT  safety  regulations  implementing  the  statutory  authority  for 
the  transportation  of  hazardous  materials,  petroleum,  and  petroleum 
products  were  developed  primarily  for  pipelines  on  land. 

However,  they  are  applicable  with  certain  pro  forma  modifications 
to  offshore  pipelines. 

The  DOT,  through  its  Office  of  Pipeline  Safety,  is  now  actively 
working  in  conjunction  with  the  EPA  to  develop  the  regulations  re- 
quired under  the  Water  Pollution  Control  Act  of  1972  for  the  pre- 
vention of  oil  discharge  in  the  navigable  waters  of  the  United 
States. 

At  the  same  time,  the  Department  is  working  with  the  Depart- 
ment of  the  Interior  to  develop  uniform  standards  which  will  not 
only  provide  for  pipeline  safety  but  also  meet  the  interior  require- 
ments for  prevention  of  waste  and  conservation  of  natural  resources 
of  the  OCS. 

To  the  extent  that  deepwater  ports  will  be  involved  with  handling 
liquified  natural  gas  (LNG),  the  DOT  has  jurisdiction  over  the 
transportation  of  such  gas  by  pipeline  under  the  authority  of  the 
Natural  Gas  Pipeline  Safety  Act  of  1964  (49  U.S.C.  1671  et  seq.). 

Madam  Chairman,  the  foregoing  cites  some  of  the  Department's 
activities  which  will  be  affected  by  the  operation  and  development  of 
offshore  deepwater  port  facilities. 

In  our  opinion,  H.R.  7501  contains  sufficient  procedural  safe- 
guards to  assure  that  the  authority  of  this  Department  to  conduct 
its  activities  would  suffer  no  impairment. 

This  completes  my  prepared  statement. 

I  will  be  happy  to  answer  any  questions  which  you  or  the  mem- 
bers of  your  committee  may  have. 

The  Chairman.  Thank  you,  Mr.  DeCain. 

I  am  sure  you  know  that  this  committee  has  to  take  responsibility 
if  we  are  going  to  have  to  consider  the  type  of  tankers  and  so  forth 
to  bring  oil  either  into  offshore  ports  or  into  our  harbors.  And  I  was 
just  talking  to  counsel  about  analyzing  the  three  responsibilities, 
both  of  our  committee,  the  Interior  Committee  and  the  Public 
Works  Committee.  Each  has  fields  in  which  it  has  certain  responsi- 


278 

bilities  so  that  we  all  have  to  be  sure  they  are  taken  care  of  in  a  bill 
that  may  come  out  in  tlie  end. 

We  have  not,  as  yet,  analyzed  all  of  the  bills  to  see  how  they 
might  dovetail,  but  we  do  have  some  questions  to  ask  you. 

Now,  Admiral,  if  you  will  give  your  statement,  then  we  will  start 
the  questioning. 

Admiral  Benkert.  Madam  Chairman  and  members  of  the  com- 
mittee, I  am  Rear  Admiral  W.  M.  Benkert,  Chief,  Office  of  Marine 
Environment  and  Systems,  U.S.  Coast  Guard. 

I  am  pleased  to  appear  before  you  today  to  discuss  Coast  Guard 
view^s  of  our  possible  responsibilities  regarding  deepwater  port  de- 
velopment and  operations  off  the  costs  of  the  United  States. 

Both  H.R.  5091  and  H.R.  5898,  as  well  as  other  proposals  includ- 
ing H.R.  7501,  are  under  consideration  by  the  Congress.  The  Coast 
Guard  and  the  Department  of  Transportation  together  are  submit- 
ting detailed  comments  on  H.R.  5091  and  H.R.  5898  to  the  commit- 
tee, and  I  shall  not  attempt  to  review  these  comments  at  this  time. 

As  you  are  well  aware,  the  Coast  Guard  is  the  primary  maritime 
law  enforcement  agency  of  the  Federal  Government. 

The  Coast  Guard  programs  within  the  ports  of  the  United  States 
include  such  activities  as  maritime  law  enforcement,  merchant  vessel 
safety,  port  safety,  aids  to  navigation,  and  marine  environmental 
protection,  as  w^ell  as  search  and  rescue.  All  these  programs  have 
been  established  in  response  to  legislative  action. 

Most  recently,  with  the  enactment  of  the  Ports  and  Waterways 
Safety  Act  of  *  1972  (Public  Law  92-340)  and  the  Federal  Water 
Pollution  Control  Act  Amendments  of  1972  (Public  Law  92-500) 
and  ensuing  delegations,  many  responsibilities  of  the  Coast  Guard 
in  the  port  safety,  merchant  vessel  safety,  and  marine  environment 
protection  areas  have  been  additionally  clarified  and  expanded. 

Appropriate  regulations  have  been  or  are  being  developed  in  each 
program  area  after  effective  maritime  industry  and  port  commu- 
nity consultations  and  associated  public  hearing  processes  have  been 
completed. 

The  current  Coast  Guard  budgetary  request  has  recognized  these 
increasing  program  requirements. 

While  I  have  no  comments  to  make  regarding  the  question  of 
overall  United  States  jurisdiction  over  the  development  of  deepwa- 
ter ports  or  the  agency  or  department  which  will  have  administra- 
tive jurisdiction  of  this  development,  I  feel  that  the  Coast  Guard  re- 
sponsibilities in  any  deepwater  port  area  should  be  very  similar  to 
those  currently  existing  in  our  Nation's  ports. 

As  the  Federal  agency  primarily  responsible  for  maritime  law  en- 
forcement, merchant  vessel  safety,  port  safety,  and  marine  environ- 
ment protection,  the  Coast  Guard  should  be  among  the  Federal 
agencies  which  are  consulted  by  the  agency  or  department  having 
administrative  jurisdiction  of  the  development  of  deepwater  ports. 

We  feel  this  is  essential  in  the  area  of  site  selection  as  it  affects 
any  special  navigational  requirements  or  impacts  on  existing  naviga- 
tional routes. 

Additionally,  to  minimize  the  possibility  of  any  spillage  during 
cargo  transfer  operations,  the  transfer  systems  and  their  intended 
operation  are  of  special  interest  to  the  Coast  Guard. 


279 

Thank  you  for  the  opportunity  to  appear  here. 

The  Chairman.  Thank  you,  Admiral. 

Let  me  ask  a  few  questions.  I  will  pose  them  first  to  Mr.  Court, 
and  if  either  of  you  other  two  gentlemen  have  anything  to  respond, 
I  would  be  happy  to  have  you  do  so. 

You  know,  Mr.  Court,  I  am  curious  and  concerned.  You  men- 
tioned, I  think  on  page  4,  about  the  further  out  these  ports  are,  the 
less  chance  there  is  of  damage. 

Can  these  kinds  of  deep  offshore  ports  stand  the  weather,  the 
winds,  and  the  seas  without  real  damage? 

I  am  not  thinking  of  the  transfer  of  the  oil  into  or  out  of  the 
storage  tanks. 

Can  they  really  stand  these  rough  seas  ? 

Mr.  CotTET.  AYell,  I  believe  they  would  be  constructed  in  areas 
where  they  could  stand  the  stress,  and  that  may  seem  to  be  evading 
your  question. 

I  think,  first  of  all,  the  technology,  the  way  in  which  superports 
are  constructed,  is  changing  so  that  they  are  becoming  more  flexible, 
so  they  have  been  built  in  rougher  seas  and  can  survive. 

Second,  I  assume  that  any  group  constructing  a  superport  would 
be  very  careful  in  their  consideration  of  what  the  Aveather  and  the 
operation  of  the  oceans  would  do.  That  is,  you  would  not  build  one 
where  it  would  be  vulnerable  to  disruption. 

The  Chairman.  Have  we  any  in  existence  now  that  are  20  and  30 
miles  offshore? 

Admiral  Benkert.  Might  I  answer  that? 

The  Chairman.  Yes. 

Admiral  Benkert.  If  I  could  expand  just  a  little  bit  on  what  Mr. 
Court  said. 

There  are  in  existence  today  a  number  of  offshore  ports,  if  you 
want  to  call  a  single  point  mooring  or  multiple  point  mooring  as  an 
installation  as  being  an  offshore  port,  which  we  do. 

The  experience  has  been  with  these  installations  that  they  can 
withstand  just  about  any  kind  of  weather  as  far  as  the  installation 
is  concerned. 

There  are  some  of  them,  certain  weather  conditions  existing  which 
would  at  that  time  prohibit  the  tankers,  for  example,  from  being  se- 
cured to  them  at  that  particular  time,  but  there  are,  at  the  present 
time,  over  100  single  point  moorings  in  existence  offshore  today 
throughout  the  world. 

The  Chairman.  Far  out  ? 

Admiral  Benkert.  Some  of  them  are,  yes,  ma'am. 

The  Chairman.  And  they  are  weathering  the  seas  ? 

Admiral  Benkert.  Yes,  ma'am,  these  types  of  installations  have 
proven  to  be  very  satisfactory,  generally  speaking.  And  there  are 
certain  of  them  that  when  the  weather  conditions  are  poor  they  just 
do  not  moor  the  tankers  to  them. 

The  Chairman.  That  is  understood,  but  I  was  thinking  of  the 
seas. 

Mr.  Court,  if  legislation  is  passed  establishing  a  permit  system  for 
offshore  ports  and  tenninals,  what  laws  presently  administered  by 
EPA  should  be  extended  to  such  structures,  and  why  should  they  be 
applicable  ? 
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If  you  cannot  <^ive  a  full  answer,  would  you  give  it  later? 

Mr.  Court.  I  believe  the  two  principal  laws  are  the  Clean  Air  Act 
and  the  Federal  Water  Pollution  Control  Act. 

I  think  these  two  bills  would  provide  strong  authority  for  dealing 
with  the  emissions  of  the  port  itself. 

The  Chairman.  That  is  the  present  authority  for  EPA  right  now, 
the  two  laws  you  mentioned  ? 

Mr.  Court.  We  do  have  other  pieces  of  legislation,  but  those  are 
the  most  significant. 

The  Chairman.  What  is  the  present  EPA  authority,  if  any,  over 
activities  on  the  Outer  Continental  Shelf  beyond  the  territorial  ju- 
risdiction of  the  United  States  ? 

[The  following  was  supplied  in  addition  to  the  above :] 

The  laws  presently  administered  by  EPA  which  would  be  extended  to  deep- 
water  ports  are  the  Clean  Air  Act,  the  Federal  Water  Pollution  Control  Act, 
and  the  Marine  Protection,  Research  and  Sanctuaries  Act.  Such  authority 
should  be  extended  so  that  any  deepwater  port  facility  which  is  licensed  will 
be  considered,  for  environmental  control  purposes,  as  though  it  were  situated 
within  the  United  States. 

Mr.  Court.  We  do  not  have  the  authority  underneath  that  act,  I 
do  not  think. 

The  Chairman.  Mr.  de  Cain,  do  you  have  that  authority? 

Mr.  DeCain.  I  do  not  believe  we  have  any  authority  beyond  the 
3-mile  limit  at  the  present  time. 

Admiral  Benkert.  The  FWPCA,  certain  aspects  of  it,  apply  out 
through  the  territorial  jurisdiction,  Madam  Chairman. 

The  Chairman.  My  understanding  was  that  the  Environmental 
Protection  Agency  did  have,  or  rather  the  Department  of  Trans- 
portation does  have  that  authority. 

Admiral  Benkert.  AVe  have  certain  authorities  on  the  Outer  Con- 
tinental Shelf  under  the  Outer  Continental  Shelf  Lands  Act,  and  we 
have  certain  authorities  under  the  territorial  seas  under  the  Federal 
Water  Pollution  Act. 

Mr.  Court.  Through  the  combination  of  the  Federal  Water  Pollu- 
tion Control  Act  and  the  ocean  dumping  bill,  we  have  pretty  effec- 
tive authority  all  the  way  out.  It  is  overlapping  authority  within  the 
3-mile  limit.  I  think  both  bills  cover  it. 

The  Chairman.  And  your  authorities  are  really  entwined,  are 
they  not,  the  Coast  Guard  and  the  Department  of  Transportation, 
EPA,  and  the  Corps  of  Engineers? 

Mr.  Court.  I  think  our  relationships  with  the  Coast  Guard  are 
that  we  are  the  standard  setting  and  the  permit  authority  for  the  ac- 
tual enforcing.  We  have  set  rather  but  a  belated  authority. 

The  Chairman.  I  do  not  think  we  are  quite  satisfied  with  those 
answers,  and  I  wonder  when  you  get  your  transcript  if  all  of  you 
would  dig  into  it,  that  particular  question,  and  find  out  just  what 
those  authorities  are  ? 

Let  me  ask  the  Coast  Guard.  In  the  administration's  proposal  for 
offshore  ports  and  terminals  there  is  an  extensive  list  of  statutes 
which  are  declared  to  be  applicable  to  deepwater  port  facilities.  In- 
cluded are  various  statutes  administered  by  the  Coast  Guard,  includ- 
ing the  Port  and  Waterways  Safety  Act,  the  Loadline  Act,  the 
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Bridge  to  Bridge  Radio  Telephone  Act,  and  the  Federal  Boat 
Safety  Act, 

How  do  you  envision  that  these  acts  would  be  applicable  to 
offshore  terminals  ? 

I  am  going  to  ask  you,  since  I  have  to  abide  by  the  5-minute  rule, 
to  answer  that  latter  for  the  record  so  we  do  have  that  in  the  record. 

Admiral  Benkert.  Yes,  ma'am. 

The  Chairman.  And  one  further  question  you  can  answer  later. 

Are  there  any  other  laws  administered  by  the  Coast  Guard  which 
would  be  applicable  to  offshore  terminals,  for  example,  the  Danger- 
ous Cargo  Act,  46  U.S.C.  170,  and  the  Tank  Vessel  Act,  46  U.S.C. 
391a? 

Answer  that  for  us  for  the  record,  and  I  would  appreciate  it. 

The  other  thing  that  you  can  answer  for  the  record.  Admiral, 
would  be :  What  is  the  budgetary  effect  for  the  Coast  Guard  for  the 
additional  duties  that  would  be  entailed  ? 

Admiral  Benkert.  I  can  answer  that  one  right  now.  If  the  Con- 
gress expected  the  Coast  Guard  to  enforce  our  laws,  and  our  activi- 
ties, which  we  now  conduct  within  our  jurisdiction  on  our  ports  and 
tanker  operations,  and  so  forth,  within  the  continental  limits  of 
the  United  States,  if  we  were  expected  to  do  this  at  offshore  ports  de- 
pending on  what  types  of  ports  you  had,  I  would  say  that  we  would 
need  additional  resources  to  accomplish  this  properly. 

The  Chairman.  Thank  you.  And  you  will  supply  the  answers  to 
the  previous  questions  I  asked  you  for  the  record  ? 

Admiral  Benkert.  Yes,  ma'am. 

[The  information  follows :] 

Coast  Guard  Jubisdiction  of  Deepwateb  Ports 

Laws  administered  by  the  Coast  Guard  which  could  be  expected  to  require 
involvement  in  the  development  and  operation  of  Deepwater  Port  Facilities 
include  the  following : 

(1)  Relating  to  port  security,  port  safety,  and  environmental  quality  includ- 
ing anchorages,  traffic  management  and  vessel  control : 

i.  Section  7  of  the  Act  of  March  4,  1915,  as  amended,  33  U.S.C.  471 

ii.  The  Act  of  Sept.  15,  1922,  as  amended,  33  U.S.C.  472 

iii.  Title  I  of  Public  Law  92-340,  33  U.S.C. A.  1221  et  seq. 

iv.  Title  II  of  the  Act  of  June  15,  1917,  as  amended,  50  U.S.C.  191 

V.  Public  Law  92-63,  33  U.S.C.A.  1201  et  seq. 

(2)  Relating  to  the  discharge  of  oil  and  hazardous  substances,  regulation  of 
marine  sanitation  devices,  and  regulation  of  material  handling : 

i.  Section  311  and  312  of  Public  Law  92-500,  33  U.S.C.A.  1321  and  1322 
ii.  The  Act  of  August  30,  1961,  as  amended,  33  U.S.C.  1001  et  seq. 
iii.  Title  I  of  Public  Law  92-532,  33  U.S.C.A.  1401  et  seq. 

(3)  Relating  to  the  establishment  and  regulation  of  aids  to  navigation, 
structure  and  obstruction  marking  and  other  signals : 

i.  14  U.S.C.81. 

ii.  14  U.S.C.  83. 

iii.  14  U.S.C.  84. 

iv.  14  U.S.C.  85. 

V.  14  U.S.C.  86. 

vi.  Section  15  of  the  Act  of  March  3,  1899,  33  U.S.C.  409. 

(4)  Relating  to  marine  inspection,  marine  casualty  investigation,  the  car- 
riage of  dangerous  cargo,  and  vessel  safety  and  manning : 

i.  Title  52  of  the  Revised  Statutes  of  the  United  States  and  statutes 
amendatory  and  supplemental  thereto  (this  would  include,  but  not  be  lim- 
ited to,  R.S.  4417a,  as  amended,  46  U.S.C.  391a;   Public  Law  92-75,  46 
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U.S.C.A.  1451  et  seq. ;  and  sections  10  through  13  of  the  Act  of  June  20, 
1874,  as  amended,  section  15  of  the  Act  of  March  4,  1915,  as  amended,  sec- 
tions 1  and  2  of  the  Act  of  September  4,  1870,  33  U.S.C.  361  through  368) 
ii.  Title  53  of  the  Revised  Statutes  of  the  United  States  and  statutes 
amendatory  and  supplemental  thereto. 

(5)  Relating  to  the  establishment  and  regulation  of  loadlines  for  vessels  : 
i.  The  Act  of  March  2,  1929,  as  amended,  46  U.S.C.  85  et  seq. 

ii.  The  Act  of  August  27,  1935,  as  amended,  46  U.S.C.  88  et  seq. 

(6)  Relating  to  the  enforcement  of  the  laws  of  the  United  States  : 
i.  14  U.S.C.  89. 

(7)  Relating  to  the  saving  of  life  and  property  : 
i.  14  U.S.C.  88. 

The  Chairman.  Mr.  Forsythe? 

Mr.  Forsythe.  Thank  you,  Madam  Chairman. 

Mr.  Court,  I  believe  you  expressed  a  concern  about  the  wetlands, 
and  the  need  for  this  legislation  for  their  protection. 

Would  the  Coastal  Zone  Management  bill  fit  into  this  picture? 

Do  you  think  it  can  carry  a  great  bit  of  the  protection  load  ? 

Mr.  Court.  I  think  it  could,  yes. 

Mr.  Forsythe.  Thank  you. 

Admiral,  you  referred  to  100  deepwater  ports  around  the  world. 

Admiral  Benkert.  Of  that  one  particular  type,  sir,  single  point 
mooring. 

Mr.  Forsythe.  Where  are  the  majority  of  these  ports? 

Admiral  Benkert.  There  are  some  in  the  North  Seas,  sir,  the  ma- 
jority of  them  at  the  present  time  are  located  in  the  Far  East  in 
Japan  and  the  Persian  Gulf  area.  The  Persian  Gulf  area  has  quite  a 
few. 

Mr.  Forsythe.  When  it  comes  to  the  question  of  the  disposal  of 
the  adverse  weather  problem  there  are  locations  where  the  adverse 
weather  is  perhaps  as  bad  as  we  would  suppose  ours  would  be  at  such 
locations  ? 

Admiral  Benkert.  Yes,  sir. 

Mr.  Forsythe.  I  would  like  to  come  back  to  the  question  I  asked 
earlier,  the  technology  on  the  transfer  of  oil. 

Do  you  believe  that  we  have  the  technology  for  assuring  the  trans- 
fer from  a  deepwater  transfer  point  with  safety  ? 

Admiral  Benkert.  Yes,  sir. 

Mr.  Forsythe.  With  respect  to  the  technology  on  the  large  tank- 
ers, what  is  needed  here  to  assure  that  we  are  not  going  to  trade  the 
problem  of  a  lot  of  small  spills  for  the  problems  of  a  major  spill  ? 

Admiral  Benkert.  I  think  if  you  are  discussing  a  tanker  design, 
if  that  is  your  question,  sir,  I  think  that  particularly  at  the  present 
time  this  is  most  appropriate. 

Title  2  of  the  Ports  and  Waterways  Safety  Act,  which  we  have 
mentioned  before,  basically  requires  the  Coast  Guard  to  examine  just 
this  subject,  tanker  design  from  the  point  of  view  of  the  environ- 
mental protection  afforded  in  that  tanker  design. 

We  are  examining  this  very  closely  now  under  the  terms  of  that 
bill.  We  are  presenting  positions  to  the  international  community 
through  the  forthcoming  International  Convention  for  Prevention 
of  Pollution  of  the  Seas,  in  which  our  position  is  one  of  presenting 
design  characteristics  to  the  Convention,  looking  toward,  shall  we 
say,  a  better  design  of  these  vessels  from  an  environmental  protec- 
tion point  of  view. 
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We  are  also  looking  at  such  things  as  the  maneuverability  of  these 
vessels,  their  stopping  characteristics,  and  other  facets,  looking  to- 
ward the  implementation  of  possible  design  requirements  on  the  ves- 
sels under  the  terms  of  the  Ports  and  Waterways  Safety  Act,  sir. 

Mr.  FoRSYTHE.  Assuming  that  something  was  actually  coming  into 
being  within  the  next  3  to  5  years,  would  you  be  prepared  with  the 
technology  to  assure  that  we  would  be  able  to  put  it  together  as  far 
as  the  safety  is  concerned  ? 

Admiral  Benkert.  I  think  as  far  as  design  of  vessels  is  concerned 
as  a  result  of  this  forthcoming  International  Convention,  which  is 
coming  out  this  October,  I  think  there  will  be  certain  requirements 
on  an  international  basis  placed  on  certain  tank  vessels  from  a  de- 
sign point  of  view,  environmentally. 

I  think  that  in  line  again  with  the  Ports  and  Waterways  Safety 
Act,  that  if  these  design  characteristics  are  not  forthcoming  interna- 
tionally, the  U.S.  position  as  voiced  in  the  legislation  has  been  one 
of  an  attempt  to  proceed  unilaterally  in  this  field. 

Mr.  FoRSYTiiE.  Do  you  feel  the  tankers  are  going  to  be  environ- 
mentally safe. 

Admiral  Bexkert.  Yes,  that  is  one  of  the  intents  of  the  legislation. 

One  other  facet  of  the  bill  that  is  important  is  the  concept  of  free- 
dom of  vessel  traffic  systems  for  our  waters. 

In  this  legislation  which  the  administration  has  presented  here, 
the  way  I  read  it  and  understand  it,  the  fact  of  saying  in  the  legis- 
lation that  the  Ports  and  Waterways  Safety  Act  would  apply  to 
offshore  terminals,  the  Coast  Guard  would  then  have  the  authority 
to  implement  such  things  as  traffic  systems,  if  you  will,  in  the  vicin- 
ity of  an  offshore  port,  which  I  think  is  very  pertinent  to  the  sub- 
ject here,  and  I  have  mentioned  that  in  my  statement,  sir. 

Mr.  FoRSYTHE.  Thank  you.  Admiral. 

Thank  you.  Madam  Chairman. 

The  Chairman.  Mr.  Dingell  ? 

Mr.  Dingell.  Thank  you,  Madam  Chairman. 

Admiral,  you  made  the  comment  that  the  deepwater  ports  are  very 
satisfactory,  generally  speaking. 

I  find  that  to  be  somewhat  of  a  contradiction.  It  indicates  to  me 
that  you  have  some  reservations  with  regard  to  the  safety,  adequacy 
and  satisfactory  performance  of  these  deepwater  ports. 

Would  you  want  to  address  yourself  to  what  those  reservations 
might  be,  please,  admiral  ? 

Admiral  Benkert.  My  reservations,  sir,  would  be  purely  personal. 

Mr.  Dingell.  Let  me  hear  your  personal  views,  then. 

Admiral  Benkekt.  I  do  believe  that  the  concept  of  the  single 
point  moorings  is  an  excellent  one,  and  has  proven  to  be  very  fine 
throughout  the  world  wherever  they  have  been  used  to  date. 

I  personally  have  some  feeling  that  the  construction  of  large  fixed 
structures,  which  conceptionally  have  been  envisioned  at  the  present 
time,  I  personally  have  some  feeling  that  this  type  of  offshore  struc- 
ture may  not  be  worth  the  money  or  the  effort,  and  may  present 
some  problems. 

Mr.  Dingell.  What  problems  would  they  present? 
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Admiral  Benkert.  Well,  I  think  some  of  the  problems,  sir,  are  in 
relation  to  the  weather  conditions  that  may  exist  in  particular  locales. 

I  do  not  think  this  ty]:)e  of  installation  perhaps  is  too  appropriate 
for  some  locales,  depending  on  the  sea  conditions. 

Mr.  DiNGELL.  Would  yon  please  address  yourself  to  the  locales, 
the  ^yeather,  and  other  problems,  and  the  bad  results  that  would  flow 
from  this,  if  you  please? 

Admiral  Benkert.  I  cannot  be  too  specific,  sir. 

Mr.  DiNGELL.  You  are  doing  better  than  most  people  have  done  so 
far,  admiral. 

Admiral  Benkert.  Well,  I  feel,  for  example,  that  in  the  North 
Atlantic,  as  an  area,  and  again  this  is  purely  a  sailor's  point  of 
view 

Mr,  DiNGELL.  I  think  that  is  something  that  has  not  been  well 
enough  heard  inside  the  administration. 

The  administration  has  tried  to  put  this  into  other  Congressional 
committees,  where  a  sailor's  view  appears  to  be  rather  novell. 

If  you  proceed  to  assist  us  you  might  assist  somebody  else  who 
needs  it. 

Admiral  Benkert.  I  feel  that  certain  ai-eas  of  the  North  Atlantic 
Ocean,  if  you  were  going  to  build  a  fixed  structure  offshore,  that  this 
might  pi-esent  some  i^roblems. 

Mr.  DiNGELL.  What  you  are  saying  is  you  might  have  a  fixed 
wreck  there  very  shortly  thereafter? 

Admiral  Benkert.  I  did  not  say  that,  sir,  you  did. 

]Mr.  DiNGELL.  That  is  my  assumption,  am  I  correct? 

Admiral  Benkert.  I  think  it  presents  some  problems  with  not 
necessarily  the  structure  itself,  but  with  ship  manueverability  in 
relation  to  the  structure,  and  with  times  when  you  could  use  this 
structure,  sir,  for  mooring  vessels. 

Mr.  DiNGELL.  In  mid-winter  the  North  Atlantic  is  not  a  good 
place  to  put  a  fixed  sti-ucture,  is  it? 

Admiral  Benkert.  We  have  had  some  unhappy  experiences. 

Mr.  DiNGELL.  Let  me  direct  this  question  if  I  may,  please,  to  the 
gentlemen  from  EPA. 

Have  you  had  any  consultations  between  EPA  and  the  Coast 
Guard  with  matters  now  under  discussion  between  the  Admiral  and 
I? 

Mr.  Court.  Yes,  we  have  both  been  involved. 

Mr.  DiNGELL.  That  does  not  respond  to  the  question.  I  asked  have 
you  had  any  discussions  with  them  regarding  the  particular  problem 
of  safety,  and  the  types  of  structures  to  be  used,  and  so  forth,  with 
regard  to  the  Coast  Guard  ? 

Mr.  Coukt..  I  have  not  consulted  with  him  personally,  but  our 
organizations  have. 

Mr.  DiNGELL.  Have  they  ? 

Mr.  Court.  Yes. 

Mr.  DiNGELL.  Are  those  involved  in  an  environmental  impact 
statement?  AVas  any  similar  document  submitted  to  Congress  in 
connection  with  any  of  the  legislation  noAv  pending  before  the  Con- 
gress in  this  committee  or  elsewhere? 
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Mr  Court  Well,  we  have  made  rather  exhaustive  a  series  of  stud- 
ies that  are  a  matter  of  public  record,  and  certainly  could,  or  have 
been  made  available  to  this  committee. 

Mr.  DiNGELL.  Have  you  filed  an  environmental  impact  statement 
on  this  with  the  Congress? 

Mr.  Court.  We  have  not. 

Mr.  DiNGELL.  The  law  does  say  you  should. 

Mr.  Court.  Pardon  me?  ,         ,     •    •         i.  i     •  i„<-;«„ 

Mr  DiNGELL.  The  law  does  say  that,  m  submission  of  legislation 
having  a  significant  effect  on  the  human  environment,  the  adminis- 
tration is  supposed  to  submit  an  environmental  impact  statement. 

My  question  is,  has  such  an  environmental  statement  been  submit- 
ted? 

Mr.  Court.  No. 

Mr.  DiNGELL.  Inform  me  why  not.  j         j 

Mr.  Court.  Because  we  thought  adequate  provision  was  made  and, 
in  fact  in  the  provision  of  the  administration's  bill  that  each  port 
proposal  shall  be  subject  to  environmental  impact  statement  process. 

Mr.  DiNGELL.  That  is  not  what  the  law  says,  though. 

Does  your  Agency  choose  the  laws  that  you  shall  obey  and  coniply 
with  and  see  that  they  are  carried  out?  I  am  trying  to  get  some  help 

from  you  people.  ,.     ,•         j.  i         u     t?-pa 

I  have  had  some  problem  with  the  application  of  laws  by  J^FA. 
EPA  seems  to  be  very  good  at  picking  and  choosing  and  very  poor 

at  carrying  out.  .  ^.         j,  *  ,  ^uv. 

Would  you  state  to  me  the  precise  policy  of  your  Agency  with 

regard  to  laws  to  be  carried  out  ? 

Do  you  carry  out  all  laws,  or  pick  and  choose  i 

Mr  Court.  We  certainly  intend  to  carry  out  all  laws. 

Mr  DiNGELL.  Then  please  inform  me  why  no  environmental 
impact  statement  has  been  submitted  in  connection  with  the  legisla- 
tion involved.  ^        _.,  -o   ^p,^.,  ,  „^ 

Mr  Court  An  environmental  impact  statemment  on  H.K.  7501  nas 
not  been  prepared  by  EPA  because  we  are  not  the  lead  agency  with 
regard  to  that  piece  of  legislation.  It  is  a  Department  of  the  Inte- 
rior bill  and  Interior  has  prepared  a  statement  which  will  be  hied 
and  transmitted  to  the  Congress. 

I  might  add,  Mr.  Dingell,  that  EPA  has  prepared  on  environmen- 
tal impact  statement  on  all  legislative  proposals  which  we  have  sub- 
mitted to  the  Congress  this  year.  I  am  referring  to  the  bills  which 
relate  to  hazardous  wastes,  safe  drinking  water,  toxic  substances, 

and  sediment  control.  .  at^^otv, 

Mr.   DiNGELL.   I  think  I  have  used  up  my   5   minutes.  Madam 

Chairman. 

The  Chairman.  Mr.  Cohen  ? 

Mr.  Cohen.  Thank  you.  Madam  Chairman. 

Mr.  Court,  as  I  understand  your  testimony,  what  you  are  suggest- 
ing is  that  part  of  the  difficulties  for  environmental  protection  is 
tied  up  in  traffic  control,  and  the  thesis  is  if  we  reduce  traffic  the 
hazard  is  thereby  reduced.  Is  that  correct  in  terms  of  the  controlling 
movement,  and  the  question  I  was  raising,  if  that  is  the  principal 


286 

case,  then  why  is  there  a  need  for  a  double  bottom  on  the  super- 
tanker ? 

Mr  Court.  I  think  the  past  history  has  been  that  about  half  of 
the  oil  spills  have  occurred  throuo^h  collisions  or  groundings,  and 
half  again.  Twenty-five  percent  of  the  total  has  occurred  tlirough 
groundings  as  opposed  to  collisions. 

The  two  critical  requirements  for  offshore  ports  are  double  bot- 
toms, and  some  sort  of  strict  radar  navigational  control. 

Mr.  Cohen.  But  if  you  move  your  offshore  facility  out  further 
and  further,  as  you  are  suggesting,  there  really  would  not  be  that 
compelling  need,  would  there? 
Mr.  Court.  No. 

Mr.  Cohen.  I  am  not  saying  I  am  not  in  favor  of  them,  but  the 
question  I  am  trying  to  get  at  is,  there  has  been  testimony  before 
this  committee  that  if  other  countries,  such  as  Canada,  do  not 
require  double  bottom  ships,  then  any  economic  benefit  to  be  derived 
from  having  refineries  constructed  on  the  east  coast  or  west  coast 
would  be  substantially  reduced,  if  not  eliminated. 

I  wonder  if  you  had  any  input  about  that,  Admiral  Benkert? 
Admiral  Benkert.  Might  I  assist  in  the  answer  to  that?   This 
double  bottom  concept  for  tankers,  I  think  you  have  to  look  at  this 
m  the  context  m  Avhich  it  has  been  put  forth! 

What  has  been  put  forth  on  double  bottoms  for  tanker  vessels  has 
been  the  result  of  a  rather  extensive  study  looking  primarily  at  the 
incidental  discharge  of  oil  by  ocean-going  tank  vessels  in  the  process 
ot  tank  cleaning,  primarily. 

As  a  result  of  this  study,  what  this  joint  Maritime  Administra- 
tion-Coast Cxuard  study  developed  was  that  the  answer  to  this 
seemed  to  be  that  the  construction  of  tankers  with  segregated  ballast 
systems  was  the  way  to  go. 

Now,  when  you  construct  a  tanker  with  segregated  ballast  systems, 
nieanmg  separation  of  your  cargo  from  your  ballast,  when  vou  con- 
struct a  tanker  m  this  manner,  one  way  of  doing  this  is  "by  con- 
structing the  vessel  with  double  bottoms,  the  double  bottoms  to  hold 
ballast  rather  than  cargo,  and  the  idea  behind  this  joint  segregated 
ballast,  double  bottom  concept,  is  that  at  the  same  time  you  are  elim- 
inating the  mixture  of  oil  and  water,  the  concept  of  tank  cleaning 
you  are  also  adding  to  the  safety  of  the  vessel  environmentally  inso- 
iT-  l^  u  ^^^„^'^ssel  does  ground,  and  you  have  a  double  bottom 
which  has  ballast  water  m  it,  you  are  not  going  to  dump  oil,  just 

This  is  the  rationale  for  double  bottom  segregated  ballast  type 
tankers. 

Mr.  Cohen.  Mr.  Court,  can  you  tell  us  why  we  have  not  moved  in 
the  area  more  swiftly  at  least  in  traffic  control,  of  vessel  traffic  sys- 
tems ?  -^ 

It  seems  to  me  you  mentioned  the  figure,  what  500  tanker  colli- 
sions was  throughout  the  world. 

How  many  of  those  occurred  near  our  shores  ? 

Mr.  Court.  I  think  the  Coast  Guard  can  answer  that. 

Admiral  Benkert.  I  would  have  to  give  you  that  for  the  record, 
sir.  ' 
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Mr.  Cohen.  If  you  would,  please. 
(The  information  follows:) 

Tanker  Collisions  Near  U.S.  Coastline 

From  the  latest  worldwide  statistics,  during  1969  and  1970,  there  were  44 
collisions  involving  a  tanker  within  50  miles  of  the  U.S.  coastline.  Not  all  of 
these  involved  pollution  incidents. 

Mr.  Cohen.  Could  you  tell  us  why  we  have  to  wait  until  we  have 
the  approval  of  a  superport  or  supertanker  before  we  move  into 
these  systems  ? 

Admiral  Benkert.  I  do  not  think  that  is  correct.  We  are  in  the 
traffic  system  business  right  now. 

We  have  again,  going  back  to  the  Ports  and  Waterways  Safety 
Act,  the  Coast  Guard  was  empowered  to  develop  vessel  traffic  sys- 
tems for  port  areas. 

We  have  done  this  in  San  Francisco  Bay.  We  have  an  operating 
system.  AVe  have  an  operating  system  in  Puget  Sound. 

We  are  also  installing  a  system  in  the  Houston-Galveston  area, 
and  we  have  plans  for  traffic  systems  in  other  areas  progressively 
during  the  next  several  years. 

Mr.  Cohen.  Would  it  be  fair  to  say,  or  draw  the  inference  from 
your  statement  that  a  majority  or  a  good  portion  of  the  tanker  colli- 
sions throughout  the  world  do  not  occur  on  our  coastlines  ? 

Admiral  Benkert.  I  would  say  we  have  had  our  share  of  them, 
sir,  probably  proportionately  depending  on  the  volume  of  traffic. 

We  have  had  our  share. 

Mr.  Cohen.  Despite  our  efforts  in  vessel  control,  traffic  control  ? 

Admiral  Benkert.  Our  efforts  in  traffic  control  are  of  a  very 
recent  nature,  sir. 

Mr.  Cohen.  And  you  would  advocate  that  we  move  despite  what- 
ever takes  place  with  respect  to  deepwater  ports  within  this  area  ? 

Admiral  Benkert.  Yes,  sir. 

Mr.  Cohen.  Thank  you,  Madam  Chairman. 

The  Chairman.  Mr.'  Metcalfe  ? 

Mr.  Metcalfe.  Thank  you.  Madam  Chairman. 

Mr.  Court,  in  your  statement  you  referred  to  the  inshore  sites. 

Now,  for  my  distinguished  colleagues,  as  they  have  been  talking 
about  different  possible  locations  for  these  deepwater  ports,  have  all 
been  in  deepwater,  and  oceans  involving  the  perimeter  of  the  United 
States. 

What  do  you  mean  by  inshore  sites?  Is  there  any  consideration  at 
all  given  to  establishing  these  deepwater  ports  inland?  I  am  talking 
about  the  Great  Lakes,  for  instance,  or  is  it  because  of  the  shallow- 
ness of  the  water? 

Mr.  Court.  I  meant  in  coastal  bays  or  estuarine  areas;  in  other 
words,  for  instance,  Delaware  Bay  is  a  case  in  point.  Within  the  bay 
itself  where  where  you  might  face  particular  difficulties. 

I  was  not  really  referring  to  inland  in  the  sense  of  being  within 
the  continental  United  States. 

Mr.  Metcalfe.  Well,  would  you  say  I  am  correct  in  my  thinking 
that  no  consideration  is  being  given  nor  can  be  given  to  putting  a 
deepwater  port  within,  say,  the  Great  Lakes  area  because  of  the  lack 
of  depth  of  water  and  distance  from  shore  ? 
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Mr.  Court.  I  believe  that  is  correct. 

Mr.  Metcalfe.  In  other  woi-ds,  no  consideration  is  given  to  the 
inland  waters. 

Mr.  Court.  I  do  not  think  it  is  precluded  but,  on  the  other  hand, 
I  think  Ave  have  been  looking  mostly  to  the  coastal  areas. 

Mr.  DiNGFXL.  Will  the  gentleman  yield? 

Mr.  Metcalfe.  Yes. 

Mr.  DiNGELL.  Is  there  not  a  difference  in  the  situation  with  regard 
to  deepwater  ports  in  the  Great  Lakes  area  and  on  the  high  seas, 
because  under  the  laws  of  the  United  States,  the  bottoms  of  the 
Great  Lakes  belongs  to  and  is  controlled  by  the  States  and  by  the 
Federal  Government,  so  that,  under  existing  law,  it  is  necessary  that 
there  be:  (a)  a  Federal  permit  under  the  1899  Act  for  changes  of 
this  kind,  and  (b)  if  the  State  law  so  requires,  that  there  be  also  a 
concurrent  State  permit  for  the  action  required  by  State  law 
whereas,  in  areas  outside  the  3-mile  limit,  there  is  no  requirement 
for  the  application  of  the  1899  Act,  nor  is  there  any  jurisdiction  at 
this  minute  in  the  States  except  insofar  as  is  conferred  upon  them 
by  the  tidelands  giveaway  of  some  years  ago :  is  that  right? 

Mr.  Court.  I  think  that  is  probably  correct. 

Mr.  DiNGELL.  That  is  my  recollection. 

I  thank  the  gentleman  for  yielding, 

Mr.  Metcalfe.  Thank  you. 

I  would  like  to  address  this  remark  to  Admiral  Benkert. 

Mr.  Court  indicated  in  his  statement,  and  it  was  alluded  to  by 
Congressman  Cohen  in  regard  to  the  figures  that  were  cited  for  the 
500  tankers  in  collision  throughout  the  world,  and  that  isin  the  last 
10  years,  80  percent  of  these  collisions  occurred  while  the  tankers 
were  entering  or  leaving  a  haibor.  And  most  of  them  involved  oil 
spills. 

It  appears  to  me  that  as  we  have  been  listening  to  testimony  on 
deepwater  ports  that  we  talk  about  the  necessity  for  getting  oil  in 
and  the  possibility  of  a  shortage,  the  environmental  factors.  And 
here  we  are  talking  about  500  tanker  collisions. 

It  is  difficult  for  me  to  conceive  that  with  all  the  expertise  that 
has  appeared  before  this  committee,  and  that  is  existent  today,  that 
we  would  permit  that  many  collisions  and  that  much  oil  spilled.  Not 
only  does  it  aifect  the  environment  but  we  need  that  oil  that  is  being 
spilled  as  a  result  of  collisions. 

My  question  is,  why  are  we  so  grossly,  and  these  are  my  words, 
negligent  in  not  giving  enough  thought  to  the  elimination,  complete 
elimination  of  collisions? 

We  have  navigable  laws  that  control  this,  and  it  appears  to  me 
from  the  testimony  I  have  heard  that  we  have  used  all  precaution, 
and  I  am  amazed  and  somewhat  bewildered  that  we  have  these  colli- 
sions. 

Admiral  Benkert.  Mr.  Metcalfe,  our  efforts,  if  I  may  say  so,  and 
obviously  we  have  been  looking  at  safety  of  vessels  for  many  years 
under  our  existing  legislation,  we  have  developed  a  number  of  rules 
and  regulations  as  far  as  the  vessels  themselves  are  concerned.  We 
have  developed  a  rather  extensive  repertoire  of  regulations  dealing 
with  the  operation  of  vessels. 
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Our  record  in  the  United  States,  as  far  as  tanker  collisions  are 
concerned,  I  feel,  are  dropping  and  will  be  dropping  quite  exten- 
sively, 

Mr.  Metcalfe.  What  percentage  point,  if  I  amy  interrupt,  does 
appreciably  cover? 

Admiral  Benkert.  I  cannot  give  you  a  figure  right  off  the  top  of 
my  head,  sir,  but  I  can  tell  you  this,  that  going  back  to  our  ports 
and  waterways  safety  legislation,  and  our  bridge-to-bridge  radio  tel- 
ephone statute  which  was  passed  just  last  year,  I  feel  that  the  com- 
bination of  these  two  pieces  of  legislation,  when  fully  implemented, 
the  bridge-to-gridge,  for  example,  is  now  being  fully  implemented 
since  January  1,  the  vessel  traffic  system  concept  is  only  just  begin- 
ning, sir. 

We  are  at  the  very  early  stages. 

We  feel  that  these  two  pieces  of  legislation  particularly  will  make 
a  great  deal  of  difference  in  the  casualties  that  will  occur  in  the 
future. 

We  have  just  started  to  implement  this. 

Mr.  Metcalfe.  Thank  you  very  much.  Admiral.  My  time  has 
expired,  but  I  think  I  have  conveyed  my  concern  to  you,  and  I 
appreciate  your  responses. 

Thank  you.  Madam  Chairman. 

The  Chairman.  Mr.  Steele  ? 

Mr.  Steele.  Thank  you.  Madam  Chairman. 

Mr.  Court,  you  said  that  one-half  of  the  oil  spills  are  a  result  of 
collisions  or  groundings,  implying  that  double  bottoms  would  have 
prevented  these  spills  in  a  large  number  of  cases.  Is  that  correct  ? 

Mr.  Court.  I  think  they  would  have  alleviated  the  spills  from 
groundings,  but  not  collisions. 

Mr.  Steele.  I  asked  the  question,  because  I  asked  a  similar  ques- 
tion about  2  weeks  ago  w^hen  we  had  two  witnesses  here,  one  from 
the  ^Coast  Guard  and  one  from  the  tanker  construction  industry. 
And  they  both  said  that  we  do  not  have  any  information  in  this 
area  that  is  adequate  to  enable  us  to  make  that  kind  of  statement. 

The  Coast  Guard  said  they  would  certainly  like  to  have  that 
information,  since,  obviously,  it  would  provide  a  very  powerful 
argument  for  double  bottoms.  And  yet  the  Coast  Guard  said  they 
did  not  have  the  information,  but  were  working  to  try  to  determine 
in  how^  many  cases  a  double  bottom  actually  would  have  made  a  dif- 
ference in  preventing  the  spill.  And  the  construction  industry  said 
there  is  not  one  case  on  recrod. 

That  is  an  enormous  difference  from  half  of  all  the  groundings 
and  the  collisions,  and  half  of  all  the  spills — that  is,  between  the 
statement  that  you  made  and  the  statement  the  industry  made  that 
they  do  not  have  one  such  example. 

The  Coast  Guard  seems  to  be  in  the  middle  by  saying  they  are 
looking  into  it. 

Mr.  Court.  We  had  numerous  examples  of  where  this  occurred. 
This  represents  a  joint  CEQ,  EPA,  and  Coast  Guard  study  which 
came  to  the  conclusion  that  double  bottoms  would  help  to  reduce  oil 
spills  significantly. 

Mr.  Steele.  Well,  you  use  a  figure  of  one-half  of  oil  spills — and  I 
think  it  is  extremely  important  that  this  committee  know  what  the 
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ovidenoe  is,  and  if  there  is  such  evidence,  if  there  is  such  a  study,  I 
tliink  it  is  important  that  either  you  or  the  Coast  Guard,  or  whoever 
has  done  it,  whoever  has  it,  submit  it  for  the  record. 

I  would  like  to  ask  at  this  point  that  the  study  or  information 
T'eferred  to  be  submitted  for  the  record. 

Mr.  Court.  Fine. 

Mr.  Steele.  It  is  critical  to  our  consideration  of  this  matter. 

The  Chairman.  It  will  be  made  part  of  the  record  at  this  point. 

[The  information  follows :] 

The  results  of  the  Joint  Study  indicated  that  one  half  of  the  spills  from 
groundings  would  have  been  prevented  by  double  bottoms.  However,  the  Coast 
Guard  is  the  proper  agency  to  interpret  the  data. 

Mr.  Steele.  Thank  you,  Madam  Chairman. 

The  Chairman.  Mr.'  Studds? 

Mr.  Stitdds.  Thank  you,  Madam  Chairman. 

Admiral,  are  any  of  the  laro^e  fixed  structures  in  existence  around 
the  world  now,  or  are  all  the  existing  facilities  sino;le  point  moorings? 

Admiral  Benkert.  There  are  some  large  fixed  structures. 

Mr.  Studds.  Are  you  familiar  with  any  of  those? 

Admiral  BENicEaRT.  I  have  never  visited  one,  a  fixed  structure, 
other  than  you  would  call  a  buoy  port,  which  is  in  Rotterdam.  It  is 
not  offshore.  It  is  dredged. 

Mr.  Studds.  As  you  heard  earlier,  we  cannot  find  anybody  who 
has  seen  any  of  these.  AVe  have  had  a  procession  of  witnesses  assur- 
ing us  how  safe  they  are,  but  nobody  has  ever  seen  one. 

Admiral  Benkert.  I  have  seen  a  number  of  single  point  moorings, 
but  I  have  not  seen  offshore  installations  because,  to  my  knowledge, 
and  again  I  would  have  to  check  this,  the  only  ones  that  I  am  famil- 
iar wath  from  reading,  looking  at  pictures,  and  studying  to  some 
extent  are  those  in  the  Persian  Gulf. 

The  weather  conditions  there  are  somewhat  different  from  other 
locals,  and  I  have  not  visited  them. 

Mr.  Studds.  Madam  Chairman,  the  reference  in  General  Kelly's 
statement  was  to  the  A.  D.  Little  report. 

Does  the  committee  have  that  report? 

The  Chairman.  The  committee  does  have  it. 

Mr.  Studds.  I  sensed  a  horrendous  bureaucratic  and  jurisdictional 
nightmare,  both  in  the  executive  and  in  the  Congress,  when  Con- 
gressman Dingell  asked  whether  you  folks  had  talked. 

The  problem  is  that  you  probably  did  not  talk,  but  you  had  an 
interface. 

Mr.  DeCain,  you  referred  to  DOT  having  interface  for  nontran- 
sportation  related  oil  facilities  with  EPA,  and  also  the  Department 
of  the  Interior. 

By  the  time  you  have  finished  adding  up  the  agencies  that  you  arc 
going  to  have  interface  with,  it  will  be  a  nightmare. 

The  Chairman  said  we  have  many  committees  of  Congress  Con- 
cerned with  this.  I  sit  on  two  committees  that  are  currently  holding 
hearings  on  this. 

I  do  not  see  how  the  administration  and  this  committee  is  going  to 
proceed  at  all,  within  the  Federal  Government,  as  to  how  we  look  at 
it. 
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Secretary  DeCain  says  siiperport  facilities  would  necessitate 
increased  Coast  Guard  involvement.  And,  Adminiral,  we  had  to 
fight  very  hard  to  restore  some  funds  to  the  Coast  Guard  to  restore 
some  manpower.  And  I  am  wondering  if  the  administration  is  going 
to  come  up  here  and  move  in  such  an  area  as  this  to  require 
increased  Coast  Guard  personnel  and  facilities — and  we  have  some 
strong  feelings  on  this  committee  as  to  how  it  should  be  increased, 
infinitely,  infinitely  more  in  other  responsibilities. 

Do  you  think  you  can  got  through  to  0MB  down  there  in  terms 
of  not  cutting  your  budget?  I  mean,  you  might  have  an  interface 
with  them  also. 

Admiral  Benkert.  I  simply  say,  sir,  that  if  the  Congress  and  the 
administration  expect  the  Coast  Guard  to  do  a  good  solid  job  in 
relation  to  offshore  ports,  depending  on  the  type  of  construction 
they  are,  where  they  are  located  and  so  forth,  I  personally  cannot 
fail  to  see  how  we  would  need  some  additional  resources  and  some 
additional  manpower  to  do  a  proper  job  in  the  same  manner  we  are 
trying  to  do. 

Mr.  Stfdds.  I  could  not  agree  with  you  more.  I  do  not  think  you 
have  sufficient  resources  to  do  the  job  you  have  been  given. 

No  further  questions.  Thank  you.  Madam  Chairman. 

The  Chairman.  Mr.  Kyros  ? 

Mr.  Kyros.  Thank  you,  Madam  Chairman. 

Mr.  Court,  your  testimony  mentions,  on  page  5,  the  administra- 
tion's bill  which,  among  other  things,  would  require  consultation 
with  the  Governor  of  the  State. 

The  other  bill  before  our  committee,  H.E.  5898,  does  not  require 
that  sort  of  consultation. 

If  you  are  going  to  establish  a  national  energy  policy,  is  it  feasi- 
ble to  consult  State  by  State  to  determine  where  an  offshore  terminal 
facility  might  go? 

Mr.  Court.  I  think  in  the  first  place  the  administration's  bill  is 
still  stronger.  It  contains  other  language  that  requires  the  Seci'etary 
of  Interior  to  insure  that  the  development  of  a  port  is  consistent 
with  State  land-use  programs. 

Mr.  Kyros,  that  is  a  phrase  which  we  think  is  broader  than  just 
applicable  State  laws. 

For  instance,  land-use  planning  would  be  a  State  program,  so  I 
think  that,  in  fact,  the  administration's  bill  calls  for  even  more  con- 
sultation. 

Second,  to  answer  your  question,  it  is  not  certain  by  any  means 
that  the  national  energy  policy  can  be  implemented  if  all  the  States 
have  a  veto  power  over  it. 

On  the  other  hand,  I  think  the  administration's  position  is  that 
given  the  extent  to  which  individual  States  will  be  affected,  the 
administration  should  go  out  of  its  way  to  try  and  get  superports 
developed  with  the  consent  of  the  States  that  are  most  affected. 

If  that  fails,  presumably  stronger  measures  would  have  to  be  con- 
sidered. 

Mr.  Kyros.  Well,  what  I  mean  is,  does  that  specifically  require 
consent  by  the  Governor  of  a  State  ? 

Mr.  Court.  I  think  the  intent  of  the  administration's  bill  is  to 
obtain  State  consent  or  else  not  license  the  superport. 
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Mr.  Kyros.  Now,  the  second  point  I  see  here  is  the  administra- 
tion's bill  vests  the  authority  to  administer  in  the  Secretary  of  Inte- 
rior. 

Mr.  Court  Yes, 

Mr.  Kryos.  Who,  I  suppose,  traditionally  has  dealt  with  oil  mat- 
ters. 

But  we  now  have  set  up  within  the  Department  of  Commerce, 
NOAx\,  so  why  should  this  not  be  in  Commerce  since  Commerce 
deals  with  the  coastlines  and  NOAA  ocean  matters? 

Mr.  Court.  From  EPA's  point  of  view,  I  think  it  could  be  in 
either  agency,  and  I  think  there  are  arguments  for  it  being  in  Inte- 
.  rior. 

Underneath  the  administration's  reorganization  plan,  which  I 
think  was  originally  going  to  be  submitted  this  week,  the  Depart- 
ment of  Energy  and  Natural  Resources,  the  Interior  would  be  given 
the  lead  in  the  energy  area,  and  the  superport  fits  within  that 
responsibility. 

They  also  have  experience  in  offshore  leasing,  drilling  platforms, 
and  so  forth,  that  is  not  available  elsewhere. 

Mr.  Kyros.  What  about  in  those  cases  where  our  border  is  contig- 
uous to  Canada  and  we  want  to  put  a  facility  offshore  that  goes  out 
15  to  20  miles? 

What  problems  do  we  find  with  those  foreign  nations,  our  neigh- 
bors? 

Mr.  Court.  Do  you  mean  would  the  Canadians  be  willing  to 
accept  such  a  superport  ? 

Mr.  Kyros.  Precisely,  you  know  the  Pittston  people  have  applied 
for  a  refinery  up  in  Eastport,  Maine,  and  the  Canadians  are  saying, 
well,  the  tankers  coming  into  the  refinery  will  have  to  traverse 
Canadian  waters.  They  said  that  this  was  a  dangerous  risk  and  they 
have  denied  access  to  tankers  through  Canadian  waters. 

Have  you  considered  what  the  effect  of  such  a  deepwater  port 
would  be  on  a  foreign  nation  that  is  our  neighbor  ? 

Mr.  Court.  I  think  it  is  possible  the  Canadians  may  accept  the 
development  of  a  port  there. 

From  the  environmental  point  of  view,  the  transshipment  of  oil 
along  the  coast  would  lead  to  the  same  conditions  that  exist  today; 
that  is,  you  would  have  more  smaller  tankers  in  areas  that  are  hard 
to  control,  and  you  might  have  a  number  of  collisions. 

Mr.  Kyros.  Yes;  but  in  some  areas,  in  some  large  gulfs,  the  pre- 
vailing current  may  be  such  that  if  we  did  have  some  kind  of  cas- 
ualty, oil  could  well  be  swept  into  the  beach. 

Anyway,  there  is  nothing  in  the  bill  that  deals  with  that. 

Mr.  Court.  No. 

Mr.  Kyros.  Well,  thank  you  very  much. 

Thank  you,  Madam  Chairman. 

The  Chairman.  Thank  you. 

Counsel  has  a  question. 

Mr.  Heyward.  INIr.  DeCain,  I  would  like  to  ask  if  the  Department 
of  Transportation  would  furnish  for  the  record  an  analysis  of  the 
present  statutes  which  have  application  to  carriage  of  petroleum 
products  by  pipelines. 
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I  have  some  problems  as  to  exactly  what  that  authority  is  because, 
as  1  read  the  title  18  section  that  you  referred  to  on  explosives,  there 
is  a  narrow  definition  of  interstate  and  foreign  commerce  in  the  first 
place,  and  there  are  many  provisions  in  there,  limited  to  carriage  by 
land. 

I  would  appreciate  it  if  the  Department  could  furnish  us  with  a 
detailed  analysis  of  the  statutes  presently  existing. 

Mr.  DeCain.  We  will  do  that. 

Mr.  Heyward.  You  refer  to  regulations  which  are  binding. 

If  you  could  cite  those  regulations,  if  there  are  any  covering  this 
areas,  we  would  appreciate  it. 

Mr.  DeCain.  Yes,  sir,  we  will  do  that  as  well. 

[The  information  follows :] 

Current  Applicable  Pipeline  Regulations 

Section  834(a)  of  the  Explosives  and  Other  Dangerous  Articles  Act  (18  USC 
831-835),  as  amended  by  the  Department  of  Transportation  Act  (49  USC 
1651-1659),  authorizes  the  Department  of  Transportation  to  ".  .  .  formulate 
regulations  for  the  safe  transportation  within  the  United  States  of  explosives 
and  other  dangerous  articles,  including  .  .  .  flammable  liquids  .  .  .  which  shall 
be  binding  on  all  carriers  engaged  in  interstate  or  foreign  commerce  which 
transport  .  .  .  dangerous  articles  by  land  .  ..."  A  "carrier"  is  defined  in  Sec- 
tion 831  of  that  Act  (as  amended  in  1965)  to  mean  ".  .  .  any  person  engaged 
in  the  transportation  of  .  .  .  property  by  land  as  a  common,  contract  or  private 
carrier  ...  as  those  terms  are  used  in  the  Interstate  Commerce  Act,  as 
amended  .  .  .  ."  The  legislative  history  of  the  1965  amendment  to  this  Section, 
which  deleted  the  words  "other  than  pipelines"  from  the  definition  of  a  "car- 
rier", states  that  the  purpose  of  the  bill  was  to  restore  to  the  ICC  specific 
statutory  authority  and  responsibility  for  the  safety  regulation  of  all  pipelines 
other  than  those  used  for  the  transmission  of  water  and  gas,  operating  in 
interstate  commerce.  (House  Report  No.  588,  89th  Cong.,  1st  Sess.).  The  trans- 
portation of  an  article  by  pipeline  located  beneath  the  navigable  waters  of  the 
United  States  or  located  upon  the  Outer  Continental  Shelf  of  the  United 
States  is  deemed  to  be  transportation  by  land  of  that  article  for  purposes  of 
the  Explosives  and  Other  Dangerous  Articles  Act. 

Dangerous  articles  are  deemed  to  be  in  transportation  "within  the  United 
States"  when  they  are  transported  within  the  "seaward  boundary"  of  each 
coastal  State  as  defined  in  Section  1312  of  the  Submerged  Lands  Act  (43  USC 
1301-1315).  The  net  effect  of  that  Act  has  been  to  extend  the  beach  three 
miles  so  that  the  transi>ortation  by  pipeline  within  the  seaward  boundary  of  a 
State  may  still  be  considered  as  transportation  "by  land"  the  same  as  if  the 
pipeline  were  located  on  dry  land.  In  addition,  Section  1333(a)  of  the  Outer 
Continental  Shelf  Lands  Act  (43  USC  1331-1343)  extends  the  "Constitution 
and  laws  ...  of  the  United  States  ...  to  the  subsoil  and  seabed  of  the  Outer 
Continental  Shelf  and  to  all  artificial  islands  and  fixed  structures  which  may 
be  erected  thereon  for  the  purpose  of  .  .  .  transporting  resources  therefrom,  to 
the  same  extent  as  if  the  Outer  Continental  Shelf  were  an  area  of  exclusive 
Federal  jurisdiction  located  within  a  State  .  .  .  ."  (Emphasis  supplied) 

These  Sections  serve  to  extend  the  applicability  of  safety  regulations  pro- 
mulgated by  the  Secretary  of  Transportation  pursuant  to  the  authority  con- 
tained in  Section  834(a)  of  the  Explosives  and  Other  Dangerous  Materials  Act 
to  the  limits  of  the  Outer  Continental  Shelf.  The  OflSce  of  Pipeline  Safety 
under  authority  delegated  to  it  by  the  Secretary  of  Transportation  has  issued 
safety  regulations  relating  to  the  "design,  construction  testing,  operation  and 
maintenance  of  liquid  pipelines  and  pipeline  facilities  when  located  within  the 
limits  of  the  Outer  Continental  Shelf  and  utilized  by  carriers  engaged  in  the 
transportation  of  explosives  and  dangerous  articles  in  interstate  or  foreign 
commerce.  (49  CFR  Part  195). 

The  Oflice  of  Pipeline  Safety  is  also  working  in  conjunction  with  the  EPA  to 
develop  regulations  designed  to  prevent  oil  discharges  from  pipelines  located 
within  the  navigable  waters  of  the  United  States. 
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The  Chairman.  Any  other  questions? 

[No  response.] 

The  Chairman.  Thank  you,  gentlemen,  for  helping  us.  The  staff 
will  forward  additional  questions  for  your  prompt  reply.  With  that, 
the  committee  stands  in  recess  until  10  o'clock  tomorrow  morning. 

[The  questions  submitted  to  Mr.  Court  and  answers  supplied  thereto 
follow :] 

EPA  Responses  to  Questions  on  Deepwater  Ports 

Question  1.  Provide  a  detailed  listing  and  analysis  of  all  the  laws  and  pro- 
grams administered  by  the  Environmental  Protection  Agency  which  would  have 
impact  upon  or  be  affected  by  enactment  of  H.R.  7501  or  svmilar  legislation.  In- 
dicate which,  if  any,  of  these  laws  should  be  specifically  amended,  repealed, 
modified,  or  expanded  in  the  provisions  of  such  legislation. 

Answer.  It  appears  that  there  are  three  statutes  primarily  administered  by 
EPA  which  would  be  affected  by  enactment  of  H.R.  7501,  or  similar  legislation. 
They  are  as  follows  : 

(1)  The  Federal  Water  Pollution  Control  Act,  33  U.S.C.  1251  et  seq.  This 
statute  would  apply  in  its  entirety  to  activities  conducted  at  an  offshore  "super- 
port,"  by  virtue  of  the  provisions  in  section  111  of  H.R.  7501.  Since  the  first 
proviso  of  section  111(b)  (1)  would  empower  the  Administrator  of  EPA  to  act 
in  lieu  of,  or  to  waive  actions  by,  the  several  States ;  matters  like  the  certifica- 
tions under  section  401  or  the  permits  issued  under  section  402  of  the  FWPCA 
would  be  handled  by  the  Administrator. 

Assuming  that  refining  and  processing  of  oil  would  not  occur  in  the  foreseeable 
future  at  a  superport,  the  most  salient  impact  of  the  provisions  of  section  111  of 
H.R.  7501  on  operations  to  be  conducted  at  superports  would  result  from  the  ap- 
plication of  section  311  of  the  Federal  Water  Pollution  Control  Act,  which  deals 
with  discharges  of  oil.  By  virtue  of  section  111,  discharge  by  a  superport  of  oil 
in  quantities  that  leave  a  "visible  sheen,"  etc.,  as  more  fully  described  in  40 
CFR,  part  110,  would  subject  the  owner  or  operator  of  the  facility  to  civil  lia- 
bility under  section.  He  would  also  be  subject,  of  course,  to  reporting  require- 
ments of  that  section,  and  to  the  generally  applicable  regiilations  issued  under 
section  311(j)(l)  (pertaining  to  spill  prevention  and  equipment  requirements, 
etc.). 

(2)  The  Clean  Air  Act,  42  U.S.C.  §  1857c-6  et  seq.  Although  the  Clean  Air 
Act  would,  by  virtue  of  section  111  of  H.R.  7501,  be  applicable  in  its  entirety  to 
activities  undertaken  on  a  superport,  there  would  seem  to  be  no  practical  effect 
attending  this  result,  at  least  as  long  as  there  is  no  industrial  activity,  such  as 
refining  at  a  superport.  If  facilities  erected  on  a  .superport  did  involve  industrial 
activitie.s,  then  as  H.R.  7501  is  presently  written,  they  would  be  subject  to  all  pro- 
visions of  the  Clean  Air  Act.  Although  the  application  of  ambient  air  quality 
standards  under  section  109  and  the  implementation  plan  under  section  110  of  the 
Clean  Air  Act  to  areas  where  there  is  no  population  is  without  precedent,  EPA 
is  concerned  that  future  effects  of  the  diminution  of  air  quality  on  living  or- 
ganisms may  pass  through  the  food  chain  to  the  eventual  detriment  of  human 
health. 

(3)  The  Marine  Protection,  Research  and  Sanctuaries  Act  of  1972,  P.L.  92- 
532.  It  is  not  clear  whether  the  Ocean  Dumping  Act  would  cover  the  transporta- 
tion of  material  from  a  superport.  Section  111(a)  of  H.R.  7501  states  that  laws 
of  the  United  States  shall  apply  to  activities  connected  with  the  operation  and 
use  of  superports  "in  the  same  manner  as  if  the  facilities  were  located  in  the 
navigable  waters  of  the  United  States." 

Applying  this  language  literally,  it  would  seem  that  the  transportation  for 
dumping  of  material  from  a  superport  would  be  subject  to  the  Ocean  Dumping 
Act,  since,  if  the  superport  were  in  fact  in  the  navigable  waters  of  the  United 
States,  it  would  be  impossible  to  posit  a  situation  in  which  such  transportation 
without  a  permit  did  not  violate  the  prohibitions  of  section  101  of  the  Ocean 
Dumping  Act. 

Question  2.  Provide  a  detailed  analysis  of  exactly  what  role  EPA  will  play 
upon  enactment  of  legislation  such  as  H.R.  7501  in  terms  of  federal  agency  re- 
sponsibility, interagency  coordination,  and  regulation  of  construction  and  opera- 
tion of  the  deepwater  port  facility. 
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Answer.  In  addition  to  thie  regulatory  authority  mentioned  in  response  to 
Question  1,  EPA's  role,  upon  enactment  of  legislation  such  as  H.R.  7501,  would 
include  responsibility  to  comment  on  environmental  impact  statements  and  con- 
sulting with  the  Secretary  of  the  Interior,  pursuant  to  section  104(b)  and  104(c), 
with  respect  to  rules  and  regulations  to  be  issued  and  the  information  required 
in  applications  received  by  him. 

Question  3.  Assuming  enactment  of  H.R.  1501  or  similar  legislation,  provide 
a  five-year  cost  estimate  of  EPA,  in  terms  of  monies  and  personnel,  which  would 
he  required  to  implement  EPA's  responsibilities  under  the  Act. 

Answer : 

Five-Year  Cost  Estimate,  H.R.  1501,  Deepwater  Port  Facilities  Act  of  1913 

Fiscal  year  1974 $250,  000 

Fiscal  year  1975 500,000 

Fiscal  year  1976 500,000 

Fiscal  year  1977 500,000 

Fiscal  year  1978 500,000 

The  cost  of  implementing  the  responsibilities  of  the  Environmental  Protection 
Agency  under  the  proposed  legislation  is  as  stated  above.  This  estimate  is 
projected  on  the  basis  of  approximately  3V^  man-years  of  effort  required  in  each 
of  our  seven  sea  coast  regions  to  review  impact  statements  for  proposed  facilities, 
issue  discharge  permits  as  required,  conduct  on-site  surveys  at  site  of  proposed 
facilities,  and  monitor  compliance  with  water  pollution  and  air  pollution  stand- 
ards at  operating  facilities. 

Question  4-  What  sped  fie  environmental  criteria  should  be  included  in  the 
legislation  to  insure  adequate  protection  of  the  marine  environment?  What  spe- 
cific information  and  actions  would  EPA  require  in  the  context  of  a  permit  appli- 
cation in  order  to  properly  evaluate  the  environmental  effects  of  the  construc- 
tion and  operation  of  a  deepwater  port  at  the  site  proposed?  Is  it  contemplated 
that  EPA  would  issue  separate  permits  under  the  provisions  of  other  applicable 
law  in  addition  to  the  EPA  aproval  of  the  permit  application  for  the  deepwater 
port  under  H.R.  1501  or  similar  legislation?  If  so,  innumerate  {sic)  those  sepa- 
rate permits. 

Answer.  The  Interim  Criteria  for  Evaluation  of  Ocean  Dumping  Permits  pub- 
lished in  the  Fedei-al  Register  on  May  16,  1973,  would  apply  for  the  construc- 
tion and  operation  of  deepwater  port  facilities.  These  also  satisfy  the  require- 
ments of  section  403(c)  of  the  FWPCA  as  amended.  Final  regulations  and  cri- 
teria will  be  promulgated  in  the  Federal  Register  in  October  and  will  then  take 
precedent. 

In  addition,  two  pending  International  Conventions  will  have  influence  on 
deepwater  facilities.  These  are  the  Intergovernmental  Maritime  Consultative 
Organization  Convention  which  convened  in  London  in  October,  and  the  Con- 
vention for  the  Prevention  of  Marine  Pollution  by  dumping  of  wastes  and  other 
matter.  The  United  States  Senate  ratified  this  in  August,  and  when  15  other 
nations  have  ratified  it.  it  will  come  into  force.  Our  domestic  regulations  and 
criteria  are  fully  consistent  with  this  Convention. 

As  to  specific  information  required  by  EPA  for  construction  and  operation 
of  deepwater  ports,  section  221  of  the  Interim  Regulations  for  Ocean  Dumping 
explicitly  states  the  material  necessary  for  informed  review.  Sections  227.62 
through  227.65  of  the  Interim  Criteria  specify  the  conditions  which  must  be  met 
for  disposal  of  dredged  material.  An  environmental  assessment  of  the  effects 
of  disposal  of  these  materials  in  a  new  disposal  site  would  be  required.  Much 
of  this  information  would  be  included  in  the  EIS. 

Finally,  the  Agency  does  not  contemplate  the  use  of  additional  separate  per- 
mits at  this  time. 

Question  5.  What  specific  provisions  of  the  Federal  Water  Pollution  Control 
Act  and  the  Clean  Air  Act  would  extend  to  the  construction  and  operation  of 
deeptvater  ports. 

Answer.  All  provisions  of  the  FWPCA  and  the  Clean  Air  Act  would  extend 
to  the  construction  and  operation  of  deepwater  ports,  although  some  are  speci- 
fied in  section  111  of  H.R.  7501,  apparently  for  ease  of  reference. 

Question  6.  What  United  States  environmental  protection  laws  should  and 
could  be  extended  to  foreign-flag  vessels  utilizing  a  U.S.  deepwater  port  located 
on  the  high  seas  outside  of  the  U.S.  territorial  sea  <ind  contiguous  zone? 
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Answer.  It  appears  that  the  question  of  environmental  protection  laws  ap- 
plicable to  foreign  flag  vessels  on  the  high  seas  should  be  resolved  in  the  con- 
text of  the  renegotiation  of  the  IMCO  Convention  of  this  year.  Although  it  is 
unclear  at  this  time  how  these  negotiations  will  come  out,  it  would  seem  reason- 
able that  a  superport  licensed  under  H.R.  7501  should  be  treated,  for  purposes 
of  operating  discharges  from  tankers,  just  as  a  U.S.  port  would  be. 

Question  7.  What  provisions  of  the  Ocean  Dumping  Aet  should  apply  to  a 
deepwater  port  located  on  the  high  seas? 

Answer.  All  provisions  of  the  Ocean  Dumping  Act  should  apply  to  a  deep- 
water  port  located  on  the  high  seas,  assuming  that  the  United  States  has  juris- 
diction by  virtue  of  H.R.  7501  or  similar  legislation.  The  Ocean  Dumping  Treaty 
requires,  in  Article  VII(l)(c),  that  each  party"  apply  the  measures  required 
to  implement  the  present  Convention  to  all  fixed  or  floating  platforms  under  its 
jurisdiction."  Although  we  are  unsure  how  narrow  an  interpretation  this  lan- 
guage can  tolerate,  it  would  require  at  a  minimum  that  the  United  States  pro- 
hibit dumping  by  a  superport.  In  addition,  it  may  also  require  the  United  States 
to  apply  the  Ocean  Dumping  Act  to  material  transported  from  a  superport ; 
and  in  fact,  such  jurisdiction  would  seem  to  be  the  necessary  outgrowth  of 
section  111  of  H.R.  7501.  In  any  event,  it  would  seem  that  the  United  States 
should,  in  view  of  Principle  21  of  the  Stockholm  Declaration,  control  discharges 
from,  or  originating  at,  superports,  and  the  Ocean  Dumping  Act  would  appear 
to  be  an  appropriate  mechanism  for  such  control. 

Question  8.  Would  EPA  favor  or  oppose  provisions  in  H.R.  7501  or  similar 
legislation  which  would  provide  for  increased  financial  liability  to  those  re- 
sponsible for  an  oil  spill  at  a  U.S.  deepivater  port  on  the  high  seas,  or  does  EPA 
feel  existing  domestic  and  international  levels  of  liability  are  adequate  to  protect 
the  public  interest?  Provide  appropriate  rationale  for  your  response.  In  this  cmi- 
text,  supply  for  the  record  a  detailed  analysis  of  the  extent  and  type  of  liability 
for  all  parties  involved,  including  the  Federal  and  State  governments,  in  an  oil 
spill  at  a  deepivater  port  located  withiii  three  miles  and  for  one  located  on  the 
high  seas  by  a  foreign-flag  vessel  and  also  by  a  U:S.-flag  vessel. 

Answer.  The  Environmental  Protection  Agency  would  not  oppose  increased 
financial  responsility  for  oil  spill  cleanup  at  a  U.S.  superport  if  the  spill  originated 
from  the  facility.  One  should  note,  however,  that  the  provisions  of  Section  311(f) 
of  P.L.  92-500  establish  a  limit  of  $8  million  for  oil  discharge  removal  at  fixed 
onshore  or  offshore  facilities.  This  limit  appears  reasonable  at  this  time.  Several 
States,  e.g.  California,  Florida,  Maine,  Maryland,  Massachusetts,  and  Washing- 
ton, presently  do  not  limit  liability  for  spills  occurring  within  the  territorial  sea, 
requiring  instead,  removal  of  the  discharge  to  the  satisfaction  of  the  State.  The 
concept  of  total  or  strict  liability  is  now  being  challenged  in  several  courts. 

The  Agency  favors  increased  liability  provisions  pertaining  to  vessels.  Under 
.section  311(f)  (1)  of  the  FWPCA  as  amended,  the  owner  or  operator  of  a  vessel 
of  3(K)  gross  tons  or  larger  has  limited  liability  for  discharges  in  the  amount  of 
$100  per  gross  ton  or  $14  million  whichever  is  less.  These  limits  apply  unless  the 
United  States  can  show  that  the  discharge  was  the  result  of  willful  negligence 
or  willful  misconduct  within  the  knowledge  and  priority  of  the  owner  or  operator, 
in  which  case  the  owner  or  operator  shall  be  liable  for  the  full  cost  of  removal. 
The  result  of  all  this  is  that  when  we  are  dealing  with  ships  in  the  350  to  500  dwt 
class  the  $100  per  gross  ton  limitation  is  not  sufficient  coverage. 

Beyond  the  navigable  waters  of  the  United  States,  the  liability  provisions  of 
the  International  Convention  on  Civil  Liability  for  Oil  Pollution  Damage,  1969, 
will  when  it  comes  into  force  limit  the  liability  of  vessel  owners  to  2,000  francs 
($460.00)  for  each  ton  of  the  ships  tonnage  or  210  million  franks  ($46  million) 
whichever  is  less,  for  pollution  damage  to  the  territory  of  a  nation  including  the 
territorial  sea. 

Question  9.  Is  it  contemplated  by  EPA  that  the  recently  revised  National  Oil 
and  Hazardous  Substances  Pollution  Contingency  Plan  would  be  applicable  to  a 
deepwater  port  constructed  on  the  high  seas?  If  so,  provide  reasoning  for  such 
extension,  to  include  analysis  of  applicable  domestic  and  international  laws.  {\See 
§  1513.3  of  the  Plan  re  geographical  area  of  coverage  for  the  Plan.) 

Answer.  This  Agency  would  expect  that  the  National  Oil  and  Hazardous  Sub- 
stances Pollution  Contingency  Plan  (40  CFR  1510)  would  be  followed  in  the 
event  of  a  spill  from  an  offshore  deepwater  port.  This  premise  is  based  upon 
the  following : 

1.  The  National  Contingency  Plan  provides  a  readymade  framework  for  co- 
ordinating Federal  agency  oil  spill  removal  actions. 
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2.  The  Federal  agencies  primarily  concerned  with  offshore  deepwater  port 
facilities,  I'.S.  Department  of  the  Interior,  Department  of  Transportation 
(USCG),  the  Department  of  Commerce  (NOAA),  the  Department  of  Defense, 
and  EPA  are  also  the  primary  agencies  identified  under  §  1510.5(p)  of  the  Na- 
tional Contingency  Plan.  Accordingly,  development  of  a  Federal  plan  to  cover 
spills  from  offshore  terminals  would  be  an  unnecessary  duplication  of  effort  and 
expenditure  of  Federal  resources  ;  and 

3.  There  would  undoubtedly  be  instances  when  spills  from  offshore  terminals 
would  pose  a  potential  threat  to  the  territorial  seas,  shoreface  and  shelf-bottom. 
Hence,  the  National  Contingency  Plan  could  be  implemented  in  accordance  with 
§  1510.3(a).  We  have  reviewed  many  of  the  domestic  laws  and  regulations,  and 
international  treaties  that  could  bear  on  this  qusetion.  We  have  found  none 
with  provisions  comparable  to  Sec.  311(c),  P.L.  92-500,  which  authorizes  Federal 
removal  of  oil  and  hazardous  substances  and  directs  the  preparation  and  imple- 
mentation of  National  Contingency  Plan. 

Question  10.  Provide  a  detailed  analysis  of  the  role  ivhich  EPA  would  play, 
in  the  context  of  H.R.  7501  or  similar  legislation,  in  relation  to  the  landward 
side  impact   surrounding   the  construction   and   operation  of  deepwater  ports. 

Answer.  EPA  would  again  play  a  review  and  commenting  role  in  relation  to 
the  landward  side  impact  of  Federal  actions  surrounding  the  construction  and 
operation  of  deepwater  ports.  This  would  include  the  review  and  comment  on 
environmental  impact  statements  prepared  in  connection  with  Federal  projects, 
grants,  loans,  licenses,  or  permits  which  may  be  involved  in  landward  develop- 
ment. For  example,  EPA  would  review  impact  statements  prepared  by  the 
States  on  their  coastal  zone  management  programs  under  the  Coastal  Zone  Man- 
agement Act  of  1972.  In  addition,  EPA  would  review  and  comment  on  Corps  of 
Engineers'  operations  and  maintenance  dredging  and  permit  applications  for 
work  in  navigable  waters  which  may  be  required  for  landward  side  development. 
EPA's  responsibility  under  section  309  of  the  Clean  Air  Act  would  provide 
for  review  and  comment  on  other  matters  relating  to  the  duties  and  respon- 
sibilities of  the  Administrator  in  connection  with  landward  side  impacts. 

[Whereupon,  at  12:07  p.m.,  the  committee  recessed,  to  reconvene 
at  10  a.m.,  Tuesday,  June  26, 1973.] 


OFFSHORE  PORTS  AND  TERMINALS 


TUESDAY,   JUNE  26,   1973 

House  of  Representatives 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington^  B.C. 

The  committee  met,  pursuant  to  recess,  at  10:10  a.m.,  in  room 
1334,  Longworth  House  Office  Building,  Hon.  Leonor  K.  Sullivan, 
chairman,  presiding. 

The  Chairman.  The  committee  will  come  to  order. 

We  are  going  to  get  started,  and  I  am  sure  the  other  members  will 
come  in  as  soon  as  they  can.  I  must  make  an  excuse  for  the  Republi- 
can side.  They  are  having  a  conference  this  morning,  so  some  of 
them  will  be  delayed. 

This  is  a  continuation  of  our  hearing  concerning  offshore  ports 
and  terminals.  We,  on  the  committee,  are  trying  to  learn  all  we  can, 
not  only  of  the  need,  but  the  possibilities  of  building  these  ports, 
and  trying  to  settle  some  of  our  problems  on  oil  imports. 

This  morning  we  have  three  witnesses  scheduled,  Mr.  William  B. 
Read,  president,  LOOP,  Inc.,  that  is  the  Louisiana  Offshore  Oil 
Port;  Mr.  J.  E.  Arnold,  Phillips  Petroleum  Co.,  chairman,  SEA- 
DOCK  Public  Affairs  Committee;  and  the  Honorable  Wallace  H. 
Johnson,  Assistant  Attorney  General  of  Land  and  Natural 
Resources  Division,  U.S.  Department  of  Justice. 

I  am  going  to  ask  two  of  you  gentlemen  to  come  to  the  witness 
table  together,  you  Mr.  Read,  and  you,  Mr.  Arnold,  and  when  we 
are  through  we  will  hear  from  you,  Mr.  Johnson. 

Mr.  Read  and  Mr.  Arnold,  I  know  you  have  attached  to  your 
statement  quite  a  bit  of  detail,  and  we  want  to  hear  everything  that 
we  possibly  can  about  the  problem. 

I  do  not  know  that  you  have  to  read  every  word,  but  the  entire 
thing  will  appear  in  the  record  as  though  you  did  read  it.  If  you 
could  eliminate  as  you  are  reading  some  of  the  less  important  mate- 
rial, and  then  go  on  so  that  we  have  the  full  gist  of  what  you  are 
talking  about,  I  would  appreciate  it. 

At  this  time  I  recognize  Mr.  Read. 

STATEMENT  OF  WILLIAM  B.  READ,  PRESIDENT,  LOOP  INC. 
(LOUISIANA  OFFSHORE  OIL  PORT) 

Mr.  Read.  My  name  is  William  B.  Read,  and  I  am  appearing  this 
morning  in  my  capacity  as  president  of  LOOP  Inc. 

I  would  like  to  thank  the  members  of  the  committee  on  Merchant 
Marine  and  Fisheries  for  the  opportunity  to  appear  before  you  and 
explain  our  project. 
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LOOP  Inc.,  with  offices  in  New  Orleans,  is  a  corporation  formed 
to  design,  finance,  construct  and  operate  a  common  carrier  deep 
draft  crude  oil  tanker  unloading  terminal  in  Gulf  of  Mexico  waters 
off  the  coast  of  Louisiana. 

Formed  in  October  1972,  our  13  stockholders  include  Ashland  Oil, 
Inc.;  Chevron  Pipeline  Co.;  Clark:  Exxon  Pipeline  Co.;  Marathon 
Oil  Co.;  Murphy  Oil  Corp.;  Shell  Oil  Co.;  Tenneco  Oil  Co.; 
Texaco,  Inc.;  the  Toronto  Pipe  Line  Co.;  LTnion  Oil  Co.  of  Califor- 
nia; Clark  Oil  and  Refining  Corp.:  the  Standard  Oil  Co.  (Ohio); 
and  Texas  Eastern  Transmission  Corp.  Additional  shareholders  may 
join  through  the  completion  of  our  engineering  design. 

Our  staff  of  19  includes  11  professional  engineers  experienced  in 
the  various  disciplines  involved  in  the  design,  installation,  and  oper- 
ation of  deep  draft  terminal  facilities.  We  are  presently  involved  in 
the  design  phase  of  our  proposed  project.  Our  staff  efforts  are  being 
complemented  by  a  number  of  advisory  committee  composed  of  rep- 
resentatives of  shareholder  companies  and  engineering  contractors. 
We  will  complete  the  design  work  necessary  for  an  application  for 
an  offshore  oil  terminal  by  the  end  of  this  summer. 

In  this  regard,  I  submit  for  the  record  of  this  hearing  a  copy  of 
the  Louisiana  offshore  oil  port  feasibility  study  completed  in  June 
1972  and  presently  being  updated  by  our  engineering  group. 

The  Chairman.  Without  objection  it  will  be  made  a  part  of  the 
full  record.  We  will  have  the  staff  look  into  that, 

[The  document  referred  to  follows :] 
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LOUISIANA  OFFSORE  OIL  PORT  FEASIBILITY  STUDY 

INTRODUCTION 

Purpose    <■ 

On  February  1,  1972  a  study  team  was  organized  and  staffed  by  the  companies 
for  the  purpose  of  determining  the  feasible  and  econonnc  methods  to  handle 
large  volumes  of  future  import  oil  from  large  tankers  into  the  existing 
crude  oil  facilities  in  Southern  Louisiana. 

Objectives 

The  study  team  was  to  investigate  sites,  type  facilities,  pipeline  routes, 
necessary  permits  for  construction,  and  to  develop  investments  for  various 
levels  of  operation. 
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BACKGROUND 


The  energy  forecasts  of  the  oil  industry  and  of  Federal  agencies  show  a  de- 
mand for  oil  imports  of  more  than  12  million  barrels  per  day  by  1985. 
About  75% '^of  such  imports  are  expected  to  come  from  the  Eastern  Hemisphere, 
specifically  the  Middle  East  and  Africa. 

The  two  major  refinery  centers  of  the  Gulf  Coast,  Louisiana  and  Texas,  supply 
about  one-third  of  the  U.  S.  oil  and  oil  products  and  will  require  their 
share  of  the  imports.  The  demand  of  Louisiana  area  refineries  and  the  large 
Capline  pipeline  system  to  the  crude  deficit  Midwest  indicate  the  need  for 
a  large  Southern  Louisiana  terminal  for  the  unloading  of  tankers. 

The  most  efficient  transportation  of  import  oil  v«s  considered  to  be  tankers 
of  200,000  dead  weight  tons  and  larger  unloaded  at  a  deep  water  port  on  the 
Louisiana  Coast  with  pipeline  distribution  from  the  port. 


Criteria 

The  study  criteria  for  a  South  Louisiana  tanker  unloading  terminal  was  con- 
sidered in  two  parts:  the  design  basis  and  the  economic  parameters.  The  de- 
sign basis  includes  the  site  selections,  type  facilities  and  alternate  in- 
vestigations. The  economic  parameters  include  the  volumes  to  be  throughput 
and  the  investment,  operating  expense  and  cash  flow  assumptions. 

The  design  bases  were  established  as: 

1.  ships  of  up  to  500,000  dead  weight  tons  requiring  over  100 
feet  of  water  depth  to  be  unloaded  at  up  to  100,000  barrels 
per  hour  rates 

2.  up  to  eleven  different  crude  segregations  for  determining 
required  receipt  storage 

3.  the  majority  of  the  throughput  to  be  delivered  to  St.  James, 
Louisiana  (75%  assumed)  and  remaining  deliveries  to  be  made  to 
other  pipelines  from  the  coastal  terminal 

4.  related  investigations  of  loading  facilities  for  ship  bunkers 
and  for  transhipment  to  other  coastal  refinery  centers. 

The  potential  throughput  of  oil  volumes  were  determined  from  published  oil 
industry  and  government  agency  forecasts  to  be  between  one  and  four  mil- 
lion barrels  per  day.  This  range  of  potential  throughputs  was  compared 
to  possible  project  facility  increments  to  establish  three  primary  through- 
put cases  within  the  range,  1.67,  2.69  and  3.75  million  barrels  per  day. 
The  uncertainties  and  possible  delays  of  terminals  or  supply  facilities 
at  other  coastal  locations  indicated  that  the  buildup  rate  of  potential 
throughout  might  vary  frcn  c   winiir.ur.  of  200  thousand  barrels  per  day  per 
year  to  a  maximum  of  500  thou-.and  barrels  per  day  per  year--the  200  being 
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market  growth  of  Louisiana  area  refineries  and  the  500  being  market  growth 
of  PAD  II  and  III.  An  intermediate  buildup  rate  of  300  thousand  barrels 
per  day  per  year  was  included  for  sensitivity  purposes,  hence  three  build- 
up rates  for  three  potential  ultimate  throughputs  to  establish  nine  pos- 
sible ca^e  comparisons  (Appendix  2-1).  The  nine  combinations,  as  shown  be- 
low, are  Expected  to  encompass  the  industry  outlook  of  any  participating 
company  for  the  purpose  of  budget  analysis. 


^  TH0US4KD   e»RB£LS   Ptft  0*T  PCB   litfl-^ 

500                     300                             200 
/                             / 
■  -^ 3  75 


1970 


1960  1985  1990 

20T£»a   PROJICT    LIFE  


HBPD 

4 


The  assumptions  regarding  the  study  capital  investment  requirements  may 
be  summarized  as  follows/ 

1.  Engineering,  supervision  and  inspection  at  5%  of  estiin.ites 

2.  Contingency  and  working  capital  at  10%  of  estimates 

3.  All  equipment  to  be  purchased  and  owned  including  marine  vessels 

4.  Escalation  at  4%  per  year  from  1972. 
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CONCLUSIONS 


The  followinq  paraqrpahs  reqardinq  site  selections,  selected  facilities, 
investments,  time  schedule,  orqanization,  permit  requirements  and  related 
investiqations  are  summary  in  nature.  The  details  of  each  are  discussed 
and  shown  in  the  individual  report  sections  and  the  charts  of  the  Appendix. 


Site  Selection 

Sites  v/ere  considered  alonq  the  entire  eastern  Louisiana  Coastal  area  in 
which  the  100  to  120  feet  of  water  depth  is  within  a  reasonable  distance 
of  the  shore  from  Breton  Sound  to  the  east  of  the  Mississippi  River  to 
Timbalier  Bay  on  the  west.  In  qeneral ,  the  qrant  Isle  Area  offshore  site 
and  the  LaFourche  Parish  onshore  site  were  selected  by  the  process  of 
elimination.  These  sites  result  in  the  least  environmental  effects,  the 
best  soil  conditions,  least  navigation  hazards  and  the  least  overall  pro- 
,iect  cost. 


Facilities 

Both  fixed  pier  sea  island  platforms  and  sinqle  point  moorinqs  (SPMs)  were 
considered  for  ship  berths,  but  a  study  of  weather  and  sea  conditions  in- 
dicated that  the  only  feasible  alternative  is  SPMs.  The  weather  outage  of 
the  sea  island  was  estimated  to  exceed  50%  of  the  time  due  to  high  sea  con- 
ditions. 

A  platform  for  booster  pumps  and  receipt  meters  is  required  due  to  the  dis- 
tance offshore.  East  SPM  would  be  spaced  about  one  mile  from  the  platform 
and  in  a  circle  with  one  mile  between  each  SPM.  It  was  found  that  one  added 
SPM  can  be  justified  about  the  number  of  pipelines  to  shore;  hence,  each 
SPM  would  be  manifolded  on  the  platform  to  each  pipeline  to  shore. 

The  optimum  size  pipelines  from  the  SPMs  to  the  platform  and  from  the  plat- 
form to  the  onshore  terminal  of  about  21  miles  length  were  very  close  be- 
tween 42"  and  48"  sizes.  This  study  assumes  them  to  be  48",  but  this 
should  be  examined  more  closely  in  the  desiqn  phase. 

The  onshore  terminal  site  is  approximately  1600  acres.  The  terms  of  a  four 
month  option  and  30  year  lease  aqreement  have  been  agreed  to  and  are  beinq 
processed.  The  terminal  storage  would  consist  of  54  to  99  five  hundred 
thousand  barrel  tanks  (300'  diameter  and  40'  hiqh)  with  each  four  tanks  con- 
tained in  one  firewall.  Each  tank  is  assumed  to  have  separate  tank  lines  with 
full  drain  sumps  for  complete  turnover  of  separate  crude  segregations. 

The  terminal  v.ould  include  receipt  and  delivery  meters,  system  control  build- 
ing, mainteiiuiice  facilities,  treating  and  holding  ponds  for  water  treating, 
small  boat  harbor,  fire  portection  system  and  necessary  power  and  communica- 
tions. 
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The  pipeline  to  St.  James  of  78  miles  will  require  two  pump  stations  and 
several  delivery  stations  en  route  and  at  St.  James.  The  optimum  size  pipe- 
line depends  on  the  selected  throughput  case.  The  facilities  may  be  sum- 
marized as  follows  for  each  ultimate  volume  case: 

C_asi,e    Number    Number    48"  lines    Number    St.  James 
MBPD     SPMs     Platforms    to  shore     Tanks     Pi  pel ine 

1.67      3         2  2        54        42" 

2.69      4         2  3        78        48" 

3.75      5         3  4        99        54" 

The  second  platform  is  for  crew  quarters.  The  third  offshore  platform  is  as- 
sumed to  be  justified  from  delayed  construction  and  for  safety  and  security 
reasons  to  separate  the  four  systems  on  two  equipment  platforms  in  the  maxi- 
mum case. 


Investments 


The  following  table  sunwarizes  the  investment  estimates  for  each  of  the  ul- 
timate throughput  cases  for  both  the  unloading  terminal  and  the  St.  James 
pipeline  in  1972  dollars.  The  buildup  rate  sensitivities  will  result  in 
these  estimates  being  spread  over  a  various  number  of  years  with  the  assumed 
4%  per  year  escalation  resulting  in  much  larger  costs  at  the  time  of  expen- 
diture. These  estimates  are  covered  in  more  detail  within  the  specific 
sections  of  this  report  and  the  year  by  year  total  investments  for  each  case 
are  tabled  in  Appendix  3-1  and  3-2. 


Investments,  M$ 

Case,  MBPD 

1.67 

2.69 

3.75 

Marine      -  Berths/ 

-  Pipelines 

-  Platforms 
Terminal   -  Storage 

-  Controls  &  Support- 
Contingency  &  Working  Capital 

$  9.6 
40.8 
16.3 

86.9 

7.3 

16.2 

$12.3 

60.6 

20.1 

126.4 

8.8 

22.8 

$15.0 
84.1 
29.1 

161.0 
10.0 
2".  1 

Total  Marine  &  Terminal,  1972$ 
As  Expended 

$177.6 
$207-216 

$251.0 
$301-333 

$329.1 
$407-479 

St.   James  Pipeline 
Contingency  f<  Working  Capital 

46.4 
4.5 

55.5 
5.6 

63.1 
6.8 

Total   St.   James  Pipeline,   1972$ 
As  Exoended 

S   51.0 
$58-59 

$  61.1 
$70-72 

$  74.9 
$87-90 

Total  LOOP  Investment,  1972$    $220.6      $312.1      $404.0 
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Organization 

It  is  assumed 
agency  operati 
same  orgaaizat 
not  be  delayed 
nucleus  design 
companies.  Th 
personnel  as  p 
agency  as  proj 
ing  phases.  I 
structed  and  o 


that  the  project  will  either  be  a  separate  corporation  or  an 
on  by  a  corporate  entity,  either  requiring  approximately  the 
ion.  It  is  further  assumed  that  the  design  organization  will 
by  corporate  agreements,  but  that  upon  budget  approval,  a 
team  will  be  established  immediately  from  the  participating 
is  nucleus  should,  to  the  extent  possible,  include  as  many 
ractical  which  can  be  permanent  employees  of  the  corporation  or 
ect  management  throughout  the  design,  construction  and  operat- 
t  is  also  assumed  that  the  St.  James  pipeline  will  be  con- 
perated  by  the  same  entity. 


The  following  table  shows  estimates  of  the  total  number  of  personnel  required 
for  each  project  phase  by  functional  responsibilities.  The  number  required 
during  one  phase  is  not  necessarily  inclusive  of  another  phase  since  each 
phase  may  require  different  personnel  and  talents.  Also,  the  total  operat- 
ing personnel  of  the  three  throughput  cases  are  based  on  the  ultimate  through- 
put volumes  and  may  be  less  in  the  early  years  during  buildup. 


Operating  Case,  HBPD 


Function* 

Design 

Constr. 

1.57 

2.69 

3.75 

Management 

24 

30 

28 

30 

32 

Planning 

5 

4 

6 

7 

8 

Employee  Relations 

5 

7 

7 

8 

9 

Financial 

9 

15 

18 

20 

22 

Purchasing 

5 

8 

3 

3 

3 

Engineering 

39 

25 

16 

17 

18 

Oil  Movements 

1 

2 

4 

4 

4 

Legal  Affairs  &  Tax 

'       4 

4 

5 

5 

5 

Public  Affairs 

2 

3 

3 

3 

3 

Right-of-Way 

3 

3 

2 

2 

2 

General    Services 

1 

2 

3 

3 

3 

Operations-Offshore 

2 

70** 

101 

120 

142 

-Onshore 

3 

60** 

57 

60 

64 

Total 


103 


233 


253 


282 


315 


*  Includes  clerical  and  secretaries 
**  Includes  operating  personnel  in  training 


Permit  Requirements 

The  primary  permitting  agency  for  the  entire  project  is  expected  to  be  the 
Department  of  Interior's  Bureau  of  Land  Management  rather  than  the  Corp  of 
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Engineers.  It  seems  that  they  have  been  given  the  responsibility  of  environ- 
mental impact  statements  for  all  offshore  and  coastal  zone  areas  in  South 
Louisiana.  BLM  lawyers  have  preliminarily  indicated  that  they  can  adn  will 
take  jurisdiction  of  our  port  in  international  waters  thereby  assuming  it 
to  be  included  in  the  international  agreements  regarding  natural  resources. 

Other  Federal  agencies  such  as  Corp  of  Engineers,  Department  of  Transporta- 
tion (Coast  Guard),  Maritime  Affairs  and  the  Environmental  Protection  Agency 
would  be  expected  to  review  and  comment  on  the  permit  application  to  BLM. 

Several  Louisiana  agencies  would  be  expected  to  issue  actual  permits  such  as 
the  LaFourche  Parish  Police  Jury,  State  Land  Office  and  State  Highway  De- 
partment for  the  crossings  of  state  waters,  navigable  waters  and  roads. 
Other  agencies  such  as  State  Stream  Control  Commission,  Public  Works  and  the 
Wildlife  &  Fisheries  would  review  and  comment  on  the  primary  permit. 

Environmentally,  the  project  can  be  expected  to  have  problems  with  the  off- 
shore port  area  from  some  shrimpers  and  with  the  St.  James  pipeline  route 
regarding  new  permanent  pipeline  canals,  but  the  most  concern  appears  to  be 
the  dedication,  filling  and  constructing  of  the  large  onshore  storage  ter- 
minal in  the  valuable  and  unreplaceable  coastal  marshlands  which  serve  as 
spawning  grounds  for  sea  life.  It  is  expected  that  the  project  would  not 
use  over  one-half  of  the  optioned  1600  acre  onshore  site  and  that  most  en- 
vironmental objections  might  be  overcome  by  a  thorough  study  of  which  por- 
tions would  have  the  least  undesirable  effects.  Such  environmental  studies 
of  all  portions  of  the  project  should  be  initiated  at  the  earliest  pos- 
sible date  through  one  or  more  Louisiana  academic  groups  or  individuals. 
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MARINE 

Site  Selection 

The  sites  considered  for  the  feasibility  study  encompass  all  of  the  Louis- 
iana coast  which  is  within  a  reasonable  distance  of  the  90  to  120  foot  water 
depth  contours  as  shown  on  Appendix  5.1.  Beyond  this  section  of  the  Louis- 
iana coast,  to  the  east  or  west,  these  contours  diverge  from  the  shoreline 
at  much  greater  distances. 

Site  No.  2  is  undersirable  because  of  its  proximity  to  oil  producing  opera- 
tions, the  anticipated  difficulty  of  establishing  an  access  fairway,  and 
the  lack  of  a  suitable  shore  terminal  site  in  the  Grand  Isle  and  Barataria 
Bay  areas. 

Sites  No.  4,  near  the  passes  of  the  Mississippi  River,  are  areas  known  for 
their  potential  mud  slides  and  should  be  avoided  where  possible.  Although 
the  sites  are  near  the  shore  line,  the  lengths  of  pipelines  to  a  shore 
terminal  site  would  not  be  shorter  than  required  at  the  other  sites  because 
of  the  need  to  avoid  the  wildlife  and  public  shooting  reserve.  Considering 
the  river  traffic,  there  is  also  potential  for  traffic  congestion. 

Thus,  the  most  attractive  sites  appeared  to  be  Nos.  1  and  3.  These  were 
studied  in  considerable  detail  and  Site  No.  1  was  deemed  the  most  advanta- 
geous in  nearly  all  respects. 

McClelland  Engineers,  Inc.  performed  office  studies  of  the  soil  conditions 
at  Site  Nos.  1  and  3,  both  onshore  and  offshore.  These  indicated  much  bet- 
ter conditions  at  Site  No.  1.  Onshore  soil  conditions  at  Site  No.  3  will 
very  possibly  restrict  tank  heights  to  less  than  40  feet  whereas  tank 
heights  of  40  feet  or  more  appear  possible  at  Site  No.  1.  Offshore  at  Site 
No.  3,  it  is  anticipated  that  extremely  soft  clays  extend  to  a  depth  of  50 
to  100  feet  below  the  mtid  line--a  poor  condition  for  pile  lateral  load  de- 
sign. At  Site  No.  1,  the  clays  are  much  stiffer  and  should  present  no  un- 
usual design  considerations. 

Based  on  discussions  with  A.  H.  Glenn  and  Associates,  it  is  apparent  that 
both  wave  and  current  conditions  will  be  somewhat  more  severe  at  Site  No.  3 
than  at  Site  No.  1.  Site  No.  3  is  more  exposed  from  the  north  through  the 
east  while  Site  No.  1  is  more  exposed  from  the  west  and  southwest.  Since 
winds  from  the  north  through  the  east  quadrant  are  much  more  predominant 
than  winds  from  the  west  and  southwest,  the  wave  conditions  will  be  more 
severe  at  Site  No.  3.  Currents  as  high  as  3-4  knots  with  possible  shear 
currents  have  been  reported  as  conmon  at  Site  No.  3. 

Other  factors  favoring  Site  No.  1  over  Site  No.  3  include: 

1.  shorter  pipeline  distance  to  St.  James;  78  miles  versus  109  miles 

2.  avoidance  of  a  multiple  Mississippi  River  crossing 

3.  avoidance  of  many  oyster  leases  on  pipeline  route  to  St.  James 
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4.  shorter  marine  pipelines;  21  miles  versus  28  miles 

5.  commercial  fishing  interests. 

Site  No.  3  holds  an  advantage  over  Site  No.  1  as  a  traiishipmant  terminal  be- 
cause o-f  its  location  on  the  Mississippi  River.  However,  a  relative  cost 
comparison  of  the  tvra  sites,  considering  all  the  factcs,  revealed  that  Site 
No.  3  would  involve  added  investment  costs  of  44  and  71  million  dollars  for 
the  minimum  and  maximum  throughput  cases  respectively.  Thus,  for  purposes 
of  the  feasibility  study.  Site  No.  1  is  the  basis  for  facility  selection, 
cost  estimates  and  detailed  economics.  The  specific  locations  of  Site  No. 
1  offshore  and  onshore  are  shown  on  Appendices  5-2  and  13-]. 

Marine  Facilities 


The  marine  facilities  contemplated  include  the  mooring  berths,  connecting 
pipelines  to  a  central  booster  pump  and  metering  platform  and  pipelines  to 
shore.  The  general  arrangement  and  location  of  these  facilities  are  shown 
on  Appendices  1-1  and  5-3.  The  primary  facilities  associated  with  each 
throughput  case  are  as  follows: 

Thruput    No.  Berths   No.  Booster  Pumps   No.  Meter  Banks   No.  Lines 
(Million  BPD)  To  Shore 

1.67         3  3  2  2 

2.69     -4  4  3  3 

3.75         5  6  4  4 

The  maximum  throughputs  for  each  size  facility  v/ere  calculated  so  as  not  to 
incur  tanker  demurrage  value  in  excess  of  that  which  would  pay  out  an  added 
berth  and  line.  For  this  purpose  it  was  assumed  that  tankers  arrive  at 
random  and  that  the  required  payout  period  before  taxes  would  be  6  years. 
Berth  occupancies  at  these  maximum  throughputs  range  from  56  percent  in  the 
minimum  case  to  63%  in  the  maximum  case.  Berth  occupancies  are  calculated 
as  a  function  of  available  berth  time  after  allowing  for  weather  and  main- 
tenance outages.  The  relationship  of  tanker  demurrage  value  to  terminal 
throughput  and  facilities  is  shown  on  Appendix  6-1  (and  6-2). 

In  the  3.75  MMBPD  case,  we  have  assumed  that  two  booster  pump  platforms  would 
be  desirable  to  insure  reliability  of  terminal  operation  by  precluding  loss 
of  entire  capability  to  receive  crude  oil  in  the  event  of  a  catastrophic 
platform  fire.  There  is  economic  justification  for  this  approach  which  in- 
volves a  premium  expenditure  of  approximately  $5,000,000  over  the  single  plat- 
form concept  if  the  construction  of  the  second  platform  is  delayed  by  at 
least  three  years.  It  is  also  thought  justified  in  the  high  throughput  case 
because  of  its  importance  relative  to  the  energy  supply  of  the  nation. 

The  berth,  pipeline  and  platform  concepts  are  described  in  the  following 
three  subsections. 


311 


The  design  criteria  and  assumptions  which  were  used  as  a  bc'-.sis  for  the  defi- 
nition of  the  marine  facilities  are  listed  below: 


Tanker  Size 


Unloading  Rates 


Max.  500,000  DV.'T 
Avg.  250,000  DHT 

100,000  BPH  maxir'jn,  limited 
by  pumps  on  tankeis.  Pres- 
sure at  ships  rail  is  125  psig 
at  assumed  rate. 


Required  Mater  Depth 


100  to  120  feet 


Operating  Limits  vs  Type  Facility  -  Fixed  sea  islands  are  not  use- 
able in  seas  over  3  1/2  feet. 
Monobuoys  can  continue  to  hold 
ship  in  berth  and  discharge  in 
seas  to  15  feet.  However,  ships 
cannot  complete  a  rr.ooring  opera- 
tion to  a  monobuoy  in  sees  over 
7  1/2  feet.  The  latter  is  the 
operating  limit  of  Piooring  launches 
(apparent  concensus  of  marine 
experts). 


Tanker  Port  Time 


Maintenance  and  Repairs 


Crude  Segregation 


It  was  assumed  that  the  average 
tanker  would  occupy  a  berth  for 
30  hours  and  would  discharge  to 
shore  for  a  period  of  24  hours. 

Similarly,  it  was  assumed  that 
berths  regardless  of  type  would 
experience  a  10%  outage  due  to 
routine  maintenance  and  repairs. 
(This  assumption  in  particular 
needs  further  study). 

There  shall  be  no  comingling  of 
tanker  cargoes. 


Cost  Estimate 

The  estimated  capital  costs  of  the  marine  facilities  for  each  throughput 
case  are  shown  on  Appendix  7-1 . 
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Project  Schedule  S  Contracting 

The  anticipated  minimum  time  requirenisnts  to  complete  the  various  offshore 
facilities  from  design  through  installation  i<;  shown  on  Appendix  8-1. 
Installation  of  offshore  facilities  is  cone.- itrated  in  the  summer  months 
to  avoid  incurrence  of  excessive  costs  due  to  v/eather  delays.  Based  on  the 
lay  rate  of  48  inch  pipe,  it  is  anticipated  that  only  one  platform  to  shore 
line  can  be  installed  per  offshore  spread  during  a  construction  season.  For 
this  reason,  the  schedule  indicates  the  possible  need  for  laying  one  line  in 
the  summer  of  1975.  It  is  assumed  that  detail  designs  will  be  necessary  for 
permit  application  and  approval  and  therefore  this  item  is  completed  well 
ahead  of  the  time  that  it  would  otherwise  be  required. 

The  number  of  contractors  with  the  capability  of  laying  large  diameter  pipe 
and  installing  large  platforms  is  limited.  To  assure  the  best  competitive 
pricing,  it  is  suggested  that  fabrication  and  installation  of  platforms  be 
contracted  separately.  Potential  bidders  on  fabrication  might  be  Avondale, 
McDermott,  Brown  and  Root  and  Moveable  Offshore.  Installation  may  be  limited 
to  McDermott,  Brown  and  Root  and  perhaps  Mov-jable  Offshore. 
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'i  BERTHS 

1 


The  type  of  berth  facilities  suitable  for  thi?  Louisiana  Offshore  Oil  Port  is 
almost  entirely  a  function  of  the  before  stated  desiyn  criteria  and  assump- 
tions c^nd  the  prevailing  weather  and  oceanographic  conditions.  Therefore,  a 
discussion  of  weather  and  oceanographic  conditions  is  included  in  this  sub-. 
section. 


Weather  and  Oceanographic  Conditions 
Glenn  Study 

A.  H.  Glenn  and  Associates  of  New  Orleans  was  retainpd  to  provide  a  study  of 
prevailing  weather  and  oceanographic  conditions  at  the  proposed  location  of 
the  marine  berths.  The  results  of  this  study  together  with  the  Operating 
Limits  described  under  design  criteria  virtually  eliminated  all  reasonable 
concepts  of  berthing  facilities  other  tiian  sctij  type  of  single  point  mooring. 
This  can  be  seen  by  referring  to  the  Wav3  Heiyiit  Suiniiiary  Chart,  Appendix  9-1, 
Fixed  sea  islands  with  a  limit  of  3  1/2  foot  seas  v;ould  be  out  of  service 
58%  of  the  time  on  an  average  annual  basis,  IQ',',   of  tlie  time  during  the 
average  winter  months  and  possibly  100%  for  a  full  month  every  five  years. 
With  monobuoys,  the  maximum  full  port  outage  exoected  to  recur  every  five 
years  in  any  one  month  would  be  8X.  However,  in  this  same  month  an  outage 
of  35%  would  be  expected  in  terms  of  ability  to  conduct  a  mooring  operation. 

For  purposes  of  the  feasibility  study,  the  simple  monobuoy  concept  was  se- 
lected. There  are  other  types  of  single  point  moorings  which  involve  rota- 
ting platforms  to  eliminate  the  long  floating  hoio.  These  are  much  more 
vulnerable  to  ship  damage  and  their  ability  to  weather  a  hurricane  is  subject 
to  question. 

Glenn's  study  also  revealed  that  such  other  conditions  as  ocean  currents  and 
visibility  will  not  be  significant  factors  in  the  design  or  operability  of 
the  port.  Visibility  of  less  than  1/4  mile  is  expected  less  than  one  percent 
of  the  time.  Ocean  currents  will  rarely  exceed  two  knots  and  are  generally 
less  than  one  knot. 

Some  of  the  data  from  Glenn's  report  most  pertinent  to  operations  is  included 
in  the  Appendix  of  this  report  as  listed  below: 

Description  Appendix  No. ^ 

Table  6:  wind  speed  -  direction  groups:  annual  9-2 

Table  12:  wave  height  -  direction  grouns:  annual  9-3 

Table  13:  wave  period  vs  wave  height  9-4 

Table  14:  normal  tide  characteristics  9-5 

Table  23:  current  speed  -  direction  groups  9-6 

Table  25:  reduced  visibility  9-7 

Fig.  1:   wind  speed:  monthly  9-8 
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Fig.  2 

Fig.  3 

Fig.  4 

Fig.  5: 


wind  direction:  monthly 
wave  heights:  monthly 
occurrence  of  8  foot  waves 
roughest  month  in  5  year  period 
occurrence  of  15  foot  waves 
roughest  month  in  5  year  period 


9-9 

9-10 

9-11 

9-12 


The  significant  wave  height  given  in  the  tables  includes  both  "sea"  and 
"swell".  Significant  wave  height  is  defined  as  the  average  height  of  the 
highest  33  1/3%  of  the  waves  observed  passing  a  stationary  location  during 
a  period  of  observation  of  approximately  20  minutes.  The  height  of  each 
individual  wave  is  measured  as  the  vertical  height  between  the  top  of  the 
wave  crest  and  the  bottom  of  the  adjacent  wave  trough.  The  significant 
wave  height  is  approximately  equivalent  to  a  visual  observers  estimate  of 
the  average  wave  height.  The  higher  waves  in  the  wave  train  are  approxi- 
mately 150%  of  the  significant  wave  height,  but  during  a  long  duration  ob- 
servation (1000  v/aves)  the  highest  wave  expected  is  186%  of  the  signifi- 
cant wave  height.  The  wave  direction  is  defined  as  the  direction  from  which 
the  waves  approach. 

Glenn's  report  also  included  considerable  data  on  storm  winds,  waves  and 
tides  which  will  be  useful  in  final  design  but  are  not  specifically  pertin- 
ent to  this  feasibility  study  and  therefore  have  not  been  included  in  the 
Appendix,   ^ 

Weather  Regime 

The  northern  Gulf  of  Mexico  lies  in  the  boundary  zone  between  the  Northeast 
Trade  Wind  Belt  of  the  Tropics  and  the  zone  of  westerly  flow  of  the  middle 
latitudes.  During  the  surnner  the  area  is  dominated  by  the  Trade  belt  and 
as  a  consequence  the  coastal  regions  experience  a  nearly  constant  southerly 
to  easterly  flow  of  humid  air  onto  shore. 

During  the  winter,  the  belt  of  tropical  air  retreats  generally  southward  and 
masses  of  cold  polar  air  push  southward  periodically.  Squally  weather  may 
accompany  the  front  of  the  cold  air  mass  and  steady  rain  may  develop  over 
portions  of  the  area.  Thirty  to  forty  cold  fronts  can  be  expected  each 
winter.  Fifteen  or  20  of  these  are  accompanied  by  strong  northerly  winds 
of  20  knots  or  more,  called  "northers".  These  occur  between  November  and 
March.  From  one  to  six  severe  northers  with  winds  as  high  as  60  knots  can 
be  expected  from  December  to  February. 

A  typical  weather  sequence  during  the  winter  would  be  as  follows:  from  two 
to  four  days  before  a  cold  front  passes  the  area  the  wind  shifts  to  the 
southeast  quadrant  and  begins  to  intensify,  perhaps  to  IS  to  40  knots.  With 
passage  of  the  front,  the  wind  shifts  within  an  hour  to  a  day,  through 
westerly  directions,  until  it  is  from  the  north.  After  a  few  days,  the  north 
wind  dies  down,  veers  slowly  eastward,  and  the  southeast  wind  again  builds 
up,  thus  completing  the  cycle. 
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The  frequency  and  intensity  of  the  general  wind  pattern  is  reflected  in  the 
wave  action.  During  the  summer,  relatively  low  wind  waves  and  swell  pre- 
dominate from  the  south  and  easterly  directions.  During  the  winter,  wind 
waves  and  swell  are  also  predominant  from  these  directions  preceding  pas- 
sage of  a  cold  front,  but  as  the  wind  veers  with  frontal  passage,  wind  waves 
arrive  from  directions  progressing  from  south  through  west  to  north.  Wind 
waves  generated  by  north  winds  commonly  persist  for  several  days  until  the 
wind  veers  through  east  bacK  to  southeast. 

The  wind  waves  of  greatest  height  are  generated  by  winds  which  immediately 
precede  and  succeed  the  frontal  passage. 

Thunderstorms,  Squalls 
Glenn's  Report 

These  are  localized  wind  storms  associated  with  cumulus  cloud  types.  They 
frequently  cause  short  lived  strong  winds  and  occasionally  cause  sufficiently 
strong  winds  of  long  enough  duration  to  constitute  an  operational  problem. 
These  storms  occur  in  all  months,  although  they  are  most  common  in  the  months 
from  March  through  early  October.  A  typical  summer  thunderstorm  develops 
winds  of  25mph  with  gusts  of  40mph  for  twenty  to  forty  minutes.  However, 
lines  of  thunderstorms  ("line  squall",  "squall  lines")  occasionally  develop 
winds  of  60mph  for  periods  of  30  minutes  to  an  hour.  Funnel  clouds  ("tor- 
nadoes", "water  spouts")  occasionally  develop  over  the  coast  or  offshore  and 
may  cause  winjds  well  in  excess  of  these  described  above.  The  average  oc- 
currence interval  of  severe  winds  in  a  funnel  cloud  at  an  offshore  site  off 
the  Louisiana  Coast  is  greater  than  100  years. 

Hurricanes 

The  hurricane  season  extends  from  June  through  October.  Tropical  cyclones 
are  classified  as  hurricanes  when  sustained  wind  speeds  reach  75  miles  per 
hour.  They  are  classified  as  tropical  storms  when  wind  speeds  are  in  the 
40  to  74mph  range.  The  diameter  of  a  hurricane  wind  system  may  vary  from 
100  to  500  miles  and  the  "eye"  or  calm  center  may  vary  from  four  to  22  miles 
in  diameter. 

Wind  waves  and  swell  generated  by  hurricane  force  winds  are  known  to  reach 
mammoth  proportions.  A  wave  height  of  74  feet  was  measured  at  offshore  plat- 
forms during  hurricane  Camille  in  August  1969. 

In  his  report,  Glenn  indicates  that  an  average  of  one  hurricane  and  1.3  trop- 
ical storms  per  year  will  occur  within  180  nautical  miles  of  the  Louisiana 
coast.  !n  most  cases,  when  a  tropical  cyclone  moves  within  180  miles  of 
the  Louisiana  coast,  precautionary  measures  are  taken  (evacuation  of  person- 
nel ,  movement  of  floating  equipment  to  sheltered  waters,  etc.)  This  data 
seems  to  agree  relatively  well  with  one  company's  experience  where  over  a 
9  year  period  there  were  20  alerr.s,  11  of  which  resulted  in  shut-in  of  off- 
shore oil  producing  facilities.  Shut-in  periods  may  range  from  one  to  five 
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days  with  three  days  being  most  typical.  The  Louisiana  Offshore  Oil  Port 
will  experience  similar  outages  as  the  result  of  hurricanes  and  must  de- 
velop methods  and  procedures  for  the  securing  of  facilities  and  equipment 
and  evacuation  of  offshore  personnel. 

SPM  Design 

As  previously  stated,  the  marine  berths  are  monobuoys  and  may  be  of  either 
the  conventional  catenary  anchored  type  or  the  Esso  Single  Anchor  Leg  Type. 
The  costs  of  each  are  comparable  and  therefore  the  choice  does  not  affect 
the  economics  presented  in  this  report. 

The  location  and  spacing  of  the  buoys  is  shown  on  Appendix  5-3.  The 
spacing  criteria  of  5000  feet  was  reviewed  and  approved  by  the  marine  per- 
sonnel of  the  various  Companies  participating  in  the  study.  This  criteria 
requires  that  each  monobuoy  be  5000  feet  distant  from  any  obstruction, 
whether  it  be  another  buoy,  a  platform  or  shoal  water  (100  foot  depth  contour). 

Details  of  the  Single  Anchor  Leg  Mooring  (SALM)  are  shown  on  Appendix  10-1, 
This  type  of  mooring  is  favored  by  the  study  team  for  installation  in  the 
Gulf  of  Mexico.  It  appears  to  have  more  potential  resistance  to  hurricanes 
than  the  conventional  type  because  the  buoy  is  smaller,  maintains  constant 
tension  on  the  single  anchor  chain  and  rides  through  the  v/aves  rather  than 
over  them.  To  accomodate  the  hurricane  seas,  the  anchorage  system  for  the 
conventional  buoy  would  have  to  allow  for  significant  excursion  of  the  buoy 
and  require  a  long  and  perhaps  unmanageable  length  of  underbuoy  hose.  The 
SALM  has  proven  its  superior  resistance  to  ship  damage  because  the  fluid  and 
anchor  swivels  and  hose  connections  are  near  the  sea  floor. 

The  cargo  hose  system  at  each  buoy  consists  af  a  single  30  inch  diameter 
hose  fitted  with  two,  20  inch  diameter  hoses  at  the  end  that  can  be  handled 
by  the  ship's  gear. 

A  remote  controlled  valve  on  the  end  of  the  pipeline  permits  the  mooring 
base  and  hose  system  to  be  isolated.  This  valve  is  controlled  from  the 
operations  platform. 

Each  buoy  is  equipped  with  two  mooring  lines  each  fitted  with  chafing  chains, 
chain  support  buoys  and  pickup  buoys. 

A  battery  operated  light  and  radar  reflector  are  provided  on  top  of  the  buoy. 
Battery  operated  lights  are  also  spaced  along  the  floating  hose. 

Navigation 

Tankers  will  approach  the  coast  of  Louisiana  in  the  open  seas  of  the  Gulf  of 
Mexico  until  reachinn  the  shipping  safety  fainvays  as  defined  in  the  Code  of 
Federal  Regulations  for  Navigation  and  Navigable  Waters,  Title  33,  Chapter 
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II,  Part  209.135.  Upon  reaching  the  defined  shipping  safety  fairv;ays,  all 
movements  will  be  betv/een  the  rhumb  lines  defining  the  safe  iiavicjoible  areas. 
Final  approach  to  the  offshore  unloading  berths  and  the  l.C'Oh'  anchor jge  area 
will  be  made  along  a  new  shipping  safety  fairv/ay  which  will  extend  from  the 
existing  Mississippi  River  southwest  safety  fairway  to  the  Gulf  safety 
fa  i  rwayv 

Application  will  be  made  for  the  proposed  shipping  safety  fairway  and  an- 
chorage area  under  CFR  33,  Chpt.  II,  Parts  209.135  ar.d  209.3313.  If  granted, 
the  following  Federal  lease  blocks  in  the  Grand  Isle  Area  v.'ill  be  affected 
partially  or  totally  by  the  modification  of  the  Gulf  of  Hi-xico  shipping 
safety  fairways  and  anchorage  areas: 

Block  Numbers 

46 

53,  54,  56,  57,  53 
(See  Appendix  5-2)  65,  66,  68,  69 

78,  79 
80  and  81 

The  BLM  of  the  Interior  Department  and  mineral  leane  holdv.s  should  be  con- 
tacted upon  project  budget  approval  for  confirmation  of  tiic  fairway,  an- 
chorage and  berth  locations. 

The  fairway,  anchorage  area  and  all  structures  built  for  t!ie  port  will  be 
marked  and  lighted  as  approved  by  the  United  States  Coast  Guard.  The  mark- 
ings and  lights  shall  include  warning  buoys,  anchorage'  buoys,  channel  buoys, 
lights,  bells,  horns,  radar  reflectors  and  radio  beacons. 

Operations  &  Maintenance 

The  marine  equipment  and  manpower  necessary  to  the  operation  and  normal  main- 
tenance of  the  berths  and  other  offshore  facilities  are  shewn  on  Appendix  11-1, 

All  vessels  must  be  extremely  seaworthy  craft  considering  the  weather  con- 
ditions and  distance  offshore  of  the  facilities.  The  work  boat  should  be 
equipped  with  a  50  ton  derrick  and  winches  with  sufficient  wire  to  work  to 
depths  of  120  feet.  One  mooring  launch  is  provided  for  each  berth.  This 
will  provide  for  present  day  practice,  wherein  two  mooring  launches  are 
utilized  to  effect  a  mooring;  one  to  hanale  the  mooring  lines  and  one  to 
handle  the  hose  strings.  A  supply  v/ork  boat  is  included  to  assist  in  general 
maintenance  work.  It  should  be  capable  of  carrying  perhaps  three,  30  foot 
lengths  of  hose.  A  crew  boat  is  provided  for  the  transfer  of  shift  personnel. 

For  purpose  of  the  economic  analysis  contained  in  this  study,  it  is  assumed 
that  the  marine  equinirK-nt  is  coii'pany  oi/nod  (included  in  c<ipita1  cost)  and 
that  vessel  crews  are  on  the  company  payroll.  The  general  practice  of 
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comoanies  now  in  offshore  oil  operations  in  the  Gulf  is  cci  lea^e  or  charter 
operated  equipment.  The  choice  requires  further  study,  but  it  should  not 
affect  the  overall  economics. 

The  total  force  required  for  operations  is  based  on  a  12  hour  shift  cycle  of 
seven  days  on  and  seven  days  off.   It  is  assumed  that  tlie  inaintenQnce  for-.e 
is  primarily  a  day  shift  cycle.  It  is  assumed  that  the  average  onboard  time 
per  ship  for  mooring  masters  is  40  hours.  Thus,  for  a  ncrmal  work  schedule, 
a  mooring  master  will  handle  one  ship  per  week.  Allowing  for  vacations, 
training,  and  sickness  the  mooring  master  will  handle  46  ships  per  year. 
In  determining  the  number  of  mooring  masters  required  for  a  given  through- 
put it  is  assumed  that  the  average  cargo  size  is  1,850,000  bbls. 

It  is  assumed  that  the  following  maintenance  procedure  will  be  followed: 

1.  Each  monobuoy  will  be  removed  through  the  fluid  swivel,  taken 
ashore  for  inspection  and  maintenance  and  reinstalled  every 
two  years  on  a  regularly  scheduled  basis. 

2.  Normal  hose  replacement  of  four  sections  per  year  per  buoy. 

3.  Hose  loss  of  50%  per  hurrican  hite  and  a  probability  per  year 
of  0.45  of  a  hurricane  hit. 


Particular  attention  needs  to  be  given  in  design  to  develop  the  utmost  in 
hurricane  resistance  of  the  monobuoy  facility  to  minimize  these  maintenance 
expenses.  Items  which  might  be  studied  include: 

1.  Possibility  of  coiling  the  hose  around  the  buoy  or  developing 
an  offshore  facility  for  reeling  or  otherwise  securing  the 
hose  prior  to  hurricanes. 

2.  Possible  advantage  of  using  float/sink  hose. 

3.  Removal  of  hose  to  a  sheltered  area  on  shore. 

4.  Use  a  shorter  hose  and  permit  bow  loading  only.  This  requires 
outfitting  all  the  tankers  for  bow  loading  at  one  to  five  hun- 
dred thousand  dollars  per  tanker  depending  on  fittings  during 
initial  construction. 


Spill  Controls 

Prevention  of  spills  is  the  primary  and  most  important  form  of  control. 
This  is  a  function  of  design  as  well  as  operating  and  maintenance  practices. 
The  suggested  mode  of  operations  is  such  that  the  hose  will  be  left  full  of 
water  and  pressurized  when  not  in  use.  The  pressure  in  the  hose  will  be 
monitored  to  allow  the  detection  of  leaks  promptly,  and  preclude  the  pos- 
sibility of  putting  oil  into  a  faulty  hose  system.  Furthermore,  should  a 
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leak  develop  in  the  hose  system  when  the  mooring  is  not  in  service,  the  leak 
will  be  water  and  not  oil.  The  above  is  accomplished  by  the  tanker  displac- 
ing the  hose  system  with  water  on  completion  of  cargo  delivery.  The  next 
tanker  initiates  cargo  delivery  in  the  normal  manner,  pushing  the  water  into 
the  terminal  tankage.  This  amount  of  water  represents  less  than  0.062  of 
the  average  size  cargo. 

V 

During  deliveries  the  hose  system  is  inspected  frequently,  with  launches 
and  divers  on  hand  in  the  immediate  vicinity  at  all  times  to  effect  needed 
action.  A  complement  of  divers  is  included  in  the  permanent  operating 
organization  to  perform  regularly  scheduled  inspections  and  maintenance  on 
each  monobuoy  installation. 

Terminal  marine  equipment  will  include  spill  containment  booms,  skimming  de- 
vices, and  dispersion  agents  of  the  most  advanced  type.  These  are  not  de- 
fined in  this  study  because  of  the  strides  being  made  today  in  this  field. 
Today's  choices  will  probably  be  obsolete  by  the  time  this  terminal  is 
readied  for  operation. 
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MARIKt  PIPELINES 

General 

The  marine  pipelines  include  tlis  pipelines  from  the  SPM  berths  to  the  opera- 
tions platform  and  from  the  opcrationf;  platform  to  the  shore  terminal.  De- 
sign flow  rate  of  each  pipeline  is  100,000  BPH  (from  design  criteria)  and 
therefore  "the  economic  line  size  is  relatively  independent  of  terminal 
throughput.  Terminal  throughput  detcrirrines  the  number  of  lines,  not  the  size. 

Based  on  a  present  worth  analysis  covering  20  years  of  operation  at  a  dis- 
count rate  of  10%,  the  economic  line  size  is  48"  for  each  unloading  system. 

With  this  line  size,  the  pumps  onboard  ship  can  discharge  at  a  rate  of  ^0,000 
to  50,000  BPH  in  case  the  pumpi  on  the  platform  are  inoperable.  This  situa- 
tion could  arise  if  the  gas  supply  were  interrupted  due  to  production 
problems  or  gas  pipeline  failure. 

Based  on  recommendations  provided  by  three  pipeline  contracting  firms,  the 
pipe  is  API  5LX-60  with  a  wall  thickness  of  0.500  inches  onshore  and  in 
shallow  water,  increasing  to  0.552  and  0.625  inches  with  increasing  water 
depth.  The  laying  stresses  are  the  determining  factor  in  the  selection  of 
pipe  for  these  lines.  If  a  dif-Terent  specific  gravity  is  selected  in  the 
final  design,  the  pipe  specification  may  change.  One-eighth  inch  of  wall 
thickness  reduction  result  in  a  savings  of  approximately  $13  per  foot. 

The  pipelines  have  a  corrosion  protection  coating  plus  a  concrete  weight 
coating  which  produce  a  specific  gravity  of  1.15  in  sea  water  while  empty. 
This  appears  to  be  a  practical  design  for  a  crude  oil  pipeline.  However, 
this  should  be  studied  and  evaluated  in  detail  during  the  design  phase  of 
the  project  as  the  potential  savings  are   great  but  the  risks  of  laying  a 
light  line  are  also  great. 

Internal  epoxy  lining  is  provided  in  all  the  marine  pipelines  because  of 
the  certainty  that  there  will  be  quantities  of  sea  water  in  the  lines  at 
various  times.  Since  the  lines  are  operated  intermittently,  this  would 
allow  the  sea  water  to  settle  out  and  cause  internal  corrosion  if  the  pipe 
were  not  internally  coated. 

External  cathodic  protection  is  provided  on  all  lines  by  using  zinc  anode 
bracelets  on  1000  foot  spacing  which  will  provide  for  a  40-year  design  life. 
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New  lire  pipe  inspection  is  also  recommended  and  the  cost  included  in  the 
cstinates.  At  this  time,  the  magnetic  particle  inspection  covering  100% 
of  both  the  inside  and  outside  surfaces  of  the  pipe  v^ould  be  the  system  used 
to  detect  flaws  in  the  pipe  that  v/as  not  or  could  not  be  detected  by  normal 
visual  mill  inspection.  By  the  time  this  project  is  constructed,  nev/  pro- 
cedures may  be  available.  This  type  of  inspection  is  used  in  an  attempt 
to  prevent  a  failure  of  the  line  during  the  pressure  test.  The  cost  to  re- 
place one  defective  joint  during  pressure  testing  could  exceed  the  total 
cost  of  the  new  line  pipe  inspection.  Multiple  failures  could  cost  millions 
of  dollars  and  could  delay  ttie  start  of  the  use  of  the  facilities. 

The  construction  season  for  this  large  diameter  pipe  is  June  through  August. 
This  fact  may  be  the  controlling  factor  in  the  total  project  schedule  as 
this  will  be  the  last  item  of  construction  because  of  riser  installations 
at  the  platform. 

SPM  to  Operations  Platform  Pipelines 

Each  SPM  is  connected  to  the  pump  platform  by  a  48  inch  pipeline  that  is  ap- 
proximately one  mile  in  length.  A  bottom  manifold  is  installed  at  the  SPM 
for  hose  connections,  isolation  and  to  provide  a  means  to  run  scrapers, 
spheres  and  internal  line  inspection  equipment.  A  scraper  trap  is  installed 
on  the  riser  at  the  platform  to  receive  the  scrapers,  spheres  and  internal 
inspection  equipment.  These  lines  are  installed  in  100  feet  to  120  feet  of 
water  and  all  equipment  is  ANSI  150. 

Investment  cost  estimate  totals  for  each  line  including  Engineering,  Inspec- 
tion, Supervision,  Contingencies  and  cost  of  working  capital  is  2.1  million 
dollars. 


Operations  Platform  to  Onshore  Terminal  Pipeline 

The  route  of  the  operations  platform  to  the  onshore  terminal  lines  starts  in 
Block  46  of  the  Grand  Isle  Area  and  goes  between  the  Block  41  and  the  Block 
47  oil  fields  and  then  bypasses  the  Bay  Marchand  field  to  the  east  before 
coming  onshore  to  the  terminal  site.  The  route  selection  considered  both 
length  of  line  and  potential  interference  with  existing  oil  operations  and 
facilities.  It  was  not  practical  to  route  the  line  through  the  Bay  Marchand 
field,  which  was  the  shortest  route,  due  to  the  excessive  number  of  exist- 
ing line  crossings  and  the  hazard  of  anchor  damage  to  the  existing  pipelines 
during  the  construction  of  the  new  lines.  The  length  of  each  line  from  the 
platform  to  the  onshore  terminal  is  approximately  21  miles. 

The  route  will  involve  the  crossing  of  three  known  pipelines  offshore;  namely 
two  CAGC  12  inch  lines  and  one  Humble  10  inch  line.  Onshore  there  are  three 
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known  crossings;  namely,  two  Gulf  12  inch  lines  and  one  Cal-ky  20  inch  line. 
For  purposes  of  the  estimate,  it  was  assumed  that  there  will  be  a  total  of 
six  crossings  offshore  ans  six  crossings  onshore  to  allow  fcr  unmapped  flow 
lines,  etc. 

Investment  cost  estimate  total  for  each  line  including  Engineering,  Inspec- 
tion, Supervision,  Contingencies  and  cost  of  working  capital  is  20.3  million 
dollars. 


Cost  Estimates 


Pipe  prices  were  obtained  from  U.  S.  Steel  companies  and  were  based  on  API 
51X-60  pipe.  If  U.  S.  pipe  of  46  inch  diameter  or  larger  is  to  be  purchased, 
it  will  require  two  years  of  lead  time  to  install  the  necessary  facilities 
to  make  the  pipe. 

Three  pipeline  contracting  firms  provided  construction  cost  estimates.  The 
average  of  the  cost  estimates  were  used  in  the  detailed  pipeline  estimates. 
Estimated  costs  of  corrosion  protection  coating  and  concrete  coating  were  ob- 
tained from  a  large  pipeline  coating  firm. 
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PLATFORMS 


General 

Because  of  the  21  mile  distance  offshore,  booster  pumps  on  the  lines  to  shore 
are  clearly  the  economic  choice  as  opposed  to  extremely  large  lines  required 
with  only  the  ships  oumps.  Thus  a  booster  pump  platform  is  required.  In 
addition,  the  platform  serves  as  a  center  of  operations  for  the  marine  facili- 
ties, allows  manifolding  of  berths  to  a  lesser  number  of  lines  to  shore  and 
the  installation  of  meters  for  leak  detection.  The  platform  facilities  in- 
clude an  operations  platform  or  platforms  and  a  quarters  platform  as  described 
in  the  following  paragraphs. 

The  tentative  size  and  general  arrangement  of  these  platforms  is  shown  on 
Appendix  12-1. 


Operations  Platforms 

The  operations  platforms  are  double  deck  structures  with  pumping  units  and 
operations  building  on  the  upper  deck  and  pump  manifolding,  meter  banks  and 
prover  and  auxiliary  facilities  on  the  lower  deck.  One  pumping  unit  is  pro- 
vided for  each  line  to  shore  plus  one  spare.  The  pumps  are  driven  by  19,000 
horsepower  gas  turbines  of  the  regenerative  type.  The  turbines  are  enclosed 
in  a  building  equipped  with  overhead  cranes  for  onsite  maintenance.  The 
meter  banks  are  located  on  the  suction  side  of  the  pumps,  one  for  each  out- 
going line.  Each  bank  contains  three  20  inch  turbine  meters.  A  conwon  prover 
is  provided  on  each  operations  platform.  Meters  and  proving  facilities  are 
identical  to  the  onshore  installation  and  are  described  in  more  detail  in  the 
Terminal  Section  of  this  report.  The  general  arrangement  of  oil  piping  on  the 
platform  is  shown  on  Appendix  12-2.    The  pipe  manifolding  is  such  as  to 
allow  any  meter  bank  to  be  used  on  any  incoming  line  and  the  choice  of  two 
pumps  on  each  outgoing  line  to  shore. 

In  the  maximum  throughput  case,  the  two  operations  platforms  are  intercon- 
nected with  suction  and  discharge  oil  lines  to  allow  full  use  of  the  spare 
pumping  unit  on  either  platform  if  one  platform  were  to  lose  all  pumping 
capability. 

Other  operations  platform  facilities  include: 


Operations  Building 


Pedestal  Crane 

Fire  Protection  System 


-  housing  control  room,  switchgear, 
pov;er  generation,  maintenance  shop 
parts  storage  and  miscellaneous 
utilities 

-  25  to  50  ton 

-  Water  deluge  and  chemical  as  appro- 
priate. Totally  enclosed  areas 
are   eouipped  with  gas  and  flaine 
detection  devices  where  warranted. 
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Emergency  Fuel  Supply  -  For  marine  equipment 

Safety  Equipment 
Cathodic  Protection 


Quarters, Platform 

The  necessary  personnel  quarters  are  placed  on  a  separate  small  platfonn  to 
provide  for  personnel  safety  and  comfort  away  from  the  big  machinery  with  its 
inherent  sound  levels  end  vibration.  The  quarters  are  liberally  sized  for 
24  men  to  allow  ample  space  for  transient  types,  whether  they  be  Company 
personnel  or  government  inspectors,  customs  agents,  etc.  Other  facilities 
on  the  quarters  placfonri  include  a  heliport,  pedestal  crane,  fresh  water  sup- 
ply, sanitary  waste  treatir.ent  plant,  emergency  power  generation,  and  fire  pro- 
tection system  and  equipment. 

Control  System 

The  primary  marine  platform  controls  are  an  integral  part  of  the  central 
terminal  control  room  located  onshore.  The  criteria  and  components  of  the 
control  system  are  described  in  the  Terminal  Control  section. 

The  local  controls  on  the  platform  are  to  provide  secondary  operational  capa- 
bilities and  will  be  utilized  as  necessary  to  maintain  and  test  equipment  at 
the  platform.  ■  The  platform  control  capability  will  be  located  in  a  control 
room  ideally  situated  for  equipment  surveillance  and  emergency  operations. 

In  addition  to  the  local  controls  for  the  movement  of  crude  oil  from  ship  to 
shore,  the  platform  control  room  will  have  a  weather  station  capable  of  re- 
cording data  such  as  ambient  temperature,  water  temperature,  humidity,  baro- 
metric pressure,  rain,  wind  speed  and  direction,  wave  heights  and  direction, 
and  ocean  currents  and  direction. 

The  platform  controls  will  include  all  necessary  equipment  for  providing 
emergency  power,  emergency  shutdown  systems,  and  fire  extinguishing  systems 
to  protect  the  personnel  and  equipment  housed  over  the  water. 

Energy  Supply 

Energy  supply  for  the  offshore  platform  is  anticipated  to  be  natural  gas  from 
existing  pipeline  systeins  located  near  the  port  facilities.  Consumption  for 
the  platform  will  not  exceed  an  annual  average  of  3  MMSCFD  for  the  minimum 
crude  throughput  case  of  1.67  HHBBLS/day  nor  6  MHSCFD  for  the  maximum  crude 
throughput  case  of  3.75  MMBBLS/day. 

It  is  expected  that  natural  gas  will  be  made  available  from  new  wells  that 
will  be  co'Tipleted  in  the  near  future  or  it  will  be  allocated  from  Interstate 
pools  due  to  tile  nationil  importance  of  these  port  facilities. 
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Should  there  be  any  question  as  to  a  reliable  gas  source,  consideration  should 
be  given  to  electric  power  and  to  crude  oil  as  the  primary  energy  sources 
for  the  offshore  platform.  Soon  after  project  approval  and  the  selected 
throughput  case,  efforts  should  begin  to  secure  a  reliable  gas  supply. 
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TERMINAL 

Terminal  Site  Selection 

The  Terrainal  site  and  pipeline  routes  were?  tentatively  selected  using  U.  S. 
Geological  Survey  maps.  A  helicopter  and  ground  reconr;aissanc£  survey  was 
then  made  to  further  evaluate  the  site  ana  route  selection.  A  visit  to 
the  Oyster  Commission  in  New  Orleans  revealed  this  area  had  only  one  major 
oyster  lease  and  it  was  located  in  the  northeast  corner  of  the  proposed 
property  and  could  be  avoided. 

Several  terminal  sites  were  considered  in  conjunction  with  a  companion  off- 
shore site  as  discussed  in  the  site  selection  of  the  Marine  Section  of  this 
report.  The  selected  terminal  site  is  located  in  the  southern  part  of  La- 
Fourche  Parish  and  is  owned  or  jointly  owned  in  large  blocks  by  the  Loui- 
siana Land  ft  Exploration  Company  and  the  City  of  New  Orleans.  The  southern 
boundary  cf  this  property  is  located  about  1.5  miles  north  of  Bay  Champagne 
(Appendix  13-1). 

McClelland  Engineers,  Inc.  was  retained  to  study  the  area  from  available 
data  to  detennine  the  anticipated  soil  conditions  for  tank  foundation  con- 
struction and  general  fill  condition  requirements.  McClelland's  conclusions 
were  that  tanks  of  40  foot  height  or  more  can  probably  be  constructed  with- 
in this  area  un  prepared  pads.  Depending  on  the  amount  of  overlying  marsh 
deposits,  incremental  water  preloading  may  or  niay  not  be  required  in  this 
area.  Generally,  the  attractiveness  of  this  site,  the  existence  of  shallow 
and  thick  sands,  has  been  confirmed  by  the  Greater  LaFourche  Port  Comiis- 
sion  and  tv;o  dredging  contractors  who  have  recently  v/orked  for  the  Comrnis- 
sion  in  this  area. 

Mr.  Irvin  Melancon,  Jr.,  General  Manager  of  the  LaFourche  Port  Commission, 
indicates  that  Bayou  Moreau  will  no  longer  be  navigable  and  may  even  be  filled. 
It  could  serve  as  pipeline  canal  and  could  be  used  for  a  drainage  and  hold- 
ing pond  on  southern  portion  of  terminal.  Mr.  Melancon  also  indicated,  with 
his  kf^owledge  of  the  area,  that  the  lower  half  of  the  acreage  outlined  would, 
in  his  opinion,  offer  the  best  soil  conditions  in  the  entire  area  being  con- 
sidered. He  suggested  that  we  should  not  go  below  the  upper  end  of  Bay 
Tartellon  because  it  is  permanent  spawning  waters  and  because  of  the  oil 
operations  to  the  east  of  Bay  Tartellon  and  north  of  Bay  Champagne. 

In  review  of  the  terminal  area  with  Dr.  St.  Amant,  Assistant  Director  of 
Wildlife  &  Fisheries,  he  objected  strongly  to  sand  fill  of  any  permanent 
water  areas  which  are  spawning  grounds.  This  is  the  case  in  the  north- 
east portion  of  the  original  property  considered.  We  therefore  reconmend 
the  northeast  corner  not  be  considered  for  Terminal  site  preparation. 

Before  advance  development  plans  for  this  area  are  formulated,  actual  soil 
conditions  within  the  develooment  area  need  to  be  investigated  by  a  careful- 
ly planned  foundation  exploration  program.  Data  from  an  investigation  of 
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this  type  would  provide  a  basis  for  specific  tank  founddtion  design. 

This  area,  in  all  respects,  appears  to  pose  the  least  problems  environmental - 
wise.  This  should  be  especially  true  for  the  western  oortion  of  the  site 
of  about  300  acres  which  was  held  and  released  by  the  Greater  LaFourche 
Port  Comniission  and  supposedly,  already  zoned  for  industrial  use. 

Site  Preparation 

The  preparation  of  the  proposed  tank  fann  and  terminal  facilities  site  in  re- 
gard to  costs  for  filling  in  this  area  and  feasible  tank  foundations  require- 
ments has  been  discussed  with  two  consultant  Engineer  firms;  McClelland 
Engineers  and  Pyburn  &  Odum. 

It  has  been  suggested  that  sand  fill  be  used  to  fill  approximately  six  feet 
over  the  entire  area  required  in  a  one  time  operation  since  this  would  be 
the  most  economical  approach.  It  has  been  their  experience  in  this  area  to 
have  approximately  two  feet  of  subsidence  on  a  six  foot  fill  which  would 
leave  four  feet  of  firm  fill. 

In  regard  to  tank  foundations,  it  was  suggested  that  tank  pads  would  have  a 

coiiibindtion  of  sand  and  shell  fill  and  would  be  constructed  on  the  preload 

and  settling  concept.  It  is  their  opinion  that  pile  support  for  tank  foun- 
dations in  th.is  area  is  not  necessary. 

They  were  of  the  opinion  that  $l/yd.  for  sand  fill  by  dredging  method  via 
pipeline  to  the  site  was  a  very  conservative  figure  but  suggested  we  use 
this  at  the  present  time  and  add  to  the  cost  of  the  tankage  $60,000  for 
preparation  of  each  tank  pad  which  should  be  sufficient  for  this  feasi- 
bility study.  The  cost  per  acre  for  preparation  is  estimated  at  $10,000. 

The  site  preparation  is  expected  to  take  18  to  22  months.  Since  construc- 
tion is  assumed  to  begin  six  months  after  permit  approvals,  it  will  be  neces- 
sary to  begin  this  site  preparation  12  to  16  months  prior  to  expected  per- 
mit approval.  Since  this  specific  site  filling  is  expected  to  be  the  one 
most  sensitive  environmental  concern,  it  may  not  be  possible  to  start  such 
fill  until  final  permit  approvals  which  would  delay  the  construction  sche- 
dule by  at  least  one  year.  The  suggested  schedule  assumes  that  fill  of 
such  private  property  will  be  possible  without  permits  and  at  worst  such 
fill  could  begin  early  on  the  portion  of  the  site  which  was  released  by  the 
Port  Commission. 


Facilities 


A  brief  description  of  facilities  located  within  the  onshore  terminal  are 
as  follows: 

1,  Tank  farm  complex  -  Meter  facilities  for  measurement  of  receipts 
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1 

from  the  offsl^ore  platform.  These  meters 
would  be  of  the  same  type  and  design  as 
those  on  the  platform. 

V 

Each  tank  is  sized  at  500,000  barrels  capacity. 
Tanks  will  have  floating  roofs  and  sump  bot- 
tom design  for  "pi'mp  out"  operations.  Each 
tank  will  be  equipped  with  four  variable  angle 
mixers  to  prevent  BS  S  W  buildup. 

1 

i 

Booster  pumps  will  be  provided  to  maintain 
sufficient  suction  to  delivery  units. 

Transfer  system  will  be  provided  at  the  central 
manifold. 

Fire  protection  equipment  will  be  provided  as 
required. 

Cathodic  protection  for  tanks  and  lines  will 
be  provided. 

Meters  on  outgoing  pipelines  from  the  terminal 
will  be  of  the  same  type  and  design  as  the 

incoming  meters  insofar  as  practical. 

2.  Controls 

-  Centralized  control  center  located  in  the 
terminal  office  building  for  supervisory 
control  of  all  operations. 

Computer  for  application  of  controls. 

/ 

Audio/visual  coiniiunication. 

3.  Support 

-  Office  building  -  This  building  will  house 
the  centralized  control  center  for  all  oil 

movement  control  and  offices  for  supervisors 
and  support  personnel . 

Warehouse  building  -  All  necessary  warehouse 
items  and  material  will  be  located  in  this 
building.  All  necessary  maintenance  shops 
will  be  located  within  the  confines  of  the 
warehouse. 

Sample  House  -  Will  contain  all  necessary 
equipment  to  obtain  the  required  crude  sample 
data. 

Marine  Warehouse  -  All  necessary  items  for 
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marine  use  such  as  hoses,  ropes,  lines, 
rigging  loft,  and  other  marine  storage. 
All  necessary  marine  work  shops  will  be 
located  within  this  warehouse.  Divers 
supplies  and  gear  will  be  stored. 

Small  Boat  Harbor  -  This  harbor  should  have 
sufficient  dock  space  to  permit  launches  to 
take  on  supplies  and  handle  personnel  trans- 
portation. In  addition  to  launch  service, 
it  will  be  necessary  to  provide  dock  space 
with  heavy  hoist  equipment  to  move  heavy 
material  on  work  barges.  It  will  be  neces- 
sary to  supply  all  launches  and  work  boats 
with  fuel  at  the  dock  area. 

Treating  Facilities  -  Providing  necessary 
drains  to  separator  facilities  with  tv;o 
disposal  wells  for  injection  of  waste  water. 


Terminal  Investment 

The  storage  investment  in  1972  dollars  for  tankage,  tank  fittings  and  ter- 
minal site  preparation  is  shown  year  by  year  for  each  case  in  Appendix  14-1 
The  investments  for  communications,  controls,  power,  metering  and  support 
facilities  are  shown  in  Appendix  14-2. 

The  cost  per  barrel  for  tankage  used  in  this  study  has  been  calculated  as 
follows: 


1-500Mbbl  300'  X  40'  (GATX  Quote) 

Painting  and  coating 

Mixers  and  Valve 

Cathodic  Protection  &  flisc. 

Site  Preparation 

Tank  Lines  &  Valves 

Supervision,  Engineering  &  Insp.  P  5% 

TOTAL  $3.21     $3.24     $3.25 

The  Terminal  will  operate  on  a  24  hour  basis  with  shifts  of  8  hours  each  for 
terminal  operators,  R&D  gaugers,  machinist,  and  electricians.  All  other 
Terminal  employees  will  work  8  hours  on  day  shift  only.  It  is  assumed  that 
schedulers,  programmers  and  supervisors  vfill  be  subject  to  call-out  in  the 
event  of  necessity. 
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LaFourche  Parish 

The  proposed  LOOP  terminal  site  is  in  LaFourclie  Parish  which  is  located  in 
South  Central  Louisiana  on  the  Gulf  Coast.  LaFourche  Parish  is  981  land 
square  miles  rising  frorn  sea  level  to  elevation  of  15  feet  at  Thibodaux, 
Louisiana,  the  Parish  Seat.  Other  important  towns  of  the  Parish  include 
Raceland,  Lockport,  LaRose,  Galliano  and  Golden  Meadow.  These  towns  and 
the  majority  of  the  remaining  population  are  congregated  along  the  banks  of 
LaFourche  Bayou  which  traverses  the  Perish  from  North  to  South. 

The  1970  census  indicates  that  there  r.rc  68,941  in  the  Parish  with  41%  lo- 
cated in  urban  areas,  52*  classified  cs  rural  non-farming  and  the  remaining 
1%   as  rural  farming.  Inhabitants  are  primarily  of  French  Acadian  descent 
with  most  natives  being  bilingual.  Approximately  11%  of  the  population  is 
non-white. 

Primary  industries  include  sugar,  rice,  cattle,  seafood,  oil  and  gas  produc- 
tion, boat  building,  trapping  and  lumbering.  The  1970  work  force  totalled 
approximately  19,025  persons  under  the  following  categories: 

Unemployed    -  675  Utilities  -  2325 

Manufacturing  -  2075  Services  -  1875 

Trade  Crafts  -  2875  Mining    -  1675 

Government    -  2175  Other    -  4100 
Agriculture   -  1250 

The  median  income  for  families  is  $4,330  per  year  with  31%  of  the  families 
receiving  less  than  $3,000,  61%  receiving  between  $3,000  and  $10,000  and  8% 
receiving  greater  than  $10,000  per  year.  Most  families  own  their  own  home, 
with  very  few  rentini  or  living  in  apaitments.  Most  rented  dwellings  are 
available  in  Thibodaux. 

There  are  31  public  schools,  8  parochial  schools  and  one  university  located 
in  the  Parish.  Most  public  schools  average  about  20  students  per  teacher. 
The  average  annual  expenditure  for  public  education  is  $710  per  student 
registration. 

There  are  two  towns  in  adjacent  parishes  which  contribute  heavily  to  La- 
Fourche Parish;  these  are  Houma  in  Terrebonne  Parish,  and  Grand  Isle  in  Jef- 
ferson Parish. 

Major  metropolitan  areas  nearest  to  the  terminal  site  are  New  Orleans;  91 
miles  distant  and  Baton  Rouge,  142  miles  away. 

A  table  of  pertinent  data  on  LaFourche  Parish  is  given  in  Appendix  13-2. 
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STORAGE 

Required  Tar 

kaqe 

The  TAL  method  of  calculating  terminal  tankage  has  been 
modifications.  Listed  below  are  the  assumptions  and  ca 
determine  the  required  tankage  at  various  BPD  throughpu 

used  with  slight 
Iculations  used  to 
t  (Appendix  15-1). 

1.  Assumptions 

a) 
b) 
c) 

21 

f) 

ship  size  average  at  250  MDMT 

11  grades  for  segregation 

5  day  cargo  advance  and  5  day  cargo  delay 

swing  factor  of  50% 

tankage  utilization  factor  of  95% 

tankage  will  be  designed  for  "pumpout"  operation 

2.  Cal 

culation  Example  (based  on  1.000  KBPD  volume) 

a) 

Determine  capacity  requirements  for  days  a 

dvance/delay 

10  days  X  1,000  MBPD 

10,000  Mbbls 

b) 

Total  Segregation 

11  grades  X  Average  ship  cargo     = 

19,200  Mbbls 

c) 

Swing  factor  of  50%  is  used 

:: 

19,200  M  X  .50 

9,600  Mbbls 

d) 

Subtotal  -  Advance/Delay  and  Segrega- 
tion Requirements 

(a)  +  (c)  =  10,000  +  9,600 

19,600  Mbbls 

e) 

Divide  by  utilization  factor  of  .95 

19,600  M  t  .95 

20.632  Mbbls 

f) 

Total  tankage  required 

11  segregations                 = 

20,632  Mbbls 

-so- 

22-635  O  -  73  -  22 
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Each  tnnk  is  assumed  to  be  sized  at  BOOMbbls  capacity  with  a  common  suction 
and  filling  line  for  each  tank.  All  tanks  will  have  floating  roofs  and  sump 
botto:".!  for  pump  out  operation  with  each  tank  equipped  with  four  variable 
angle  mixers  to  maintain  clean  bottoms. 

Necessary  booster  pumps  will  be  provided  to  maintain  sufficient  suction 
pressure  to  main  line  units. 

A  transfer  system  will  be  provided  at  the  central  manifold  to  provide  flexi- 
bility in  utilizing  the  tank  farm  for  crude  segregation. 

Fire  protection  equipment  will  be  provided  in  the  tank  farm  along  with  catho- 
dic  protection  for  each  tank  and  line. 

All  tank  farm  lines  will  be  coated  internally  for  corrosion  protection.  As 
illustrated  by  the  chart  in  Appendix  15-2,  it  will  reduce  acreage  require- 
ments by  grouping  four  tanks  in  one  fire  wall.  Assuming  four  foot  fire 
walls,  it  will  require  approximately  five  acres  for  each  tank.  Site  prepara- 
tion for  tanlcage  is  expensive  and  tank  spacing  should  be  as  close  as  prac- 
tical and  still  comply  with  NFPA  local  and  state  regulations. 

The  stock  swing  that  will  occur  in  a  five  day  advance  and  five  day  delay  of 
cargoes  is  shown  in  Appendix  15-3.  This  graph  represents  a  45  day  schedule 
with  no  interruptions  on  the  pipeline  delivery  system.  A  throughput  rate 
of  3,7501'iBfD  was  used  in  this  illustration  and  indicates  approximately  one 
day  stock  on  hand  in  the  delay  case  and  one  day  room  available  in  the  ad- 
vance case. 

Several  schedules  have  been  calculated  at  various  daily  throughput  rates  with 
the  same  curve  reactions  on  stock  position. 

Consideration  should  be  given  to  having  the  minimum  batch  set  at  SOOMbbls  to 
fully  utilize  tankage  and  permit  tank  "swing"  for  other  grades.  The  maxi- 
mum time  allowed  for  a  cargo  to  remain  in  the  terminal  should  be  six  days. 
If  more  time  is  required,  additional  tankage  will  have  to  be  constructed 
for  holding  storage  purposes. 

In  the  event  that  shipper  owners  could  reduce  the  number  of  grade  segrega- 
tions from  11  to  5,  this  would  reduce  the  tankage  requirements  by  approxi- 
mately 26"  and  would  result  in  a  considerable  savings  in  investrrrent  and 
cost  to  this  project. 
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CONTROL  &  COMMUNICATION  SYSTEM 

General 

A  centralized  communication  and  control  system  for  operation  of  the  marine 
facilities,  the  terminal  and  delivery  pipelines  will  be  installed  at  Ter- 
minal site  in  LaFourche  Parish.  The  control  system  will  be  designed  for 
proper  operation  of  all  facilities  under  any  expected  contingency. 

Integrated  operation  of  all  facilities  at  the  tenninal  control  room  will 
be  achieved  by  use  of  re;note  monitoring  and  telemetry  of  variables  through 
a  supervisory  control  system  that  provides  functions  which  include  controls, 
records,  indications,  alarms,  logs  and  displays. 

The  conceptual  design  provides  for  sufficient  selective  supervisory  con- 
trol and  automatic  indication  of  remote  units  by  electronic  means  to  mini- 
mize operational  manning  of  the  facilities.  A  system  for  local  control  is 
included  to  meet  expected  operational  contingencies  and  for  routine  main- 
tenance and  testing.  Control  investment  is  shown  in  Appendix  i4-2. 

Design  Criteria 

The  fundamental  criteria  utilized  for  the  conceptual  design  of  the  communi- 
cations and  control  system  for  this  project  are  as  follows: 

1.  Dispatching  and  supervisory  control  are  to  be  located 
in  shore  terminal  control  room. 

2.  Controls  to  minimize  operating  and  maintenance  personnel 
for  offshore  facilities. 

3.  Controls  to  be  for  unattended  booster  pump  stations  along 
onshore  pipelines. 

4.  Controls  to  minimize  outside  operating  personnel  at  tank 
farm  tenninal  site. 

5.  All  supervisory  controls  and  telemetering  to  be  adaptable 
to  computer  control . 

6.  Controls  to  be  designed  to  maintain  operation  if  tele- 
metering and/or  computer  are  interrupted. 

7.  Controls  and  communication  to  be  compatible  with  Capline 
operation. 

The  components  required  to  meet  the  control  criteria  include  the  following: 

1.  Conventional  and  automated  instruments 

2.  Reliable  telemetering  -  microwave  communication  system 

3.  Centralized  control  room 

4.  Mimic/status  displays 

5.  Integrated  control  console 
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6.  Computer 

7.  Alpha-nurneric  c^jthode  ray  tubes 

8.  Audio/visual   coraiuni cations 


1 


Instrumentation 
^     — — 

Instrument  measurements  and  control  equipment  are  to  utilize  components  that 
have  proven  successful  in  operation  of  comparable  remotely  operated  pipe- 
line systems.  Hov/ever,  this  basic  premise  should  not  preclude  the  use  of 
new  designs  and  innovations  tliat  can  be  shown  to  be  reliable  and  an  asset 
to  the  overall  control  of  this  facility. 

Appendix  16  lists  important  variables  used  in  sizing  and  estimating  the  con- 
trol system.  It  is  not  complete  and  it  is  recognized  that  additional  varia- 
bles and  controls  may  be  required  for  operation  of  the  major  facilities  as 
well  as  auxiliary  systc-:iis  which  will  support  operations. 

A  simplified  instrument  diagram  is  shown  in  Appendix  17-1. 

Custody  Transfer  and  System  Security 

It  is  anticipated  that  custody  transfer  measurements  of  receipts  will  be  on 
the  offshore  platform  and  custody  transfer  measurements  of  deliveries  will 
take  place  at  the  exit  end  of  all  pipelines  owned  and  operated  by  the  Loui- 
siana Offshore  Oil  Port.  Delivery  custody  transfer  measurements  will  be 
made  at  St.  James  (Capline)  and  at  all  transfer  points  to  local  pipelines. 

Basic  system  security  is  to  be  provided  by  the  latest  developments  of  volume 
in-volume  out  techniques,  utilizing  the  custody  transfer  meters  and  check 
meters  on  the  opposite  ends  of  the  pipelines. 


Meters 


For  flow  rates  in  the  100,000  bbls/hour  range,  the  conventional  positive  dis- 
placement meter  is  at  a  serious  disadvantage.  Only  two  manufacturers  have 
large  PD  maters.  Both  have  16"  meters  rated  at  12,500  b/h  and  one  has  built 
only  one  24"  meter  rated  at  25,000  b/h.  Their  reconriendation  is  the  16"  size 
which  requires  a  bank  of  at  least  8  meters  if  no  spares  were  Included.  These 
meters  are  bulky  and  would  require  9  to  10  foot  spacing.  Although  the  over- 
all length  required  for  a  turbine  meter  run  is  longer,  the  PD  meters  would  re- 
quire much  more  space,  more  valves  and  manifolding  and  more  maintenance. 

Turbine  meters  are  finding  much  greater  acceptance  in  handling  crude  oils. 
An  early  trouble  was  in  so-called  grass  (hay,  fibre  waste,  excelsior,  etc.) 
accumulating  on  the  blades.  Recent  strainer  developments  have  helped  elimi- 
nate this  problem.  Other  objections  have  been  change  of  meter  factor  when 
handling  the  more  viscous  crudes.  This  occurs  when  flow  rate  varies  widely 
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and  is  less  troublesome  when  using  a  bank  of  meters  in  parallel  where  indi- 
vidual meters  to  be  taken  off  stream  as  flow  rate  falls  thus  keeping  the 
rate  higher  through  the  onstream  meters. 

Some  of  the  advantages  of  turbine  meters  over  PD  meters  are: 

1.  ^  Fewer  meters  required  saves  valves  and  fittings. 

2.  Less  total  space  required. 

3.  Only  one  moving  part,  the  rotor,  less  maintenance. 

4.  Medium  to  fine  solids  pass  through  with  no  damage. 

5.  Better  able  to  stand  overspeeds. 

Turbine  meters  are  available  in  sizes  up  through  24".  Maximum  normal  flow 
range  is  usually  taken  as  the  point  where  pressure  drop  through  the  meter  is 
four  psi.  The  disadvantage  of  the  largest  meters  is  in  the  extra  large  four- 
way  valve  and  prover  loop  needed.  For  our  use,  it  appears  that  banks  of 
three  20"  or  four  16"  meters  on  each  100,000  bbl/hr.  line  would  be  best. 

Receiving  meter  facilities  on  the  platform  and  ashore  will  be  identical.  Con- 
trol valves  on  the  meter  discharge  manifold  will  keep  the  flow  through  all 
meters  equal.  Meter  proving  will  be  automated  and  done  on  each  ship  receipt 
as  soon  as  prav-tical.  By  the  use  of  factor  computing  counters  and  tempera- 
ture compensators,  flow  is  read  directly  in  net  corrected  barrels. 

Once  the  newly  laid  lines  are  cleaned  up,  the  strainers  on  the  platform  will 
be  much  more  critical  than  those  ashore.  Platform  strainers  will  either  be 
oversized  or  manifolded  so  that  any  one  may  be  isolated  and  cleaned  without 
taking  a  meter  out  of  service. 

On  the  pipelines  leaving  the  terminal,  the  meters  will  also  be  identical  with 
the  other  meters  insofar  as  practical. 

A  fair  number  of  large  turbine  meter  installations  are  in  service  or  under 
construction  in  Saudi  Arabia,  Kharg  Island,  Dubai,  Nigeria,  etc.  One  of 
these,  for  example,  has  eight  20"  meters  for  a  336,000  b/h  capacity.  Another 
has  ten  18"  meters  with  340,000  b/h  capacity. 

Leak  Detection 

Continued  monitoring  of  each  section  of  the  entire  system  must  be  done  to  In- 
sure early  detection  of  any  troubles. 

Between  the  tanker  and  the  offshore  pipeline  is  probably  the  most  vulnerable 
area,  as  well  as  the  most  difficult  to  monitor.  Visual  inspection  of  hose, 
connections,  etc.  will  be  made  at  regular  close  intervals.  Several  other 
methods  of  detecting  leaks  are  under  investigation. 

One  such  method  involves  infra  red  light  which  works  very  well  under  ideal 
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conditions,  however,  with  tankers  and  hose  connections  a  mile  or  so  from'  the 
platform,  any  infra  red  scanner  mounted  on  the  platform  would  be  handi- 
capped by  the  very  small  angle  of  incidence  even  if  mounted  on  a  250  foot 
tower. 

Another  method  with  more  promise  being  developed  correlates  the  instantaneous 
flow  rate  with  the  pressure  drop  between  the  ship's  rail  and  the  platfonTi. 
Although  the  unloading  pumps  will  vary  from  ship  to  ship  and  will  be  variable 
speed  drive,  the  mile  or  so  of  hose  and  pipe  to  the  platfo)Tn  hes  a  definite 
hydraulic  characteristic.  Thus,  for  any  given  flow  rate  on  any  given  grade 
of  oil,  the  pressure  drop  should  be  constant  and  calculable.  A  computer 
would  be  armed  with  data  obtained  by  calculation  and  experience  and  v/ould  be 
programmed  to  alarm  when  the  pressure  drop  was  too  high  compared  to  the  flow 
being  metered  on  the  platform  at  that  instant. 

The  disadvantage  of  the  above  method  is  the  need  for  continuous  wireless  trans- 
mission of  a  pressure  related  signal  from  the  ship  to  the  platform.  How- 
ever, such  a  transmitter  could  be  built  and  would  be  carried  aboard  each 
time  a  ship  came  in.  It  could  either  be  battery  operated  or  plugged  into 
ships  power  source. 

Still  another  leak  detecting  system  under  development  uses  short  halflife  iso- 
topes. This  particular  system  also  presents  the  disadvantage  of  having  to 
carry  equipment  and  materials  aboard  each  ship. 

From  the  offshore  platform  to  the  onshore  tank  farm  is  a  distance  of 

21  miles.  Here  we  will  have  up  to  four  separate  parallel  pipeline  systems, 

each  of  large  diameter,  and  operating  on  an  intermittent  basis. 

When  these  lines  are  shut  down,  they  will  be  packed  to  some  reasonable  pres- 
sure--for  example,  150  psi  and  monitored  for  pressure  drop  taking  into  ac- 
count temperature  change.  Very  small  leaks  can  be  detected  in  this  way. 

Measurement  will  be  made  with  a  bank  of  turbine  meters  (probably  3-20"  or 
4-16")  in  parallel  with  each  meter  proved  separately.  Each  will  be  eouipped 
with  a  variable  ratio  computing  counter  so  that  meter  factor  and  compressi- 
bility can  be  taken  directly  into  account.  These  readings  from  each  meter  will 
go  to  an  electronic  totalizer  or  combinator  then  through  a  temperature  com- 
pensator so  that  net  barrels  of  oil  are  registered  digitally  at  each  end  of 
each  line. 

A  digital  comparator  or  deviation  counter  taking  plus  readings  from  the  plat- 
form register  and  minus  readings  from  the  onshore  registr-r  may  then  be  used 
as  a  leak  detector.  These  are   normally  equipped  with  two  thumbwheel  adjus- 
ters, one  for  the  time  interval,  the  other  for  the  number  of  barrels  devia- 
tion before  alarm.  For  example,  the  time  interval  might  be  set  at  10  minutes 
and  the  deviation  at  8  barrels.  If  at  the  end  of  the  present  10  minute  time 
period  the  deviation  v/as  only  C  barrels,  both  would  reset  and  start  another 
10  minute  time  period  with  zero  barrels  differential.  Equipment  of  this 
type  is  already  in  use  in  several  critical  areas--most  notably  Mew  York  City. 
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Several  other  methods  of  leak  detection  are  being  developed.  One  Involves 
only  large  full  stream  mechanical  displacement  provers  at  each  end  of  each 
line.  Spheres  are  released  simultaneously  in  each,  then  with  known  volumes 
between  switches  in  each  and  measuring  the  travel  time  in  micro  seconds, 
differences  in  flow  rate  could  be  determined.  A  conventional  meter  bank  and 
smaller  prover  would  still  be  needed  but  only  on  the  onshore  end  of  the 
line/ 

The  pipeline  from  the  terminal  to  St.  James  will  be  monitored  in  much  the 
same  way  as  the  lines  from  the  platform  to  shore  using  net  metered  barrels 
in  and  out.  Since  this  is  a  longer  line  and  will  probably  eventually  have 
booster  stations,  the  calculation  of  compressibility  etc.  will  be  more  in- 
volved; however,  by  calculation  and  experience  it  can  be  programmed  into  a 
computer  which  will  act  as  a  continuous  watchdog. 

Aerial  patrol  on  a  regular  basis  of  all  portions  of  the  system  is,  of  course, 
assumed. 

Preparation  must  be  made  to  take  care  of  spills.  Spill  handling  is  a  rapidly 
expanding  science  and  since  equipment  for  this  use  is  not  overly  sophisti- 
cated and  would  be  available  on  a  few  montlis  order,  it  seems  advisable  to 
defer  any  decisions  or  recomniendations  at  this  time.  It  appears  likely  that 
we  would  need  some  equipment  of  our  own  both  on  the  platform  and  ashore. 
Larger  spills  might  well  be  handled  by  contract  and  included  as  an  operat- 
ing expense. 

Surge  Protection 

Pressure  due  to  surge  occurs  whenever  the  rate  of  flow  is  changed  in  an  opera- 
ting pipeline.  Department  of  Transportation  regulations  allow  pressure  surge 
to  go  10%  beyond  maximum  operating  allowable  pressure  of  1Z%   specified 
minimum  yield  strength. 

When  a  booster  station  is  installed  between  the  terminal  and  St.  James,  it 
will  be  necessary  to  put  in  a  control  system  which  will  automatically  close 
down  on  a  control  valve  at  the  originating  station  to  reduce  line  pressure  in 
case  of  emergency  or  scheduled  shutdown. 

Microwave  System 

Investigations  of  microwave,  buried  cable  and  leased  line  telemetering  systems 
revealed  a  microwave  system  to  be  the  most  Feasible  for  this  project.  A 
microwave  system  carries  advantages  of  economy,  versatility,  and  availability 
of  existing  systems.  A  buried  cable  system  is  economically  unattractive  for 
the  conceptual  control  system  considered,  whereas  the  leased  lines  in  the 
remote  South  Louisiana  areas,  both  onshore  and  offshore,  may  be  unreliable. 
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The  Microwave  system  will  consist  of  a  minimum  of  four  stations  with  one 
each  located  at  the  offshore  platform,  the  terminal,  midpoint  to  St.  James 
(location  of  booster  station)  and  at  St.  James  Capline  as  shown  on  Appendix 
17-2.  Tov/ers  will  be  required  at  all  locations  except  St.  James  where  the 
existing  tower  can  be  utilized.  Microwave  frequency  assignments  for  the 
immediate  area  where  the  port  facility  is  located  are  numerous.  However, 
it  is  anticipated  that  new  frequency  assignments  will  be  made  to  the  Loui- 
siana Offshore  Oil  Port  by  the  FCC  even  though  the  area  is  somewhat  congested 
at  present.  If  new  assignments  cannot  ba  obtained,  arrangements  will  be 
required  to  expand  and  utilize  existing  microwave  systems. 

Telemetering  design  will  allow  for  individual  control  channels  to  all  remote 
stations  in  order  that  each  control  channel  may  be  continuously  and  simul- 
taneously scanned  independent  of  other  installed  channels  allowing  for  com- 
puter control . 

In  addition  to  telemetering  control  data,  the  microwave  system  will  support 
voice  communications  and  transmissions  of  cathode  ray  tube  video  displays 
generated  by  the  terminal  computer. 

Control  Room 

A  centralized  control  room  designed  for  integrated  installation  of  all  remote 
controls,  records,  indications,  alarms  and  displays  for  marine,  terminal  and 
pipeline  operations  will  be  housed  in  the  multipurpose  Terminal  building. 
All  human  factors  of  sight,  sound,  feeling  and  physical  ability  will  be  in- 
corporated into  the  design  and  layout  of  the  control  room  to  maximize  ef- 
fective operator  control  under  all  operational  work  loads  and  emergency 
contingencies. 

Sufficient  information  will  be  properly  displayed  to  allow  for  effective  as- 
simulation  of  data,  minimizing  time  required  for  decisions.  Proper  controls 
and  communications  will  be  suitably  integrated  for  operator  reaction  with 
minimal  physical  or  time  consuming  efforts.  A  conceptual  layout  of  the  con- 
trol room  is  shown  in  Appendix  18-1. 

Communications 

In  order  that  the  audio  communication  system  uisets  the  conceptual  design  of 
the  control  system,  the  following  criteria  has  been  used  in  developing  the 
communication  system: 

1.  Separate  long  range  and  short  range  cc:iimuni cation  links 

2.  Separate  operations  and  maintcnsnce  ccninuni cation  links 

3.  Separate  marine  and  land  corr,,Ti!ini cation  links 

4.  Provide  sufficient  but  not  1C0«  overlapping  communication  links. 
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The  land  communications  will  consist  of  a  UHF  mobile  relay  system  providing 
mobile  to  mobile  and  mobile  to  central  control  coTsr.unicslion  from  any  area 
along  the  pipeline.  Also,  the  tank  farm  terminal  v.'ill  be  supported  by  a  UHF 
mobile  relay  system  providiiifj  for  portable  to  portable,  portable  to  mobile, 
portable  to  central  control,  mobile  to  mobile  and  mobile  to  central  control 
communication  links. 

The  central  control  room  v/ill  be  equipped  v^ith  wire  lins  communications  to 
shipping  agents  utilizing  microv/ave  channrls  v/ith  interronnections  to  com- 
mon carriers.  A  high  frequency  marine  radio  will  be  included  for  communica- 
tions from  central  control  to  tankers  after  entry  into  the  Gulf  of  Mexico 
waters. 

The  marine  communications  will  consist  of  two  UKF  mobile  relay  systems  lo- 
cated on  the  offshore  platform  with  controls  from  central  control  over  appro- 
priate microwave  channels.  One  marine  mobile  relay  will  provide  for  launch 
to  launch,  launch  to  platform,  and  launch  to  central  control  communication 
links.  The  second  mobile  relay  will  provide  for  portable  (mooring  master) 
to  portable,  portable  to  central  control,  and  portiblc  to  platform  communica- 
tions. Necessary  limited  ties  will  be  made  between  the  launch  mobile  re- 
lay for  launch  to  mooring  master  coiimunications. 

Marine  operations  will  be  supported  by  a  very  high  frequency  multichannel 
radio  for  short  range  ship  to  central  control  and  ship  to  platform  communi- 
cations. This  radio  will  be  utilized  for  initial  contact  for  mooring  master 
rendezvous,  berth  assignments,  anchorage  assignments,  div\   custom  communica- 
tions. 

The  conceptual  design  of  the  communications  system  is  sliown  in  Appendix  i7-2. 

Computer 

Primary  system  operation  will  be  implemented  by  a  computer  system.  Secondary 
operation  will  be  provided  by  redundant  analog  records,  indications  and 
alarms  of  very  essential  variables  required  for  limited  remote  control  oper- 
ations and  verbal  directives  to  local  control  areas  for  safe  continuous 
operation  of  all  facilities. 

Computer  hardware  and  software  will  be  designed  for  convjlete  integration  in- 
to the  supervisory  system.  Operator  interface  will  be  provided  by  the  latest 
developments  of  input-output  devices.  These  shall  include  CRT  video  dis- 
plays and  keyboard  controls,  teleprinters,  and  computer  driven  analog 
records  and  indications. 

Program  loading  will  be  accomplished  by  high  speed  magnftic  tape  cassettes. 
Foreground  and  background  capability  will  be  provided  to  prevent  computer 
downtime  during  program  compiling,  assembly  and  debugging. 
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Softv.'are  will  be  ideally  designed  for  "English"  input  and  output  for  ease 
in  training  and  reliable  operations  by  personnel.  Hardware  v/ill  be  selected 
for  reliability,  utilizing  fixed  head  bulk  memory  units,  solid  state  printers, 
and  "non-mechanical"  computer  peripheral. 

Weather  Information 

In  order  to  maintain  safe  operating  conditions  and  to  prevent  unnecessary 
shutdown  of  the  port  facilities,  a  weather  infonnation  center  will  be  required 
in  the  central  control  room.  The  weather  information  center  will  include 
teleccinmunications  with  U.  S.  and  Independent  weather  stations,  terminal 
meteorological  information  collected  by  automatic  v/eather  instruments,  plat- 
fotTii  meteorological  and  oceonographical  infonnation  collected  offshore  and 
a  weather  radar  with  a  minimum  range  of  250  miles  located  at  the  terminal 
site. 

The  weather  data  collected  will  be  utilized  in  determining  and  scheduling 
daily  operations.  Hourly  operations  can  be  initiated  as  deeniod  appropriate 
from  analysis  of  all  weather  data  and  the  weather  radar. 
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SUPPORT 


Terminal  Building 

The  main  building  at  the  terminal  is  a  multipurpose  structure  which  houses 
administrative  offices,  the  central  control  room  and  support  equipment, 
warehouse,  workshops,  laboratory  and  personnel  cafeteria  (Appendix  18-2). 


The  building  is  supplied  with  emergency  pov/er  and  fire  prevention  equipment 
for  the  protection  of  personnel  and  continuous  operation  of  the  central 
control  room. 

Additional  buildings  are  required  for  the  main  substation  switch  gear,  the 
small  boat  harbor  rigging  loft  and  miscellaneous  structures  for  domestic 
utilities,  water  treating  and  local  tenninal  instrumentation. 


Small  Boat  Harbor 

In  the  support  of  a  proposed  large  marine  operation,  it  will  be  necessary  to 
construct  a  small  boat  harbor  at  the  terminal  complex  site.  This  harbor 
should  be  sized  to  handle  the  docking  of  all  launches,  crew  boats  and  work 
boats.  Heavy  hoist  equipment  should  be  available  to  load  all  heavy  material 
that  will  be  necessary  in  marine  operations.  It  will  be  necessary  to  pro- 
vide facilities  to  fuel  all  the  small  boats  that  use  this  dock.  It  will  be 
necessary  to  provide  sufficient  space  for  the  storing  and  handling  of  large 
hoses,  buoys,  chains  and  swivels.  The  west  side  of  the  terminal  complex  is 
suggested  to  be  the  desired  site  for  the  harbor  because  of  existing  canals 
with  sufficient  water  depth. 

Treating  Facilities 

It  is  assumed  these  facilities  will  be  necessary  to  operate  the  Terminal 
complex  and  comply  with  environmental  control  standards.  A  brief  descrip- 
tion of  these  facilities  are  as  follows: 

1.  Tankage  water  draw  lines  will  be  connected  to  a  closed  sewer 
line  system. 

2.  Collection  pond  for  receipt  of  sev/er  line  discharge. 

3.  Contents  of  the  pond  will  be  run  through  API  Separator  and 
to  the  air  flotation  unit. 

4.  Sand  filter  installation  for  further  treating  from  the 
flotation  unit. 
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5.  Two  injection  wells  will  be  provided  to  dispose  of  treated 
water. 

6.  Natural  drainage  will  be  provided  for  "r<m  off"  water  and 
will  be  contained  in  a  large  pond  before  final  release  to 
the  natural  streams. 

Energy 'Supply 

It  is  anticipated  that  reliable  electric  service  can  ba  provided  to  the  ter- 
minal facilities  by  the  Louisiana  Power  and  Lioht  Company,  Peak  electric 
demand  for  the  terminal  will  not  exceed  52,000"kVA  for  the  1.67  million  bar- 
rels per  day  case  nor  125,000  KVA  for  the  3.75  million  barrels  per  day  case. 

It  is  expected  that  Louisiana  Power  and  Light  ccn  construct  the  necessary 
transmission  lines  to  the  terminal  site  for  reliable  continuous  service  at 
an  economical  rate. 

Consideration  should  be  given  to  owned  electric  generation  facilities,  natural 
gas  fired  boilers  and  crude  oil  fired  boilers  as  alternate  sources  of  energy 
for  the  terminal  facilities. 
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ST.  JAMES  PIPELINE 

The  pipeline  from  the  terminal  to  St.  James  will  be  approximately  78  miles 
lona   Its  relative  location  is  shown  on  the  project  map.  Appendix  1-1. 
A  schematic  view  of  the  pipeline,  pump  stations  and  receipt  and  delivery 
points,^  is  shown  on  Appendix  19-1. 

Initially  the  only  pur.-p  station  will  be  the  originating  station  at  the  ter- 
mila   As  throughout  builds  up.  a  midpoint  booster  station,when  needed. will 
le  built  at  a  point  just  north  of  the  crossing  of  the  Intracoastal  Waterway. 
Both  stations  will  be  electric  laotor  drive.  Measurement  into  and  out  ot 
this  line  will  be  by  turbine  meter,  the  same  as  the  offshore  lines. 

The  pipeline  route  fro:^  the  terminal  to  St.  James, as  well  as  the  terminal 
site  tself, was  first  tentatively  selected  from  U.  S.  Geological  Survey  Maps. 
Next,  a  reconnaissance  was  made  on  the  ground  and  by  helicopter  for  further 
evaluation.  Finally,  aerial  photographs  were  obtained  from  the  Corp  of 
Engineers  for  use  in  dstermining  the  final  route. 

Pipeline  design  is  in  accordance  with  DOT  "Minimum  Federal  Safety  Standards 
for  Liquid  Pipelines"  and  ANSI  B31.4.  Three  optimum  line  sizes  were  selected; 
42"  48"  and  54"  for  the  three  maximum  throughput  cases.  Grade  X-bU  pipe 
with  0  500"  wall  thickness  has  been  used  in  all  cases.  Maximum  operating 
pressure  at  72%  of  specified  minimum  yield  is  the  controlling  factor  in 
design.  Appendix  19-2  shows  flow  rate  versus  pressure  drop  for  the  three 
line  sizes  at  viscosities  from  50  to  150  ssu. 

Pipe  prices  are  based  on  domestic  steel  prices  for  API  5LX  grade  60  pipe. 
No  domestic  pipe  mill  is  now  set  up  to  make  electric  weld  or  submerged  arc 
weld  pipe  larger  than  44".  Pipe  mills  have  stated  that  two  years  lead  time 
for  48"  pipe  would  be  required  from  date  of  definite  commitment  and  that  al- 
though there  have  been  a  number  of  inquiries,  no  48"  definite  "fitment  has 
yet  been  received.  Spiral  weld  pipe  in  48"  or  larger  grade  X-42.  half  inch 
wall  is  now  available  and  could  be  had  in  higher  grades  and  wall  thickness 
in  much  less  than  two  years. 

Most  of  the  78  mile  route  is  through  marsh  and  swampland,  breaking  down  as 
follows: 

Mile  Post:      0-  4  open  marsh 

4.19  parallel  to  Tennessee  Gas 

Pipeline  Canal 
19.53  open  marsh 

53-73  timbered  swamp 

73_78  cultivation  (mostly  sugar  cane) 
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Four  highways,  two  railroads,  the  Intracoastal  Waterway  (about  midpoint  on 
the  pipeline)  as  well  as  a  number  of  canals  and  bayous  are  crossed  en  route. 
There  are  no  oyster  leases  to  be  crossed.  A  map  of  the  lower  half  of  the 
route  has  been  filed  with  the  Louisiana  Wildlife  &  Fisheries  Department 
which  gives  us  priority  over  any  future  oyster  lease  filings. 

Recommended  specifications  and  construction  cost  estimates  were  obtained 
from  three  large  pipeline  contractors  who  are  all  familiar  with  the  area. 
An  average  of  the  three  estimates  was  used  in  the  investment. 

Concrete  coating  estimates  are  based  on  a  specific  gravity  in  sea  water  when 
empty  of  1.15.  Although  this  is  a  good  practical  factor  to  use  offshore,  it 
is  probably  heavier  than  necessary  for  the  pipeline  to  St.  James  and  should 
be  given  a  careful  analysis  at  the  time  of  final  design.  Internal  coating 
is  not  considered  necessary  in  the  St.  James  line. 

Construction  costs  are  based  on  the  "flotation  canal"  type  construction 
which  may  be  slightly  more  expensive  than  the  "push  ditch"  type  but  has  sev- 
eral advantages.  The  flotation  canal  leaves  the  canal  as  a  permanent  part 
of  the  landscape.  This  distubs  more  area  and  makes  construction  of  extra 
bulkheads  necessary  to  prevent  any  changes  in  surface  water  flow.  However, 
in  case  of  small  leak,  it  is  more  quickly  detected  and  the  oil  is  more  easily 
confined  and  more  easily  picked  up  off  the  canal  between  bulkheads. 

Foreign  line  crossings  both  present  and  future  are  easier  and  cheaper  with 
the  flotation  canal  type  construction.  In  larger  line  sizes  where  heavier 
construction-  equipment  is  necessary,  the  cost  advantage  of  the  push  ditch 
type  may  entirely  disappear.  In  actual  construction  we  may  well  need  some 
of  both  types  construction  and  this  will  be  better  determined  at  the  time  of 
specification  writing.  Whfire  we  parallel  Tennessee  Gas  canal  for  15  miles 
we  would  expect  to  be  able  to  work  out  an  agreement  for  merely  widening 
their  existing  canal. 

The  St.  James  line  can  be  laid  at  any  time  of  year;  however,  there  could  be 
a  considerable  cost  advantage  in  scheduling  it  for  the  winter  months  during 
the  slack  season  for  pipeline  construction  offshore  and  further  north.  The 
job  should  probably  be  broken  into  4  or  5  short  spreads  in  order  to  interest 
more  bidders.  The  northernmost  spread  should  include  only  the  10  miles  or 
so  in  St.  James  Parish  where  only  union  contractors  may  work.  The  other 
spreads  in  LaFourche  Parish  may  go  either  way. 
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Pipeline  construction  costs  may  be  roughly 

summarized  as  follov;s.:  (1972$) 

42" 

48"          54" 

Total  $H 

Total  $M     .Total  $M 

Pipeline  Material  S 
Construction             39,630 

46,330        55,930 

Pump  Stations, 
Metering,  Etc.            4,560 

6,390         8,770 

Sub  Total          44,190 

52,720        64,700 

ADD: 

5%   Supervision  &  Engineering   2,210  ' 

2,780         3,400 

■TOTAL             46,400 
v 

55,500        68,100 
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Mr.  Read.  Brief  bioo;raphios  of  key  personnel  responsible  for  the 
various  engineering  aspects  of  our  project  are  attached  to  this  state- 
ment as  pages  la  and  2a. 

The  purpose  of  our  project  is  to  provide  an  economically  and 
environmentally  feasible  facility  to  handle  the  transportation 
i-equirements  of  the  large  volumes  of  imported  petroleum  needed  to 
meet  the  Nation's  growing  energy  demands. 

By  1985  our  Nation's  energy  demands  are  expected  to  reach  the 
equivalent  of  60  million  barrels  of  petroleum  per  day.  Domestic 
sources  of  energy — including  petroleum,  natural  gas,  nuclear  power, 
coal,  and  hydroelectric  power — are  predicted  to  meet  only  three- 
quarters  of  the  national  I'equirement. 

Presently  crude  oil  supplies  42  percent  of  national  energy  con- 
sumption. Domestic  crude  production  is  expected  to  peak  in  this 
decade  at  about  13  million  barrels  per  day.  This  represents  only  77 
percent  of  oui-  present  needs,  and  by  1985,  in  light  of  both  rapidly 
rising  demand  and  domestic  inability  to  meet  that  demand,  we  will 
need  to  import  52  percent  of  our  crude  oil  requirements — an  amount 
in  excess  of  15  million  barrels  of  petroleum  per  day. 

The  cost  of  transporting  this  large  volume  of  imported  crude  oil 
takes  on  great  significance.  Costs  can  be  considerably  lessened 
through  the  use  of  supertankers,  with  a  draft  of  over  GO  feet.  Then 
years  ago  there  were  virtually  no  ships  in  the  world  of  100,000  dwt. 
Today  there  are  over  200,  and  this  lumiber  is  expected  to  i-each  800 
by  1975.  By  1980  the  200,000-300,000  dwt  tanker  will  become  the 
woi'ld's  standard.  Pertinent  excerpts  fi-om  an  analysis  of  the  world 
tank  ship  fleet  prepared  by  Sun  Oil  Co.  are  attached  to  this  state- 
ment. 

At  pi'esent  bringing  oil  to  East  and  Gulf  Coast  ports  from  the 
Persian  Gulf  in  tankers  of  47,000  dwt  costs  approximately  $13  a  ton. 
By  contrast,  250,000  dwt  tankers  can  transport  crude  oil  to  Louisi- 
ana for  about  $5.70  a  ton.  The  cost  drops  to  $5.15  a  ton  in  500,000 
dwt  tankers. 

Looked  upon  conversely,  these  transportation  savings  can  be 
viewed  as  penalties  to  American  industry  and  consumers  for  failing 
to  utilize  these  larger  vessels — higher  transportation  costs  for  crude 
oil  will  result  in  increased  consumer  product  prices,  a  further  loss  of 
competitiveness  in  world  markets  for  American  products,  and  a  high 
risk  of  the  movement  of  critical  processing  industries  outside  the 
United  States. 

A  second  significant  reason  fur  the  use  of  supertankers  to  satisfy 
our  expanding  oil  import  needs  is  the  projected  impact  of  these 
ships  in  reducing  port  congestion.  The  Port  of  New  Orleans,  for 
example,  handles  some  120  million  tons  of  cargo  annually,  one-half 
of  which  involves  the  use  of  bar-ge  transportation.  The  1,500  foot 
wide  maintained  channel  at  the  foot  of  Canal  Street  is  annually 
navigated,  inbound  only  by  over  44,000  barges,  17,000  towboats,  and 
tugs,  and  almost  15,000  ocean-going  vessels.  This  average  of  76,000 
"bottoms"  annually  does  not  include  pleasure  craft  or  ferry  boats 
nor  outbound  traffic,  and  amounts  to  210  "bottoms''  daily  through 
the  Port  of  New  Orleans.  Actually,  this  figure  could  be  doubled  for 
two-way  traffic.  For  statistical  purposes,  the  Port  of  New  Orleans  is 
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defined  as  everything  on  the  Mississippi  Elver  below  the  Port  of 

Baton  Rouge.  i  r>   i  p  . 

Because  of  depth  constrainsts.  ports  on  the  east  and  (rult  coasts 
cannot  handle  supertankers— ships  requiring  a  draft  over  60  feet 
of  water.  Although  there  are  transshipment  alternatives— bringing 
supertankers  to  deep  draft  ports  near  the  United  States  and  trans- 
shipping via  smaller  ships,  or  loading  smaller  ships  directly  from 
supertankers— transshipment  alternatives  do  not  solve,  and  m  fact 
would  aggravate  port  congestion  problems. 

The  use  of  marine  terminals  specifically  designed  to  handle  super- 
tankers would  reduce  the  potential  number  of  ships  arriving  at 
existino-  ports.  For  example,  in  the  case  of  the  use  of  47,000  d^\•t 
tanker^  as  opposed  to  250,000  dwt  tankers,  arrivals  would  be  reduced 
from  more  than  45  daily  to  less  than  nine  daily  by  1985. 

Industry  figures  show  that  more  than  78  percent  of  tanker  acci- 
dents occur  in  congested  harbor  areas.  Reducing  the  number  of  ships 
in  already  congested  traditional  port  areas  reduces  the  potential  for 
nppirlpn1"S 

In  view  of  the  significant  economic  and  environmental  advantages 
of  supertanker  operation,  the  construction  of  deepwater  crude  oil 
terminals  in  proximity  to  the  U.S.  refining  centers  is  a  pressing 

need. 

Two  deepwater  terminal  projects  are  being  designed  to  serve  the 
Gulf  Coast— the  Loop  and  Seadock  proposals.  Refineries  located 
along  the  Texas  Gulf  Coast,  and  in  western  Louisiana  would  be 
servecl  by  Seadock.  The  Loop  facility  will  serve  refineries  m  Louisi- 
ana, Mississippi,  Arkanasas,  Tennessee,  Missouri,  Kentucky,  Illinois, 
Indiana,  Ohio,  and  Michigan.  .  . 

It  is  our  opinion  that  these  facilities  are  not  m  competition  with 
each  other.  Both  of  these  projects  are  required  to  meet  the  import 
projections  mentioned  previously. 

The  Louisiana  ofi'shore  oil  port  project  as  proposed  by  Loop 
would  consist  of  a  marine  terminal  for  unloading  deep  draft  crude 
oil  tankers,  large  diameter  buried  pipelines  from  the  marine  termi- 
nal to  an  onshore  stroage  facility,  and  the  onshore  storage  facility 

itself.  , 

I  refer  subcommittee  members  to  the  map  included  m  the  addenda 

as  page  52.  ^         i-       i. 

The  marine  terminal  would  be  located  in  100  to  200  feet  of  water 
approximately  21  miles  off  the  Louisiana  coast.  The  storage  facility 
would  be  located  in  LaFourche  Parish. 

An  adjunct  to  the  Loop  facility  will  be  a  pipeline  from  the  onshore 
storage  facility  to  the  St.  James,  Louisiana  terminal  of  Caplme.       ^ 

The  LOOP  facility  will  supplement  crude  supplies  to  existing 
Louisiana  and  Mississippi  refineries,  and  through  Capline,  the  larg- 
est crude  oil  pipeline  in  the  United  States,  will  supply  many  of  the 
refineries  of  crude  oil  deficient  mid-continent  America  as  far  north 
as  Detroit.  These  areas  contain  more  than  25  percent  of  the  Nation's 
total  refinery  capacity. 

A  map  of  the  LOOP  service  area  is  attached  as  page  6a  of  the 

addenda. 

In  order  to  illustrate  the  projected  magnitude  of  imported  crudge 
oil  supplies  moving  to  the  Midwest  through  the  proposed  LOOP 
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project,  I  refer  the  members  of  the  committee  to  two  tables  included 
in  the  addenda  on  page  7a. 

These  projections  were  prepared  as  part  of  a  study  of  the  eco- 
nomic impact  of  a  Louisiana  Offshore  Oil  Port  by  Gulf  South 
Research  Instituted  (located  in  Baton  Rouge,  La.)  and  the  H.  J. 
Kaiser  Co.  of  California,  and  are  based  on  estimates  of  U.S.  energy 
requirements  for  selected  future  years  as  compiled  by  the  U.S. 
Department  of  the  Interior  and  the  National  Petroleum  Council. 

As  indicated  by  the  table  entitled  "projected  crude  Throughput 
Volume  for  a  Louisiana  Offshore  Oil  Port,"  approximately  991,000 
barrels  of  imported  ci'ude  oil  per  day  would  move  through  a  facility 
to  mid-continent  refineries  in  1977,  growing  to  1,895,000  barrels  per 
day  by  1985,  and  2,375,000  barrels  per  day  by  1990.  Each  of  these 
throughput  projections  are  approximately  50  percent  of  the  total 
throughput  of  the  terminal  as  projected  in  the  study. 

The  economic  impact  study  presents,  in  some  detail,  projections  of 
an  offshore  oil  port's  impact  on  refinery  capacity  and  employment, 
and  expresses  a  benefit-cost  ratio  to  industry  and  the  State  of  Loui- 
siana. 

In  this  regard,  I  submit  a  copy  of  the  Economic  Impact  Study  for 
the  record  of  this  hearing. 

A  number  of  different  concepts  for  the  marine  unloading  terminal 
were  studied  as  LOOP  facility  alternatives.  These  included  the 
"man-made  island"  facility  of  the  type  proposed  by  the  Maritime 
Administration,  the  more  conventional  "fixed  pier"  facility  and  the 
"single  mooring"  concept. 

Of  these  alternatives,  the  "man-made  island"  type  was  rejected  as 
infeasible  for  both  economic  and  opei-ational  reasons.  The  "fixed 
pier"  type  was  also  I'ejected  for  economic  and  operational  reasons. 
This  type  of  facility  in  a  configuration  designed  for  use  in  our  proj- 
ect would  cost  in  the  vicinity  of  $225  million;  however,  docking 
supertankers  to  a  fixed  pier  in  the  open  sea  with  the  weather  regime 
prevalent  in  the  Gulf  of  Mexico  was  considered  infeasible  without 
the  addition  of  a  prohibitively  expensive  breakwater  system. 

In  the  opinion  of  LOOP  engineers,  and  engineering  conti-actors,  a 
fixed  pier  facility  without  a  breakwater  system  would  be  inoperable 
more  than  50  percent  of  the  time  due  to  unfavorable  weather  condi- 
tions. The  $225  million  quoted  for  such  a  facility  does  not  include 
the  cost  of  a  breakwater  system. 

The  LOOP  engineers  chose  the  single  point  mooring,  or  SPM,  as 
the  most  economical  and  safest  method  of  operation  for  unloading 
large  volumes  of  crude  oil. 

With  regard  to  cost,  an  SPM  configuration  for  the  proposed 
LOOP  project  would  call  for  an  investment  in  the  vicinity  of  $150 
million.  This  includes  five  SPM's,  two  pumping  platforms,  a  crew 
quarters  platform  and  four  pipelines  (48  inches  by  56  inches  in 
diameter)  21  miles  long,  connecting  the  marine  terminal  to  the 
onshore  storage  facility. 

In  addition,  the  SPM  concept  would  allow  a  Louisiana  offshore 
oil  port  to  be  in  operation  in  the  Gulf  of  Mexico  weather  conditions 
more  than  90  percent  of  the  time,  based  on  studies  of  the  significant 
wave  periods  and  wave  height  categories. 
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The  SPM  concept  has  been  proven  in  over  100  worldwide  applica- 
tions since  the  first  single  point  mooring  buoy  was  installed  in  1959. 

A  list  of  all  single  point  mooring  installations  worldwide  is 
attached  in  the  addenda  to  this  statement. 

SPM  systems  operated  by  one  LOOP  shareholder  in  Libya,  Singa- 
pore and  Okinawa  have  handled  1.2  million  barrels  of  crude  oil 
without  a  major  spill.  Another  shareholder  operates  installations 
handling  450  million  barrels  annually,  and  these  systems  have  han- 
dled a  total  of  3.6  billion  barrels  without  a  major  spill. 

A  "major  spill"  is  defined  in  the  National  Oil  and  Hazardous 
Materials  Pollution  Contingency  Plan,  as  required  by  the  Federal 
Water  Pollution  Control  Act,  as  a  volume  of  more  than  10,000  gal- 
lons (approximately  240  barrels)  in  internal  waters,  and  more  than 
100,000  gallons  (approximately  2,400  barrels)  in  offshore  waters. 

In  order  to  develop  a  clear  understanding  of  the  system  proposed, 
I  refer  the  members  of  the  committee  to  the  simplified  flow  chart 
attached. 

As  indicated,  the  essential  elements  of  the  SPM  concept  include 
one  or  more  single  point  moorings,  pumping  and  operations  plat- 
forms, and  submerged  pipelines  carrying  unloaded  crude  oil  to  a 
shoi'e  storage  terminal. 

A  diagram  of  a  typical  single  anchor  leg  mooring  is  also  attached. 

Anchored  to  the  floor  of  the  Gulf  by  pilings,  the  SPM  floating 
buoy  can  withstand  very  extreme  sea  and  weather  conditions.  Vessel 
approach  and  departure  from  SPM's  are  relatively  simple  maneuvers 
for  tankers  of  all  sizes.  Vessels  approach  the  SPM  directly,  and 
mooring  can  be  accomplished  in  a  very  few  minutes  with  the  aid 
of  a  mooring  launch.  The  vessel  is  secured  to  the  SPM  with  bow 
lines  only,  and  is  free  to  rotate  around  a  360  degre  arc,  like  a  weather- 
vane,  always  heading  into  the  wind,  sea,  and  current.  The  vessel  and 
SPM  are  not  subject  to  as  large  environmental  forces  as  a  vessel 
rigidly  secured  to  a  fixed  berth. 

When  the  tanker  finishes  unloading,  hoses  which  had  been  con- 
nected to  the  tanker's  manifold  are  capped  and  placed  in  the  water. 
Mooring  lines  are  slipped,  and  the  tanker  leaves  the  berth  without 
the  aid  of  tugs  or  launches. 

The  design  of  the  remaining  elements  of  the  LOOP  project — the 
operations  platforms,  pipelines  and  tank  far  are  conventional  in 
nature,  and  certainly  not  unique  to  systems  presently  in  use  offshore 
Louisiana.  Designs  of  these  items  are  being  developed  in  accordance 
with  existing  Federal  and  State  regulations,  and  industry  standards. 

I  submit  for  the  record  of  this  hearing  a  draft  of  the  listing  of 
codes,  regulations,  standards  and  practices  incorporated  in  the 
LOOP  Basic  Design  Manual. 

A  vast  storehouse  of  successful  experience  with  offshore  platforms, 
submerged  pipelines,  and  tank  farm  construction  in  Louisiana  is 
readily  available. 

Engineering  design  criteria  being  developed  by  LOOP  engineers 
have,  as  a  key  consideration,  protection  of  the  environment.  Main 
factors  to  be  considered  in  designing  for  minimum  environmental 
impact  for  a  deepwater  crude  oil  unloading  terminal  include : 

( 1 )   Location  of  the  facilities ; 
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(2)  Designino;  safety  factors  in  response  to  potential  internal  or 
external  forces  such  as  pumping  pressures  and  weather  conditions : 

(3)  Protection  against  abnormal  conditions  such  as  hurricanes  or 
human  error; 

(4)  Containment  and  treatment  of  normal  effluents  such  as  waste 
water  and  sewage; 

(5)  Design  of  monitorina:  systems  and  emergency  reaction  plans; 

(6)  Design  of  methods  to  isolate  and  control  spills. 

Other  factors  requiring  consideration,  while  not  part  of  facility 
engineering  design,  include  establishing  operational  procedures  to 
prevent  or  detect  spills,  and  portable  equipment  to  control  and 
cleanup  spills. 

Location  of  the  offshore  platform  and  SPM  complex  21  miles 
offshore  is  outside  of  potentially  dangerous  bottom  mudslide  areas, 
such  as  those  around  the  mouth  of  the  Mississippi  Eiver,  and  clear 
of  existing  ship  traffic. 

Proposed  navigation  fairways  and  maneuvering  areas  are  clear  of 
existing  production  platforms.  LOOP  proposed  that  all  fairways 
will  be  marked  by  lighted  buoys,  and  that  LOOP  will  undertake 
radar  surveillance  and  monitoiing  of  all  tanker  approaches  in  the 
fairway  and  to  the  marine  terminals. 

As  I  have  previously  mentioned,  the  proposed  LOOP  facility  is 
conventional  in  nature,  including  the  use  of  pipelines  to  transport 
crude  oil  to  the  shore. 

The  safety  record  of  pipeline  transportation  far  exceeds  that  of 
other  modes  of  transportation.  In  great  measure  this  excellent  record 
is  due  to  the  development  and  adoption  of  codes  and  standards  by 
industry  and  professional  organizations.  Nineteen  such  codes  and 
standards  have  been  adopted  by  refei-ence  in  the  Department  of 
Transportation  regulations  governing  transportation  of  petroleum 
and  petroleum  i^roducts  by  pipeline,  appearing  in  section  195.3  of 
Title  49  of  the  Code  of  Federal  Regulations.  These  codes  and  stand- 
ards pertaining  to  pij^elines  and  those  which  concern  other  aspects 
of  the  LOOP  project  are  shown  at  pages  11a  and  12a  of  the 
addenda. 

Pipelines  from  the  marine  terminal  to  the  onshore  storage  facil- 
ity will  be  corrosion  protected,  wrapped  and  anchored  in  concrete, 
and  buried  beneath  the  seabed,  using  the  technology  developed  over 
many  years  of  offshore  pipelining. 

As  an  example  of  this  technology,  there  are  more  than  1,685  miles 
of  inservice  oil  pipelines  of  8  inches  or  more  in  diameter  in  the  sub- 
merged lands  and  other  Continental  Shelf  off  Louisiana. 

Pipe,  valves,  fittings  and  ])umps  must  meet  stringent  manufactur- 
er's testing  specified  by  applicable  standards.  In  addition,  LOOP 
will  employ  third  party  inspection  at  pipe  mills,  and  will  test  pipe 
after  shipment  to  Louisiana. 

During  construction,  LOOP  will  inspect  welding,  corrosion  coat- 
ing and  structural  materials  with  radiographic  and  electrical  test 
methods.  All  phases  of  the  construction  will  be  inspected  by  experi- 
enced ]5ersonnel,  and  on  completion  of  the  facility  installation,  all 
parts  of  the  system  subject  to  pressure  will  be  hydrostatically  tested 
well  above  maximum  operating  pressure. 
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LOOP  also  proposes  to  install  leak  detection  and  reaction  systems. 
Pipelines  coming  to  shore  will  be  equipped  with  custody  transfer 
grade  metering  on  the  offshore  platform  and  at  the  oushore  termi- 
nal. These  meters  will  be  continuously  monitored  by  a  computer 
located  in  the  control  building  at  the  onshore  terminal. 

Should  the  onshore  meter  show  a  predetermined  quantity  less  than 
the  offshore  meter,  the  system  will  alarm.  Also,  a  simultaneous 
decrease  in  discharge  ])ressure  and  an  increase  in  flow  rate  at  the 
platforms  will  cause  the  pumping  unit  on  that  pipeline  system  to 
shut  down,  and  an  alarm  to  be  transmitted  to  the  control  center. 

LOOP  operating  personnel  will  be  assisted  by  sophisticated  visual 
displays  of  the  facilities  and  operating  conditions.  Weather  and  sea 
data  will  be  continuously  monitored  and  visually  shown.  A  first  class 
communications  network  will  be  installed,  with  standby  power  for 
emergency  operation  provided. 

Facilities  will  be  designed  to  contain  effluents  until  treatment  ren- 
ders them  harmless  to  the  environment.  Storage  tanks  Avill  be 
equipped  with  floating  roofs  to  minimize  venting  of  hydrocarbons  to 
the  atmosphere.  A  system  of  dikes,  sumps,  and  directed  drainage 
will  collect  oily  waste  water  which  will  then  be  treated  prior  to 
returning  to  the  outside  environment.  The  entire  tank  farm  area  will 
be  enclosed  in  a  dike  higher  than  the  incidence  of  any  storm  driven 
tide  over  a  100-year  period. 

Storage  tanks  will  be  surrounded  by  dikes  to  contain  potential 
spills  in  the  tank  farm  area,  and  the  pipelines  in  the  area  will  be 
equipped  with  valve  systems  to  isolate  damaged  pipes.  Pumps  will 
be  available  to  clear  damaged  pipelines  or  storage  tanks,  and  the 
entire  facility  will  be  equipped  with  both  fixed  and  portable  fire- 
fighting  systems. 

The  use  of  supertankers  and  deepwater  terminals  would,  by  reduc- 
ing the  number  of  tankers  arriving  at  existing  U.S.  ports,  and 
thereby  reducing  the  probability  of  collisions  or  groundings,  reduce 
the  number  of  oil  spill  accidents. 

The  results  of  a  CEQ  study  concluded  that  the  use  of  supertank- 
ers and  deepwater  tei-minals  would  reduce  spills  to  10  percent  of 
what  they  would  be  with  the  use  of  smaller  ships. 

Further,  the  LOOP  facility,  as  an  unloading  terminal,  would  not 
be  subject  to  the  problems  of  disposal  of  oily  ballast. 

Although  the  potential  for  a  major  spill  is  greatly  reduced,  con- 
tingency plans  must  be  drawn  in  the  event  of  a  spill.  Spilled  oil 
must  be  contained  and  retrieved.  The  American  Petroleum  Institute, 
the  Environmental  Protection  Agency  and  the  Coast  Guard  are 
involved  in  extensive  research  programs  into  the  mechanics  of  spill 
cleanup  in  open  water.  Trained  personnel  and  fast  reaction  cleanup 
equipment  are  presently  available  in  the  Gulf  of  Mexico. 

Industry  and  tanker  operators  assure  financial  liability  for 
cleanup  of  spills.  The  "TOVALOP"  program  covers  over  95  percent 
of  tankers  serving  the  United  States,  and  provides  for  cleanup  costs 
based  on  tanker  tonnage  up  to  $10  million. 

In  addition,  oil  companies  participating  in  "CRISTAL"  provide 
coverage  up  to  $30  million  for  the  cleanup  procedures  immediately, 
without  delays  wating  for  responsibility  to  be  assigned. 
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This  immediato  response  mechanism  certainly  is  in  aid  of  the 
requirements  of  the  Federal  Water  Pollution  Control  Act  Amend- 
ments of  197'-2  for  reimbursement  from  a  vessel  owner  or  operator, 
and  for  reimbursement  from  an  oflFshore  facility  owner  or  operator 
to  the  United  States  for  cleanup  costs.  This  act  provides  as  to  vessel 
owners  and  operators  a  liability  of  $1,000  per  gross  ton,  or  $14  mil- 
lion, whichever  is  lesser,  if  the  spill  results  from  acts  or  negligence 
short  of  willful  negligence  or  misconduct. 

In  the  latter  case  the  act  provides  expressly  that  there  is  no  limit 
on  the  liability  of  the  owner  or  operator.  As  to  owners  and  operators 
of  oifshore  facilities,  the  liability  is  $8  million  when  short  of  willful 
negligence  or  misconduct,  with  no  limit  when  the  spill  results  from 
willful  negligence  or  misconduct. 

Initially,  it  is  expected  that  the  LOOP  facility  will  consist  of 
three  SPM's,  operations  platforms,  and  two  buried  pipelines  to  a 
shore  storage  facility.  The  SPM's  would  be  located  in  100-120  feet 
of  water,  approximately  21  miles  offshore,  and  SPM's  and  lines  to 
shore  woiUd  be  added  subsequently  until  the  full  configuration  of 
five  SPlNI's  and  five  lines  to  shore  is  attained.  This  facility  will  have 
a  potential  throughput  capacity  of  over  4  million  barrels  per  day, 
and  would  be  able  to  unload  tankers  of  500,000  dwt  at  a  rate  in 
excess  of  100,000  barrels  per  hour. 

Investment  figures  for  the  LOOP  project  include  approximately 
$150  million  for  the  offshore  facility,  including  pipelines,  and  $130 
million  for  the  onshore  storage  terminal.  A  large  diameter  pipeline 
connecting  the  storage  facility  with  the  Capline  terminal  at  the  Mis- 
sissippi River  will  require  an  additional  investment  of  $88  million. 

With  regard  to  this  pipeline,  I  should  point  out  that  it  is  being 
designed  by  LOOP,  but  will  be  separately  owned  by  a  number  of 
LOOP  shareholders. 

In  site  selection  for  the  various  facility  elements,  LOOP,  Inc.,  has 
maintained  close  contact,  and  continues  to  consult  with  local.  State, 
and  Federal  agencies. 

In  studying  the  various  alternatives  for  the  marine  terminal  loca- 
tion, including  navigation  fairways,  we  have  been  in  contact  with 
State  and  Federal  agencies  having  interest  in  our  proposed  project. 

We  have  maintained  contact  with  representatives  of  both  the 
Environmental  Protection  Agency  and  the  Council  on  Environmen- 
tal qualify,  and  have  consulted  with  them  concerning  design  criteria, 
facility  location,  and  operating  procedures. 

To  determine  the  preferred  I'outes  for  onshore  pipelines,  consulta- 
tions are  contiiniing  with  representatives  of  the  Louisiana  Depart- 
ment of  Wildlife  and  Fisheries,  Louisiana  State  University  Center 
for  Wetland  Resources,  and  members  of  the  Lafourche  Parish  Port 
Commission. 

On  March  80,  1973,  in  a  presentation  to  the  Louisiana  Deep  Draft 
Harbor  and  Terminal  Authority,  a  State  agency  created  by  the  leg- 
islature to  promote  and  regulate  deep  draft  port  development  in 
Louisiana,  LOOP  requested  that  our  proposed  terminal  facility  be 
included  as  phase  1  of  the  authority's  development  ])rogram. 

The  liOuisiana  statute  requires  that  the  authority  promulgate  an 
environmental  protection  plan  to  assure  protection  of  the  environ- 
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ment  throughout  all  phases  of  the  authority's  development  program. 

I  submit  a  copy  of  the  act  creating  the  Louisiana  Deep  Draft 
Harbor  and  Terminal  Authority  and  outlining  the  environmental 
protection  plan  for  the  record  of  this  hearing. 

In  preparation  for  our  designation  as  phase  1  of  the  Louisiana 
Deep  Draft  Harbor  and  Terminal  Authority's  development  pro- 
gram, and  in  expectation  of  an  application  for  an  offshore  oil  port 
to  be  readied  for  Federal  approval  late  this  summer,  LOOP  has 
recently  initiated  tAvo  major  studies  leading  to  a  detailed  environ- 
mental assessment. 

LOOP  has  begun  a  12-month  environmental  assessment  program, 
expected  to  cost  up  to  $1  million,  designed  to  more  than  meet  the 
requirements  for  environmental  impact  statements  outlined  by  the 
National  Environmental  Policy  Act  of  1969. 

LOOP  Avill  prepare  a  complete  environmental  assessment  report 
and  submit  this  report,  as  well  as  all  basic  data  used  to  prepare  the 
report  to  the  designated  Federal  lead  agency  as  part  of  the  permit 
application. 

The  objectives  of  LOOP's  program  are  to  provide  a  comprehen- 
sive description  of  existing  baseline  conditions,  and  to  predict  the 
impact  of  construction  and  operation  of  the  proposed  facility  on 
these  conditions. 

The  study  will  be  the  most  comprehensive  ever  undertaken  in 
Louisiana's  coastal  zone,  and  the  data  will  ultimately  revert  to  the 
public  domain  for  use  by  all  citizens  with  an  interest  in  this  area. 

For  this  study,  the  proposed  facility  has  been  divided  into  two 
basic  components :  The  area  of  the  offshore  unloading  terminal, 
including  the  area  of  the  pipeline  route  to  shore,  and  the  area  of  the 
tank  farm. 

A  study  of  the  pipeline  route  from  the  tank  farm  to  Capline  is 
being  undertaken  under  the  same  contractual  agreement.  Study  of 
the  tank  farm  ai'ea  will  also  include  study  of  the  adjacent  bays  and 
estuaries. 

Three  organizations  have  been  chosen  to  conduct  these  environ- 
mental assessment  studies.  Nicholls  State  University  located  at  Thi- 
bodeaux.  La.,  will  furnish  seven  principal  investigators  with  exper- 
tise in  chemistry  or  biology,  and  will  be  responsible  for  all  offshore 
chemical  and  biological  investigations. 

The  area  to  be  studied  by  Nicholls  consists  of  the  waters  located 
approximately  5  miles  on  either  side  of  the  proposed  offshore  termi- 
nal and  pipeline  route  from  the  unloading  area  to  shore. 

Bottom  trawling  will  be  employed  monthly  at  each  of  15  stations 
to  determine  the  species  composition,  i-elative  abundance  and  sea- 
sonal distribution  of  the  fishes  and  lai'ge  benthic  invertebrates,  pri- 
marily crustacean. 

In  addition,  the  water  column  and  bottom  sediment  will  be  sam- 
pled for  benthics,  zooplankton,  phytoplankton,  and  chemical 
analysis. 

The  Louisiana  State  LTniversity  Center  for  Wetland  Resources  has 
been  chosen  to  conduct  the  offshore  physical  oceanographic  studies 
and  the  complete  onshore  environmental  assessments  of  the  tank 
farm  site,  the  adjacent  bays  and  estuaries,  and  the  pipeline  route  to 
Capline. 
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The  experience  and  expertise  of  the  LSU  Center  for  Wetland 
Resources  in  marshland  studies  is  "widely  recognized.  LSU  will  fur- 
nish nine  principal  investigators,  as  well  as  six  research  associates. 

As  part  of  the  oceanographic  study,  a  12-month  general  survey 
will  be  made  of  the  seasonal  variability  of  the  circulation  patterns 
in  the  areas  of  the  gulf  of  Mexico  affected  by  the  proposed  facility. 

In  addition,  a  detailed  study  will  be  made  utilizing  moored  cur- 
rent meters  to  determine  the  velocity  structure  in  the  vicinity  of  the 
proposed  offshore  terminal  site. 

Monthly  samplings  will  be  made  of  temperature  and  salinity  dis- 
tributions in  the  regions  from  the  Mississippi  Delta  to  the  area  of 
the  proposed  offshore  site,  and  from  the  shore  to  the  120-foot-depth 
contour. 

Net  drift  from  the  vicinity  of  the  proposed  site,  and  from  the 
shore  will  be  evaluated  by  drift  card  releases,  drogue  tracking,  and 
dye  releases. 

In  addition  to  the  offshore  physical  study,  LSU  will  have  respon- 
sibility for  the  onshore  tank  farm  and  pipeline  route. 

During  the  12-month  study,  LSU  Avill  identify  all  present,  past, 
and  future  land  uses  and  provide  a  detailed  description  of  the  topo- 
graphic, physiographic,  and  geologic  features  within  the  area  of  the 
proposed  action. 

On  a  bimonthly  basis  the  study  will  identify  and  qualify  all  ter- 
restrial and  acquatic  organisms  in  the  various  habitats  involved, 
including  the  near-shore  gulf  bottom,  estuarine  water  bodies,  natu- 
ral levee  forests,  and  back  swamp  forests. 

The  socioeconomic  considerations  for  the  environmental  assessment 
rejiort  will  be  furnished  by  an  economic  impact  study  already  com- 
pleted. 

Existing  air  and  water  quality  at  the  proposed  site  and  maximum 
noise  levels  at  site  boundaries  will  be  determined.  At  the  close  of  the 
12-month  program,  LSIT  will  pr-epare  the  final  report  and  interpret 
all  data  and  results,  including  those  data  obtained  by  Nicholls  State 
University. 

In  addition  to  Nicholls  State  TTniversity  and  LSU,  LOOP  has 
retained  the  firm  of  Dames  and  Moore  to  serve  as  consultants.  The 
primary  ]:)urpose  of  Dames  and  Moore  is  to  provide  guidance  as 
required  for  environmental  report  planning  and  preparation.  Total 
cost  of  loop's  environmental  assessment  program  will  be  as  much 
as  $1  million. 

A  common  objective  of  State  and  Federal  Governments  and  the 
oil  industry  must  be  to  assure  that  the  United  States  has  the  ability 
to  receive  sufficient  supplies  of  foreign  petroleum  to  meet  energy 
requirements. 

It  is  our  position  that  Federal  legislation  for  offshore  ports  should 
take  the  form  of  a  single-purpose  licensing  law. 

H.R.  5898  appears  to  adopt  this  concept,  as  contrasted  with  H.R. 
5091.  Under  H.R.  5091  the  apparent  purpose  is  to  provide  for  the 
fullest  protection  of  the  marine  environment  against  adverse  impact 
which  may  result  from  construction  and  operation  of  several  kinds 
of  offshore  facilities. 

Under  the  National  Environmental  Policy  Act  any  Federal 
agency  with  special  expertise  concerning  the  environmental  impact 
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of  action  proposed  by  another  agency  has  a  duty  to  comment  upon 
such  impact. 

Logically,  if  there  is  a  justification  for  the  certification  responsi- 
bility envisioned  in  H.R.  5091,  a  similar  justification  could  be  rea- 
soned for  each  other  agency  which  has  special  expertise  on  other 
aspects  of  the  environmental  impact  of  such  a  project. 

But  if  all  such  agencies  possessed  certification  responsibility,  the 
application  of  the  certificate  procedure  would  reach  the  same  result 
as  that  intended  under  the  National  Environmental  Policy  Act. 

As  indicated  previously,  the  focal  point  in  environmental  assess- 
ment of  a  project  under  the  National  Environmental  Policy  Act  is 
the  agency  possessing  the  responsibility  for  authorization  of  the 
project.  Such  an  agency  has  not  been  designated  for  an  offshore  oil 
port.  This  is  the  pressing  need,  and  it  can  be  met  by  application  of 
the  concept  adopted  in  H.R.  5898. 

We  concur  with  the  statement  of  the  chairman  at  the  commence- 
ment of  these  hearings  that  neither  of  these  bills  meets  the  overall 
need. 

We  would  be  pleased  to  submit  to  the  committee  our  analysis  of 
necessary  matters  to  be  covered  in  legislation  so  far  as  it  relates  to 
offshore  oil  ports.  Such  an  analysis  would  consider  H.R.  5898,  as 
well  as  the  other  bill,  which  adopts  the  licensing  law  concept — H.R. 
7501,  as  proposed  by  the  Department  of  the  Interior. 

Pending  submission  of  the  analysis,  we  observe  generally  tliat 
existing  statutes  ought  not  to  be  amended  in  a  patchwork  fashion, 
that  the  licensing  procedures  should  be  as  simple  as  is  possible,  and 
result  in  an  expeditious  administrative  decision  following  concomi- 
tant consideration  of  energy  needs  and  environmental  impact ;  that  a 
suitable  means  for  consideration  of  the  interests  of  the  respective 
state  be  found;  and  that  there  be  specific  extension  of  such  laws  as 
are  necessary  to  the  offshore  oil  port. 

In  conclusion,  there  is  a  real  and  pressing  need  for  governmental 
action  which  will  establish  procedures  under  which  suitably  located 
deep  water  terminal  facilities  can  be  constructed  without  unnecessary 
delay. 

The  urgency  of  this  need  is  highlighted  by  rapid  growth  in  U.S. 
petroleum  imports  and  the  time  lag  between  a  commitment  to  con- 
struct a  deepwatei-  terminal  and  its  actual  operation. 

I  would  like  to  again  thank  the  distinguished  members  of  this 
committee  for  their  interest  and  will  answer  any  questions  you  may 
have  concerning  our  project. 

The  marine  terminal  would  be  located  in  100  to  120  feet  of  water, 
approximately  21  miles  off  the  Louisiana  coast. 

The  storage  facility  would  be  located  in  Bayou  LaFourche.  The 
LOOP  facility  will  supplement  crude  oil  supplies  to  existing  I^uisi- 
ana  and  Mississippi  refineries,  and  through  a  tie-in  to  Capline,  will 
supply  many  of  the  crude  oil  deficient  Midwest  areas  as  far  north  as 
Dstroit. 

These  areas  contain  25  percent  of  the  Nations  refining  capp.city. 
The  map  is  on  page  6a  of  the  a-idenda. 

The  pr( ejected  magnitude  of  crude  oil  supplies  moving  to  the  Mid- 
west, through  a  Louisiana  offshore  oil  port  were  considered  in  a 
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study  prepared  by  Gulf  South  Research  Institute  and  the  H.  J. 
Kaiser  Co.  These  supply  figures  are  based  on  estimates  of  the  U.S. 
energy  requii-ement  for  selected  future  years,  as  complied  by  the 
U.S.  Department  of  Interior  and  the  National  Petroleum  Council. 

As  indicated,  approximately  091,000  barrels  of  imported  crude  per 
day  would  move  through  a  facility  to  Midwest  refineries  in  1977. 

This  would  grow  to  1,895,000  barrels  per  day  by  1985,  and 
2,375,000  barrels  per  day  by  1990. 

The  impact  study  presents  in  detail  projections  of  a  Louisiana 
offshore  oil  port  effect  on  refinery  capacity,  and  also  employment. 

I  will  submit  a  copy  of  this  study  also  for  the  committee's  record. 

The  Chairman.  Without  objection  it  will  appear  in  the  record  at 
this  point. 

[The  document  referred  to  may  be  found  on  p.  553.] 

Mr.  Read.  A  number  of  different  concepts  for  the  marine  unload- 
ing terminal  were  studied  as  LOOP  facility  alternatives.  These 
included  the  manmade  sea  island  facility,  the  types  studied  by  the 
Maritime  Administration,  the  more  conventional  fixed-pier  facility, 
and  the  single-point  mooring  concept. 

Of  these  alternatives,  the  manmade  sea  island  type  was  rejected  as 
infeasible  for  economic  reasons. 

A  fixed-pier  facility  without  a  breakwater  system  would  be  inop- 
erable 50  percent  of  the  time,  due  to  the  unfavorable  weather  condi- 
tions. 

LOOP  engineers  chose  the  single-point  mooring  as  the  most  eco- 
nomical, safest  and  most  environmentally  satisfactory  method  of 
operation  for  unloading  large  volumes  of  crude  oil. 

The  SPM  concept  would  allow  a  Louisiana  offshore  port  to  be 
operational  in  the  Gulf  of  Mexico  weather  conditions  more  than  95 
percent  of  the  time.  This  is  based  on  studies  of  wave  periods  and 
height  categories. 

The  SPM  concept  has  been  proven  in  over  100  worldwide  applica- 
tions since  the  first  mooring  buoy  was  installed  in  1959. 

We  have  included  a  list  of  all  the  single  mooring  installations 
worldwide  on  pages  8a  through  28a  of  our  statement. 

SPM  systems  operated  by  one  of  the  LOOP  shareholders  in 
Libya,  Singapore,  and  Okinawa  have  handled  1.2  billion  barrels  of 
crude  oil  without  a  major  spill. 

Another  shareholder  operates  installations  handling  450  million 
barrels  annually,  and  these  facilities  have  handled  3.6  billion  barrels 
without  a  major  spill. 

For  a  simplified  view  of  the  SPM  LOOP  look  on  page  21a  and 
22a  of  our  addenda. 

The  Chairman.  Let  us  have  just  a  moment  to  look  at  that. 

We  will  come  back  to  that. 

You  may  proceed. 

Mr.  Read.  All  right,  anchored  to  the  floor  of  the  gulf  the  SPM 
floating  buoy  can  withstand  very  extreme  sea  and  weather  conditions 
aiid  vessel  approach  and  departure  from  SPM's  are  relatively 
simply  maneuvers  for  tankers  of  all  sizes. 

The  remaining  elements  of  the  LOOP  project,  the  operations  plat- 
forms, the  pipelines  and  the  tank  farm  are  conventional  in  nature. 
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Designs  of  these  items  are  in  accordance  with  existing  Federal  and 
State  Regulations,  and  industry  standards. 

I  will  also  submit  for  the  record  a  draft  listing  of  the  codes,  regu- 
lations, standards  and  practices  which  are  incorporated  in  the 
LOOP  Basic  Design  Manual. 

The  Chairman.  Without  objection. 

[The  document  referred  to  follows :] 

LOOP  BASIC  DESIGN  MANUAL 
Codes,  REGxn:ATioNs,  Standabds,  and  Peactices 

3.01    PIPELINES 

3.011  Oovemment  Regulations 

Bureau  of  Land  Management  Permits 

Corps  of  Engineers  Permits 

Office  of  Pipeline  Safety 

Title  49,  Part  192  Transportation  of  Natural  Gas  by  Pipeline  (Fuel) 

Title  49,  Part  195  Transportation  of  Liquids  by  Pipeline 

3.012  Industry  Codes,  Standards  and  Practices 

3.0121  Codes 

American  National  Standards  Institute  : 

B31.4  Liquid  Petroleum  Transportation  Piping  Systems 

3.0122  Standards 

American  National  Standards  Institute : 

B16.5  Steel  Pipe  Flanges 

B16.9  Wrought  Steel  Butt-welding  Fittings 
American  Petroleum  Institute : 

5LS  Specification  for  Spiral- Weld  Line  Pipe 

5LX  Specification  for  High-Test  Weld  Line  Pipe 

6D  Specification  for  Pipeline  Valves 

601  Specification  for  Metallic  Gaskets 

1104  Standard  for  Welding  Pipeline 
Manufacturer's  Standardization  Society : 

SP44  Steel  Pipe  Line  Flanges 

SP48  Steel  Butt-welding  Fittings  (26"  up) 

3.0123  Recommended  Practices 
American  Petroleum  Institute: 

RP5L1  Railroad  Transportation  of  Line  Pipe 

RP1102  Liquid  Petroleum  Pipelines  Crossing  Railroads  and  Highways 
RP1109  Marking  Liquid  Petroleum  Pipeline  Facilities 
RPlllO  Pressure  Testing  of  Liquid  Petroleum  Pipeline 
National  Association  of  Corrosion  Engineers  : 

RP-01  Control  of  External  Corrosion  on  Underground  or  Submerged  Metal- 
lic Piping  System 

3.02    OFFSHORE   UNLOADING  FACILITIES 

3.021  Government  Regulations 

American  Bureau  of  Ships  : 

Standards  for  Hull  Design  (SPM) 
Coast  Guard : 

CG-321  Marine  Warning  System 
Federal  Aviation  Administration : 

Regulation,  Part  77  Heliport  Navigable  Airspace  Specification 
Outer  Continental  Shelf  Office :  OCS  No.  8  Platform  Safety  and  Pollution.  Part 
2  Control  Equipment  (Installation  Only) 

OCS  No.  9  General  Design.  Part  1  (Installation  Only) 

3.022  Industry  Codes,  Standards  &  Practices 
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3.0221  Codes 

American  National  Standards  Institute: 

B31.4  Liquid  Petroleum  Transportation  Piping  Systems 

CI  National  Electrical  Code 
American  Society  of  Mechanical  Engineers  : 

F3  Pressure  Vessels  (Sec.  VIII)  Division  1 
National  Fire  Protection  Association  : 

30  Flammable  and  Combustible  Liquids  Code 

78  Lightning  Protecaion  Code 
Underwriters  Laboratories : 

National  Board  of  Fire  Underwriters  Building  Code 

3.0222  Standards 

American  National  Standards  Institute  : 

A58.1  Minimum  Design  Loads  in  Buildings 

B16.5  Steel  Pipe  Flanges 

B16.9  Wrought  Steel  Butt-welding  Fittings 

C37.20  Switchgear  assemblies 
American  Petroleum  Institute : 

2B  Specification  for  Fabricated  Structural  Steel  Pipe 

2C  Specification  for  Offshore  Craned 

5L  Specification  for  Line  Pipe 

5LX  Specification  for  High  Test  Line  Pipe 

6D  Specification  for  Pipeline  Valves 

601  Metallic  Gaskets 

610  Centrifugal  Pumps  for  General  Refinery  Service 

613  High-Speed  Special-Purpose  Gear  Units 

616  Combustion  Gas  Turbines  for  General  Refinery  Services 

1104  Standard  for  Welding  Pipelines 

2531  Mechanical  Displacement  Meter  Provers 

2534  Measurement  of  Liquid  Hydrocarbons  by  Turbine  Meter  Systems 

2543  American  Standard  Method  of  Measuring  the  Temperature  of  Petro- 
leum and  Petroleum  Products 

2545  Method  of  Gaging  Petroleum  and  Petroleum  Products 

2546  Standard  Method  of  Sampling  petroleum  and  petroleum  products 
Manufacturer's  Standardization  Society : 

SP44  Steel  Pipe  Line  Flanges 

SP4S  Steel  Butt-Welding  Fittings  (26"  up) 
National  Electrical  Manufacturers  Association : 

TRl  Transformers,  Regulators  and  Reactors 

SG3  Low- Voltage  Power  Circuit  Breakers 

SG4  High-Voltage  Power  Circuit  Breakers 

SG5  Power  Switchgear  Assemblies  (For  first  chapter,  see  ANSI  C37.20 — 
1969) 

WC3  Rubber-insulated  Wire  and  Cable  for  the  Transmission  and  Distribu- 
tion of  Electrical  Energy 

WC5  Thermoplastic-insulated  Wire  and  Cable  for  the  Transmission  and 
Disti'ibution  of  Electrical  Energy 

MGl  NEMA  Motor  and  Generator  Standards 

WC7    Cross-Linked    Thermosetting    Polyethylene    Insulation    for    Power 
Cables  Rated  0  through  600  volts 

WC8  Ethylene-Propylene-Rubber,    Ozone-Resistant,    Wires    and    Cables, 
5,000  volts  and  less 
Standards  of  the  Hydraulic  Institute : 

Single-Point  Mooring  Forum  :  Hose  Standards 

3.0223  Recommended  Practices 

American  Gas  Association : 

Gas  Measurement  Committee  Report 

American  Institute  Steel  Construction  Manual : 

American  Petroleum  Institute : 

RP2A  Planning,  Designing  &  Constructing  Fixed  Offshore  Platforms 

RP500A  Classification  of  Areas  for  Electrical  Installations  in  Refineries 
RP2003  Protection  Against  Static,  Lightning  &  Stray  Currents 


359 

Instrument  Society  of  America  : 

RP3.1  Flowmeter  Installations,  Seal  and  Condensate  Chambers 
RP4.1  Uniform  Face  to  Face  Dimensions  for  Flanged  Control  Valve  Bodies 
S5.1  Instrumentation  Symbols  and  Identification 
RP12.1  Electrical  Instruments  in  Hazardous  Atmospheres 
S12.4  Instrument  Purging  for  Reduction  of  Hazardous  Area  Classifications 
RP31.1  Specification,  Installation  and  Calibration  of  Turbine  Flowmeters 
RP201  Instruments,   Gages,   Tliermocouples,  Orifice  Plates  and  Flanges, 
Control  Valves,  and  Pressure  Safety  Valves 

National  Fire  Protection  Association  : 

10  Installation  of  Portable  Fire  Extinguishers 

20  Centrifugal  Fire  Pumps 

37  Stationary  Combustion  Engines  and  Gas  Turbines 

77  Static  Electricity 

496  Purged  Enclosures  for  Electrical  Equipment  in  Hazardous  Location 

Single-Point  Mooring  Forum : 
Guide :  Hose 

Steel  Structures  Painting  Council : 
SPl-10  Cleaning  Procedures 

3.03    STATIONS    AND    TERMINALS 

3.031  Government  Regulations 

Office  of  Pipeline  Safety  : 

Title  49,  Part  195  Transportation  of  Liquids  by  Pipeline 

3.032  Industry  Codes,  Standards  and  Practices 

3.0321  Codes 

American  Concrete  Institute : 

318  Building  Code  Reciuirements  for  Reinforced  Concrete 
American  National  Standards  Institute : 

B31.4  Liquid  Petroleum  Transportation  Systems 

CI  National  Electrical  Code 
American  Society  of  Mechanical  Engineers  : 

F3  Pressure  Vessels  (Section  VIII)  Division  1 
National  Fire  Protection  Association  : 

30  Flammable  and  Combustible  Code 

78  Lightning  Protection  Code 
Underwriters  Laboratories : 

National  Board  of  Fire  Underwriters  Building  Code 

3.0322  Standards 

American  National  Standards  Institute  : 

A58.1  Minimum  Design  Loads  in  Buildings 

B1G.5  Standard  Pipe  Flanges 

B1B.9  Wrought  Steel  Butt-welding  Fittings 

C37.20  Switchgear  assemblies 
American  Petroleum  Institute : 

5L  Specification  for  Line  Pipe 

5LS  Specification  for  Spiral-Weld  Line  Pii>e 

5LX   Si>ecifieati()n  for  High  Test  Line  Pipe 

GD  Specification  for  Pipeline  Valves 

12D  Large  AVelded  Production  Tanks 

601  Metallic  Gaskets 

610  Centrifugal  Pumps  for  General  Refinery  Service 

613  Hish-Speed  Special-Purpo-e  Gear  I'nits 

616  Combustion  Gas  Turbines  for  General  Refinery  Service 

650  Welded  Steel  Tanks  for  oil  storage 

1104  Standard  for  Welding  Pipeline 

2000  Venting  Atmospheric  and  Low  Pressure  Storage  Tanks 

2531  Mechanical  Displacement  Meter  Provers 

2534  Measurement  of  Liquid  Hydrocarbon  by  Turbine  Meter  Systems 

2543  American  Standard  Method  for  Measuring  the  Temperature  of  Petro- 
leum and  Petroleum  Products  ^     ,     ^^ 

2545  Method  of  Gaging  Petroleum  and  Petroleum  Products! 

2546  Standard  Method  of  Sampling  Petroleum  and  Petroleum  Products 
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American  Wood  Preserving  Association  : 

C3  Standard    for    tlie    Preservative    Treatment    of    Piles    by    Pressure 
Processes. 
Manufacturer's  Standardization  Society : 

SP44  Steel  Pipe  Line  Flanges 

SP48  Steel  Butt-welding  Fittings  (26"  up) 
National  Electrical  Manufacturer's  Association  : 

TRl  Transformers,  Regulators  and  Reactors 

SG3  Low-Voltage  Power  Circuit  Breakers 

SG4  High-Voltage  Power  Circuit  Breakers 

SG5  Power  Switchgear  Assemblies  (For  first  chapter,  see  ANSI  C37.20 — 
1969) 

WC3  Rubber-insulated  Wire  and  Cable  for  the  Transmission  and  Distri- 
bution of  Electrical  Energy 

WC5  Thermoplastic-insulated  Wire  and  Cable  for  the  Transmission  and 
Distribution  of  Electrical  Energy 

MGl  NEMA  Motor  and  Generator  Standards 

WC7    Cross-Linked    Thermosetting    Polyethylene    Insulation    for    Power 
Cables    Rated  0   through   600   volts 

WC8  Ethylene-Propylene-Rubber,  Insulated,  Ozone-Resistant,  Wires  and 
Cables,  5000  volts  and  less. 
Standards  of  the  Hydraulic  Institute  : 

8.0323    Recommended  Practices 

American  Gas  Association 

Gas  Measurement  Committee  Report 

American  Institute  Steel  Construction  Manual 

American  Petroleum  Institute : 

RP500C  Classification  of  Areas  for  Electrical  Installations  for  Pipelines 
RP2003  Protection  against  Static,  Lighting  and  Stray  Currents 

Instrument  Society  of  America  : 

RP3.1  Flowmeter  Installations,  Seal  and  Condensate  Chambers 
FP4.1  Uniform  Face  to  Face  Dimensions  for  Flanged  Control  Valve  Bodies 
S5.1  Instrumentation  Symbols  and  Identification 
RP12.1  Electrical  Instruments  in  Hazardous  Atmospheres 
S12.4  Instrument  for  Reduction  of  Hazardous  Area  Classifications 
RP31.1  Specification,  Installation  and  Calibration  of  Turbine  Flowmeters 
RP201.  Instruments,  Gages,  Thermocouples,  Orifice  Plates  and  Flanges, 
Control  Valves,  and  Pressure  Safety  Valves 

National  Association  of  Corrosion  Engineers : 
RP-01  Control  of  External  Corrosion 

National  Fire  Protection  Association  : 

6  Sprinklers,  Fire  Pumps  and  Water  Tanks 

10  Installation  of  Portable  Fire  Extinguishers 

11  Foam  Extinguishing  System 
20  Centrifugal  Fire  Pumps 

37  Stationary  Combustion  Engine  and  Gas  Turbine 
77  Static  Electricity 

496  Purged  Enclosures  for  Electrical  Equipment  in  Hazardous  Location 
Steel  Structures  Painting  Council : 
SPl-10  Cleaning  Procedures 

3.04    ENVIRONMENTAL 

S.O^il     Government  Regulations 

Coast  Guard : 

33CFR154  Large  Oil  Transfer  Facilities 

33CFR156  Oil  Transfer  Operations 
Environmental  Protection  Asrency  : 

National  Environmental  Policy  Act 
State  of  Louisiana : 

Environmental  Protection  Plan  for  Deep  Draft  Harbor 

Federal  Clean  Air  Act  Implementation 

Federal  Noise  Control  Act  Implementation 

Federal  Water  Pollution  Control  Act  Implementation 
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3,05    COMMUNICATIONS 

3.051  Government  Regulations 
Federal  Communications  Commission : 

Rules  and  Regulations 

3.052  Industry  Standards 
Electronic  Industry  Association : 

TR-141  Microwave  Relay  System  for  Communications 

TR-142  Microwave  Housing  Facilities 

RS-152  Minimum  standards  for  Land-Mobile  communication  F.M.  or  P.M. 
transmitters  25-470  MHZ 

RS-158  Mechanical  Consideration  for  Transmission  Line  in  Microwave 
Relay  Applications 

RS-159  Mechanical  Characteristics  for  Microwave  Relay  System  Antennas 
and  Passive  Reflectors 

RS-173  Emergency  Stand-by  Power  Generators  and  Accessories  for  Micro- 
wave Systems 

RS-195-A  Electrical  and  Mechanical  Characteristics  for  Microwave  Relay 
System  Antennas  and  Passive  Reflectors 

RS-199  Solid  Dielectric  Transmission  Systems 

RS-200  Circular  Waveguide 

RS-203  Microwave  Transmission  Systems 

RS-204  Minimum  standards  for  Land-Mobile  communications  FM  or  PM 
receivers 

RS-210  Terminating  and  Signaling  Equipment  for  Microwave  Communi- 
cations System — Part  I  Telephone  Equipment 

RS-222-A  Structural  Standards  For  Steel  Antenna  Towers  and  Antenna 
Supporting  Structures 

RS-225  Rigid  Coaxial  Transmission  Lines  50  Ohms 

RS-232  Interface  between  data  terminal  equipment  and  communication 
equipment  employing  serial  data  interchange 

RS-237  Minimum  standards  Land-Mobile  systems  using  FM  or  PM  in  the 
25-470  MHZ  frequency  spectrum 

RS-252  Baseband  Characteristics  of  the  Microwave  Radio  and  Multiplex 
Equipment 

RS-258  Semi-Flexible  Air  Dielectric  Coaxial  Cables  and  Connectors,  50 
Ohms 

RS-259  Rigid  Coaxial  Transmission  Lines  and  Connectors,  75  Ohms 

RS-261-A  Rectangular  Waveguides   (WR3  to  WR2300) 

RS-271-A  Waveguides  Flanges — Pressurizable  Contact  Types  for  Wave- 
guide Sizes  WR90  and  WR2300 

RS-304  Rigid  waveguides 

RS-316  Minimum  standards  for  portable/personal  Land-Mobile  communi- 
cations FM  or  PM  equipment  25-470  MHZ. 

RS-329  Minimum  standards  for  Land-Mobile  communications  antennas 
Part  I — Base  or  fixed  station  antennas 

RS-334  Signal  quality  at  interface  between  data  processing  terminal 
equipment  and  synchronous  data  communications  equipment  for  serial  data 
transmission 

RS-363  Standard  for  specifing  signal  quality  for  transmitting  and  receiv- 
ing data  processing  terminal  equipments  using  serial  data  transission  at  the 
interface  with   non-synchronous   data   communication   equipment 

RS-368  Frequency  Multiplex  Equipment 

RS-374  Land  Mobile  selective  signal  standards 

3.06    OTHHB 

3.061  Government  Regulations 

Coast  Guard : 

33CFR126     Handling   of   Explosives   or   other   Dangerous   Cargo  within 
or  Contiguous  to  Waterfront  Facilities 
Occupational  Safety  &  Health  Administration  : 

29CFR1910     Standards 
Public  Health  Service : 

Federal  Drinking  Water  Standards 
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Municipal  &  Parish : 

Applicable  Rules,  Ordinances 
S.062    Industry  Recommended  Practices 

International  Oil  Tanker  &  Terminal  Safety  Group. 

Mr.  Read.  The  location  of  offsliore  platforms  and  SPINI  complex 
•21  miles  offsliore  is  away  from  the  potentially  dangerous  bottom 
mudslide  areas  such  as  those  around  the  mouth  of  the  Mississippi 
River,  and  clear  of  existino;  ship  traffic. 

The  proposed  navigation  fairways  and  maneuvering  areas  are 
clear  of  existing  production  platforms. 

Mooring  safety  precautions  are  being  formalized  for  operations, 
and  also  as  a  part  LOOP  Avill  undertake  radar  surveillance  and 
monitoring  of  all  tanker  approaches  in  the  fairway  and  to  the 
marine  terminal. 

The  pipelines  from  the  marine  terminal  to  the  onshore  storage 
facilities  will  be  corrosion  protected,  wrapped,  and  anchored  in  con- 
crete, and  buried  beneath  the  seabed  using  technology  developed 
over  many  years  of  offshore  pipeline  installations  and  operations. 

LOOP  also  proposes  to  install  leak  detection  and  reaction  systems. 
Pipelines  coming  to  shore  will  be  equipped  with  custody  transfer 
grade  metering,  both  on  the  offshoie  platform  and  the  onshore  ter- 
minal. 

These  meters  will  be  continously  monitored  by  a  computer  located 
in  the  control  building  at  the  onshore  terminal. 

The  storage  tanks  will  be  equipped  with  floating  roofs  to  mini- 
mize venting  of  hydrocarbons  to  the  atmosphere  and  a  system  of 
dikes,  sumps  and  directed  drainage  will  collect  waste  water  to  be 
treated  before  returning  to  the  outside  environment. 

The  entire  tank  farm  area  will  be  enclosed  in  a  containment  dike 
higher  than  the  incidence  of  any  storm  driven  tide  expected  during 
a  1 00-year  period. 

Pipelines  in  the  area  will  be  equipped  with  valve  systems  to  iso- 
late damage  to  pipes.  Pumps  will  be  available  to  clear  damaged 
pipelines  or  staorge  tanks,  the  entire  facility  will  be  equipped  with 
both  fixed  and  portable  firefighting  systems. 

Although  the  potential  for  a  major  spill  is  greatly  reduced,  con- 
tingency plans  must  be  adopted  in  the  unlikely  event  of  an  oil  spill. 

Spilled  oil  must  be  contained  and  retrieved.  Many  private  compa- 
nies and  public  agencies  are  involved  in  extensive  programs  into  the 
mechanics  of  spill  clean-up  in  open  waters. 

Trained  personnel  and  fast  reaction  clean-up  equipment  is  pres- 
ently available  in  the  Gulf  of  Mexico. 

Investment  figures  for  a  LOOP  project  include  a]iproximately 
$150  million  for  the  offshore  facility,  including  the  pipelines,  and 
$130  million  for  the  onshore  storage  terminal. 

A  large  diameter  pipeline  connecting  the  storage  facility  with  the 
Capline  terminal  on  the  Mississippi  River  will  require  about  $88 
million  more. 

We  are  prepared  to  finance  the  ]:)roject  ourselves. 

On  March  30,  1973,  in  a  presentation  to  the  Louisiana  Deep  Draft 
Harbor  and  Terminal  Authority,  the  State  agency  created  by  the 
legislature  to  promote  and  regulate  deep  draft  port  development  in 
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Louisiana,  LOOP  requested  our  proposed  terminal  facility  be 
included  as  phase  1  of  the  authority's  development  program. 

The  Louisiana  statute  requires  the  authority  promulgate  an  envi- 
ronmental protection  plan  to  insure  protection  of  the  environment 
throughout  all  phases  of  the  authority's  development  program. 

I  will  also  submit  for  the  committee  a  copy  of  the  act  creating  the 
Louisiana  Deep  Draft  Harbor  and  Terminal  and  outlining  the  envi- 
ronmental protection  plan. 

[The  document  follows :] 

Chapter  35.  Deep  Draft  Harbor  and  Terminal  Authority  [New] 

Sec. 

3101.  Purpose. 

3102.  Definitions. 

3103.  Jurisdiction  ;  domicile. 

3104.  Board  of  commissioners  ;  qualifications  ;  selection  ;  terms  ;  vacancies  ;  compensation. 

3105.  Duties  of  board  ;  officers  ;  rules  ;  meetings  ;  quorum. 

3106.  Annual  reports  ;  revenues  dedicated   to  authority  ;  revenue  surplus  audit ;  central 

listing  of  employees  and  investment  of  idle  funds. 

3107.  Executive  director  ;  selection  ;  duties  ;  employees  ;  compensation. 

3108.  Acquisition  of  sites  ;  lease  of  stateowned  waterbottoms. 

3109.  Powers. 

3110.  Protection  of  deepwater  ports. 

3111.  Public  contracts. 

3112.  Bonds  ;  procedure  for  Issuance. 

3113.  Environmental  protection  plan. 

3114.  Coordination  and  cooperation. 

§  3101.   Purpose 

A.  It  is  the  object  and  purpose  of  this  chapter  to  provide  for  the  creation  of 
a  political  subdivision  of  the  State  of  Louisiana,  possessing  full  corporate 
powers,  known  as  the  Deep  Draft  Harbor  and  Terminal  Authority,  hereinafter 
referred  to  as  the  "authority",  to  promote,  plan,  finance,  develop,  construct, 
control,  operate,  manage,  maintain  and  modify  a  deep  draft  harbor  and  termi- 
nal within  the  jurisdiction  of  said  authority  and  in  order  to  promote  the  eco- 
nomic welfare  of  its  citizens,  and  to  provide  the  necessary  facilities  for  dock- 
ing, loading  and  unloading  of  vessels  carrying  liquid  or  dry  bulk  and  energy 
cargoes.  It  is  hereby  declared  to  be  in  the  public  interest  that  this  Deep  Draft 
Harbor  and  Terminal  Authority  be  created  as  a  political  subdivision  of  the 
State  of  Louisiana. 

B.  It  is  further  the  object  and  purpose  of  this  chapter  : 

1.  To  promote  the  economic  industrial  well-being  of  the  existing  port  authori- 
ties of  the  State  of  Louisiana  and  to  promote  interstate,  national  and  interna- 
tional trade  for  the  State  of  Louisiana,  its  subdivisions  and  the  area  served  by 
the  Mississippi  River  and  its  tributaries,  and  to  provide  that  existing  ports 
take  such  steps  individually  and  collectively  to  assure  the  maintenance  of  the 
economic  well-being  of  each  port  authority,  as  well  as  the  whole ; 

2.  To  promote  the  industrial  and  petrochemical  base  of  the  Mississippi 
Valley  region  of  the  United  States  by  providing  adequate  deep  draft  port  facil- 
ities for  the  handling  of  the  cargoes  of  deep  draft  vessels  ; 

3.  To  promote,  in  addition  to  port  operations,  scientific,  recreational,  and  all 
other  uses  of  the  deep  draft  harbor  and  terminal  which  shall  be  in  the  public 
interest ; 

4.  To  accommodate  and  plan  for  the  technological  innovations  occurring  in 
the  worldwide  and  domestic  shipping  industry  to  increase  efficiency  and  the 
flow  of  commerce  through  the  deep  draft  harbor  and  terminal ; 

5.  To  protect  environmental  values  and  Louisiana's  unique  coastal  marsh- 
land ecosystem  through  the  adoption  of  an  environmental  protection  plan ; 

6.  To  assert  and  protect  Louisiana's  economic,  social  and  environmental 
interests  in  the  development  of  any  deep  draft  harbor  and  terminal  outside  the 
State  of  Louisiana  where  such  development  may  have  an  impact  upon  the 
State  of  Louisiana  ; 

7.  The  authority  to  constitute  a  political  subdivision  of  the  State  of  Louisi- 
ana and  such  functions  exercised  by  the  board  empowered  herein  shall  be 
deemed  to  be  held  as  governmental  functions  of  the  State  of  Louisiana,  as  the 
exercise  of  the  powers  granted  herein  will,  in  all  respcts,  be  to  the  benefit  of 
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the  people  of  the  state,  for  the  increase  of  their  commerce  and  prosperity  and 
for  the  improvement  of  tlieir  economic  condition ; 

8.  To  assure  tliat  tlie  authority  shall  not  be  required  to  pay  any  taxes  or 
assessments  on  any  property  acquired  or  used  by  it  under  the  provisions  of 
this  chapter  or  upon  the  income  therefrom,  and  any  bonds  issued  hereunder 
shall  be  serviced  from  the  income  of  said  facility  and  shall  be  exempt  from 
taxation  by  the  State  of  Louisiana,  and  by  any  municipal  or  political  subdivi- 
sion of  the  state. 

Added  by  Acts  1972,  No.  444,  §  1. 

Library  references:  Navigable  Waters  14(2).  C.J.S.  Navigable  "Waters  §  17. 

§  3102.    Definitions 

For  the  purposes  of  this  chapter,  the  following  definitions  shall  apply : 

(1)  "Deep  draft  harbor  and  terminal"  means  a  structure,  or  series  of  struc- 
tures or  facility  of  any  type  emplaced  in  coastal  waters  and  designed  to 
accommodate  the  cargo  or  passengers  of  deep  draft  vessels  whose  draft  is 
greater  than  the  depths  of  typical  inland  harbors  and  waterways  commonly 
used  by  ocean  going  traffic  during  the  first  half  of  the  twentieth  century, 
including  all  those  structures  and  facilities  functionally  related  thereto  and 
necessary  or  useful  to  the  operation  thereof  whether  landward  or  seaward  of 
the  main  structure  or  facility  itself. 

(2)  "Authority  development  program"  means  all  the  phases  of  growth  and 
development  through  which  the  concept  of  a  deep  draft  harbor  and  terminal 
may  go,  including  but  not  limited  to  promoting  the  concept,  raising  funds  to 
support  the  program,  planning  the  uses  of  the  facility,  selecting  a  site  for  the 
physical  facility  and  support  facilities,  designing  the  structures,  constructing 
the  facility  and  the  support  facilities,  operating  and  maintaining  the  facility, 
expanding  or  renovating  the  facility,  modification  and  retirement  of  the  facil- 
ity, and  any  other  phases  through  which  authority  development  may  proceed. 

(3)  "Environmental  protection  plan"  means  a  written  document,  prepared  in 
conformity  with  this  law,  which  shall  be  a  regulation  of  the  Deep  Draft 
Harl)or  and  Terminal  Authority  which  establishes  those  steps  to  be  followed  to 
insure  the  protection  of  the  environment  throughout  all  phases  of  the  author- 
ity development  program. 

(4)  "Three  deepwater  ports"  means  the  board  of  commissioners  of  the  Port 
of  New  Orleans,  the  Greater  Baton  Rouge  Port  Commission  and  the  Lake 
Charles  Harbor  and  Terminal  District. 

(5)  "Three  directors"  means  the  director  of  the  Louisiana  Wildlife  and 
Fisheries  Commission,  the  director  of  the  Louisiana  State  University  Center 
for  Wetland  Resources  and  the  executive  director  as  created  herein. 

(6)  "Facility"  means  any  structure  or  improvement  actively  used  on  a  regu- 
lar basis  in  waterliorne  commerce. 

(7)  "Coastal  waters  of  Louisiana"  means  those  waters  extending  three  nau- 
tical miles  from  the  coastline,  or  beyond  to  the  extent  of  the  jurisdiction  of  the 
State  of  Louisiana. 

Nothing  contained  herein  shall  be  construed  to  affect  Louisiana's  claim  to  its 
tidelands  or  the  location  of  Louisiana's  coastline  as  interpreted  by  the  State  of 
Louisiana. 

Added  by  Acts  1972,  No.  444,  §  1. 

Library  references:  Navigable  Waters  14(2).  C.J.S.  Navigable  Waters  §  17. 

§  3103.    Jurisdiction;  domicile 

A.  The  authority  shall  have  exclusive  jurisdiction  over  the  authority  devel- 
opment program  within  the  coastal  waters  of  Louisiana.  The  jurisdiction  of 
the  authority  shall  not  include  or  extend  to  the  taking,  control  or  operation  of 
existing,  proposed  or  future  facilities  of  existing  port  authorities  except  by 
mutual  agreement. 

B.  The  authority  shall  have  the  right  to  acquire  by  lease  or  purchase 
water-bottoms  inside  and  outside  of  the  territorial  limits  of  the  State  of  Loui- 
siana for  iise  in  the  construction,  operation  or  maintenance  of  the  facilities 
functionally  required,  related,  necessary  or  useful  to  the  operation  of  the 
authority. 

C.  The  domicile  of  the  authority  shall  be  in  the  city  of  New  Orleans ;  how- 
ever, by  appropriate  act  of  the  board  of  commissioners  the  domicile  may  be 
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relocated  to  an  appropriate  location  within  the  structures  and  facilities  con- 
structed or  acquired  by  the  authority. 

Added  by  Acts  1972,  No.  444,  §  1. 

Library  references:  Navigable  Waters  14(2).  C.J.S.  Navigable  Waters  §  17. 

§  3104-    Board  of  commissioners;  qualifications;  selection;  terms;  vacancies; 
compensation 

A.  The  authority  shall  be  governed  by  a  board  of  commissioners  consisting 
of  nine  members  chosen  on  the  basis  of  their  demonstrated  experience  in  civic 
leadership  and  their  stature  and  ability  to  act  effectively  for  the  best  interests 
of  Louisiana. 

B.  All  commissioners  shall  be  appointed  by  the  governor.  Two  shall  be 
selected  from  a  list  of  nominees  submitted  by  Louisiana's  three  deepwater 
ports,  with  each  deepwater  port  recommending  two  nominees. 

Two  shall  be  selected  from  each  of  the  three  Public  Service  Commission  dis- 
tricts in  the  State  of  Louisiana. 

One  of  the  members  selected  from  the  three  Public  Service  Commission  dis- 
tricts shall  be  selected  for  his  primary  interest  in  protecting  the  unique  coastal 
environment  of  Louisiana. 

One  member  shall  be  selected  from  the  state  at  large. 

Once  a  final  determination  is  made  as  to  the  location  of  the  deep  draft 
harbor  and  terminal,  the  first  vacancy  occurring  on  the  board  shall  be  filled  by 
appointment  of  a  resident  of  a  parish  in  which,  or  offshore  from  which,  the 
deep  draft  harbor  and  terminal  is  to  be  located.  This  appointment  shall  be 
from  a  list  of  three  names  to  be  submitted  by  the  governing  authority  of  the 
parish  in  which,  or  offshore  from  which,  the  deep  draft  harbor  and  terminal  is 
to  be  located.  If  the  deep  draft  harbor  and  terminal  is  located  in,  or  offshore 
from,  more  than  one  parish,  then  the  governing  authority  of  each  such  parish 
shall  submit  to  the  governor  a  list  of  three  names  and  from  the  lists  so  sub- 
mitted the  governor  shall  select  said  appointee. 

C.  Each  of  the  nine  commissioners  shall  serve  a  five  year  term,  except  the 
initial  appointees. 

A  commissioner  may  not  serve  more  than  two  consecutive  five  year  terms  on 
the  board  of  commissioners. 

The  first  nine  appointments  shall  be  for  terms  of  one  member  for  one  year, 
two  for  two  years,  two  for  three  years,  two  for  four  years,  and  two  for  five 
years.  The  governor  shall  exercise  his  discretion  as  to  which  nominees  to 
appoint  to  the  initial  shortened  terms.  Thereafter,  all  commissioners  appointed 
as  herein  provided  shall  serve  five  year  terms. 

D.  All  vacancies  shall  be  filled  for  the  unexpired  term  in  the  same  manner 
as  the  appointment  originally  made,  except  as  herein  provided.  A  commissioner 
may  be  removed  by  the  governor  for  just  cause. 

E.  The  members  of  the  board  of  commissioners  shall  serve  without  compen- 
sation, but  shall  be  reimbursed  for  travel  expenses  incurred  in  attending  meet- 
ings, at  rates  and  standards  as  promulgated  by  the  American  Automobile  Asso- 
ciation or  a  comparable  recognized  standard. 

Added  by  Acts  1792,  No.  444,  §  1. 

Library  references:  Navigable  Waters  14(2).  C.J.S.  Navigable  Waters  §  17. 

§  3105.    Duties  of  board;  officers;  rules;  meetings;  quorum 

A.  The  board  of  commissioners  shall  be  the  governing  body  of  the  authority 
with  full  power  to  promulgate  rules  and  regulations  for  the  maintenance  and 
operation  of  said  authority. 

B.  The  board  of  commissioners  shall  be  a  governing  body  of  laymen.  It 
shall  formulate  general  policy.  It  shall  decide  upon  all  matter  relating  to  the 
authority  development  program.  It  shall  adopt  an  annual  operating  and  capital 
budget. 

C.  The  commissioners  shall  elect  a  president  annually  from  among  them- 
selves. 

D.  The  executive  director,  as  chosen  by  the  commissioners,  shall  be  the  sec- 
retary of  the  board. 

E.  The  board  of  commissioners  shall  prescribe  its  own  rules,  which  shall  be 
adopted  and  promulgated  in  accordance  with  law. 

F.  The  board  of  commissioners  shall  meet  at  least  once  every  sixty  days  or 
upon  the  written  request  of  three  members,  or  upon  the  written  request  of  the 
president. 
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G.  All  matters  to  be  acted  upon  by  the  board  of  commissioners  shall  require 
the  affirmative  vote  of  at  least  five  commissioners,  with  the  exception  that  the 
affirmative  vote  of  not  less  than  six  commissioners  shall  be  required  to  select 
the  executive  director. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3106.    Annual   reports;   revenues   dedicated    to    authority;   revenue    surplus 
audit;  central  listing  of  ei>ii)loi/ees  and  investment  of  idle  funds 

A.  The  board  of  commissioners  shall  make  an  annual  report  to  the  governor 
showing  all  receipts  and  disbursements  of  the  board ;  the  number  of  arrivals 
and  departures  of  vessels  and  their  tonnage ;  the  exports  and  imports  passing 
through  the  authority  ;  tlie  general  condition  of  the  authority  and  its  struc- 
tures, facilities  and  other  properties ;  and  make  such  recommendations  for  its 
development ;  welfare  and  management  as  may  seem  advisable. 

B.  All  revenues  generated  by  the  authority  are  hereby  dedicated  to  the 
authority  to  be  used  to  further  the  purpose  of  their  chapter  subject  to  the  lim- 
itations stated  herein. 

Any  revenues  of  the  authority  derived  from  any  source  whatsoever  remain- 
ing at  the  end  of  each  fiscal  year,  after  the  payment  and  satisfaction  of  all 
obligations  of  the  authority  under  the  terms  of  any  resolution  or  resolutions 
authorizing  the  issuance  of  bonds  hereunder,  and  after  paying  all  expenses  of 
operating  and  maintaining  the  authority,  providing  for  renewal  or  replacement 
thereof,  providing  adequate  reserves  for  continuous  operation  of  the  authority, 
providing  for  the  acquisition  or  constructiim  of  improvements  to  such  facilities 
and  the  purchase  of  equipment  and  furnishings  therefor,  shall  be  considered  as 
surplus.  Said  surplus  shall  be  turned  over  to  the  general  fund  of  the  State  of 
Louisiana  for  the  use  and  benefit  of  its  citizens. 

C.  The  fiscal  affairs  of  the  authority  shall  not  be  subject  in  any  respect,  to 
the  authority,  control  or  supervision  of  any  regulating  body  of  the  state  or 
any  political  subdivision  thereof,  but  its  books  and  record  shall  be  subject 
to  audit  annually  by  the  legislative  auditor  and  its  employees  shall  be  listed 
on  the  central  listing  of  state  employees  and  it  shall  invest  its  idle  funds  in 
accordance  with  the  Investment  of  Idle  Funds  Act  and  it  shall  be  subject  to 
the  provisions  of  the  Code  of  Ethics. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3107.    Executive  director;  selection;  duties;  employees ;  compensation 

A.  The  board  of  commissioners  shall  select  an  executive  director  who  shall 
exercise  all  control  over  all  executive  functions  and  the  general  operation  of 
the  authority.  The  executive  director  shall  serve  at  the  pleasure  of  the  board. 
All  employees  of  the  authority  shall  be  responsible  to  the  executive  director 
who  shall  organize  the  personnel  employed  by  the  authority  in  the  most 
efficient  manner  to  accomplish  the  purposes  of  the  authority  as  provided  in 
this  chapter  and  by  regulations  established  by  the  authority's  board. 

B.  The  executive  director,  in  addition  to  his  usual  functions,  shall  be  secre- 
tary to  the  board  of  commissioners.  The  board  of  commissioners  shall  fix  the 
compensation  of  the  executive  director. 

C.  Within  six  months  after  operation  of  the  port  authority  has  commenced, 
the  executive  director,  with  the  advice  and  consent  of  the  board  of  commis- 
sioners of  the  port  authority,  shall  submit  a  plan  of  classified  civil  service  for 
all  employees  of  the  authority  except  the  board  of  commissioners,  the  execu- 
tive director,  an  assistant  executive  director,  an  executive  secretary  to  the 
executive  director,  and  professional  employees  hired  on  a  contract  basis. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3108.    Acquisition  of  sites;  lease  of  stateowned  waterbottoms 

A.  To  enable  the  authority  to  perform  the  work  herein  provided,  the  State 
of  Louisiana,  acting  by  and  through  the  register  of  state  lands,  is  hereby 
authorized,  empowered  and  directed  to  grant  to  the  authority  a  lease  on  state- 
owned  waterbottoms  in  the  Gulf  of  Mexico  which  are  selected  by  the  author- 
ity as  sites  for  the  deed  draft  harbor  and  terminal ;  provided,  however,  that 
the  mineral  rights  on  any  and  all  state  lands  shall  be  reserved  to  the  State  of 
Louisiana. 

Upon  receipt  of  a  request  from  the  governing  body  of  the  authority  describ- 
ing the  lands  to  be  leased  by  the  authority,  it  is  hereby  made  the  mandatory 
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duty  of  the  register  of  state  lands  to  issue  a  certificate  of  title  evidencing  the 
lease  of  the  land  to  the  authority  as  described  in  the  request. 

B.  The  register  of  state  lands  shall  lease  the  selected  tracts  to  the  authority 
for  five  dollars  per  acre  per  annum. 

C.  All  such  leases  shall  be  for  a  term  of  forty  years,  but  the  legislature  may 
reevaluate  tne  rental  payments  upward  or  downward  to  reflect  changing  eco- 
nomic conditions. 

D.  All  proceeds  arising  from  the  sale  of  such  leases  of  stateowned  waterbot- 
toms  shall  be  paid  by  the  authority  to  the  state  treasurer  and  shall  become 
part  of  the  general  fund  of  the  State  of  Louisiana. 

E.  Nothing  in  this  part  is  intende<l  to  authorize  the  authority  to  lease  state- 
owned  waterbottoms  for  he  exploration,  development  and  production  of  oil, 
gas,  sulphur  or  other  minerals  or  for  the  cultivation  or  production  of  marine 
resources  or  detract  from  the  authority  of  the  State  Mineral  Board  and/or 
Lousiana  Wild  Life  and  Fisheries  Commission  to  lease  for  such  purposes. 
However,  tracts  once  leased  to  the  Deep  Draft  Harbor  and  Terminal  Authority 
may  not  be  leased  by  the  State  Mineral  Board  or  the  Louisiana  Wild  Life  and 
Fisheries  Commission  without  the  express  consent  of  the  authority,  unless  it 
can  be  shown  by  the  state  mineral  board  or  the  Louisiana  Wild  Life  and  Fish- 
eries Commission,  by  clear  and  convincing  evidence,  that  such  lease  or  leases 
will  not  adversely  affect  present  or  future  authority  operations. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3109.    Powers 

A.  The  authority  shall  be  vested  with  exclusive  and  plenary  authority  to  do 
any  and  all  things  necessary  or  proper  for  the  authority  to  promote,  plan, 
finance,  develop,  construct,  control,  operate,  manage,  maintain  and  modify  the 
authority  development  program. 

B.  To  assert  Louisiana's  interest  in  any  deep  draft  harbor  and  terminal 
development  in  proximity  to  the  Louisiana  coast,  the  authority  is  empowered 
to  negotiate  with  and  enter  into  contracts,  compacts  or  other  agreements  with 
agencies,  bureaus  or  other  divisions  of  the  federal  government  or  other  states 
of  the  United  States  concerning  the  authority  development  program,  including 
jurisdictional  aspects  of  the  location  of  the  deep  draft  harbor  and  terminal, 
sharing  of  revenues  derived  from  the  operation  of  the  deep  draft  harbor  and 
terminal  and  promulgation  and  enforcement  of  regulations  governing  authority 
operations. 

C.  The  authority  is  granted  all  powers  capable  of  being  delegated  by  the  leg- 
islature under  Article  XIV,  Section  31  of  the  Constitution  of  the  state,  includ- 
ing but  not  limited  to  authority  : 

1.  To  own,  construct,  operate,  maintain  and  lease  docks,  wharves,  sheds,  ele- 
vators, pipelines,  pumping  stations  and  facilities,  storage  facilities,  housing  and 
food  facilities,  heliport,  locks,  slips,  laterals,  basins,  warehouses  and  all  other 
property,  structures,  equipment  and  facilities,  including  belt  and  connecting 
lines  of  railroads  and  works  of  public  improvement  necessary  or  useful  for 
Deep  Draft  Harbor  and  Terminal  purposes. 

2.  To  dredge  and  maintain  shipways,  channels,  slips,  basins  and  turning 
basins. 

3.  To  establish,  operate  and  maintain  in  cooperation  with  the  federal  govern- 
ment, the  State  of  Louisiana  and  its  various  agencies,  subdivisions  and  public 
bodies,  navigable  waterway  systems. 

4.  To  acquire  by  expropriation  any  real  property  in  fee,  leaving  the  owner- 
ship of  any  minerals  or  mineral  rights  in  the  former  owners,  and  the  prescrip- 
tion of  nonuse  shall  not  run  against  said  minerals  or  mineral  rights.  In  the 
event  of  expropriation,  the  compensation  to  be  paid  shall  be  the  actual  market 
value  of  the  property  at  the  time  of  taking.  In  the  event  of  the  acquisition  of 
a  servitude,  or  use  of  any  stateowned  waterbottoms  on  which  there  has  been 
granted  an  oyster  lease  by  the  Louisiana  Wildlife  and  Fisheries  Commission, 
the  private  oyster  lessee  shall  be  reimbursed  by  the  authority  for  the  actual 
market  value  of  said  lease. 

5.  To  borrow  from  any  person  or  corporation  using  or  renting  any  land  or 
dock  or  warehouse  or  any  facility  of  the  authority  such  sums  as  shall  be  nec- 
essary to  improve  the  same  according  to  plans  and  specifications  approved  by 
the  authority,  and  to  erect  and  construct  such  improvement,  and  agree  that 
the  loan  therefor  shall  be  liquidated  by  deducting  from  the  rent,  dock,  wharf 
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or  toll  charges  payable  for  such  property,  a  percentage  thereof  to  be  agreed 
on,  subject,  however,  to  any  covenants  or  agreements  made  with  the  holders  of 
revenue  bonds  issued  under  the  authority  set  forth  in  R.S.  34  :3108. 

6.  To  collect  tolls  and  fees. 

7.  To  borrow  funds  for  the  business  of  the  authority. 

8.  To  select  an  official  journal  for  the  publication  of  the  oflBcial  acts  of  the 
authority. 

9.  To  mortgage  properties  constructed  or  acquired  by  said  authority  and  to 
mortgage  and  pledge  any  lease  or  leases  and  the  rents,  income  and  other 
advantages  arising  out  of  any  lease  or  leases  granted,  assigned  or  subleased  by 
the  authority. 

D.  The  authority  is  hereby  empowered  to  take  all  necessary  steps  to  protect 
Louisiana's  unique  coastal  environment  from  any  short-term  or  long-term 
damage  or  harm  which  might  occur  from  any  aspect  of  the  authority  develop- 
ment program. 

E.  The  authority  may  contract  with  any  agency,  public  or  private,  to  pro- 
vide for  public  utilities  on  such  terms  as  are  agreed  upon  the  authority  and 
the  respective  utilities  for  the  financing,  construction  and  extension  of  sewer- 
age, water,  drainage,  electricity,  gas  and  other  necessary  public  utilities  in  and 
through  said  development. 

F.  Said  authority  may  lease  or  sublease  lands  leased  from  the  State  of  Loui- 
siana and  is  authorized  to  negotiate  and  enter  contracts  or  agreements  with 
any  public  or  private  individual,  or  corporation,  for  the  construction  and  oper- 
ation of  a  petroleum  terminal  as  an  interstate  common  carrier. 

Added  by  Acts  1972,  No.  441,  §  1. 

§  3110.   Protection  of  dcepwater  ports 

A.  To  prevent  impairment  of  the  bonds  of  the  three  deepwater  ports  which 
are  backed  by  the  full  faith  and  credit  of  the  state,  and  to  recognize  the  exist- 
ing authority  of  and  functions  performed  by  the  established  ports  and  harbors 
of  Louisiana,  it  is  hereby  recognized  that  the  function,  power  and  authority  of 
the  various  existing  port  authorities  established  pursuant  to  Article  14,  Section 
31  of  the  Louisiana  Constitution,  and  others  established  by  specific  constitu- 
tional provision  are  not  to  be  diminished  by  the  jurisdiction  and  powers  exer- 
cised by  the  Deep  Draft  Harbor  and  Terminal  Authority  except  as  provided  in 
this  chapter. 

B.  The  authority  may  enter  into  intergovernmental  contract  agreements  with 
existing  port  authorities,  individually,  or  with  any  other  parish,  city, 
municipality  or  subdivision  of  the  state,  and  may  engage  jointly  in  the  exer- 
cise of  any  power,  the  making  of  any  improvements  which  each  of  the  partici- 
pating authorities  may  exercise  or  undertake  individually  under  any  provisions 
of  general  or  special  law. 

C.  The  authority,  in  establishing  or  enacting  its  rates  and  charges  for  bulk 
cargo  shall  consider  the  overall  economic  impact  on  the  economy  of  the  three 
deepwater  ports,  and  its  charges  and  rates  shall  be  compensatory. 

D.  The  authority  shall  not  engage  in  the  handling  of  break  bulk  or  general 
cargo  without  the  prior  written  agreement  of  the  three  deepwater  ports,  which 
agreement,  among  other  provisions,  may  provide  for  use  of  existing  port  facili- 
ties, rates,  wharfage  fees  and  other  matters  of  mutual  interest. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3111.    Public  contracts 

A.  All  public  works  exceeding  the  sum  of  ten  thousand  dollars,  including 
both  labor  and  materials,  to  be  performed  by  the  authority  shall  be  governed 
by  R.S.  38:2211,  et  seq.  However,  this  provisions  shall  not  apply  in  cases  of 
extreme  public  emergency,  where  the  authority  has  certified  such  public  emer- 
gency, but  in  such  case  notice  of  such  public  emergency  shall  be  published  in 
the  official  journal  of  the  authority  within  ten  days  thereof. 

B.  Where  the  authority  deems  it  advisable  and  in  the  public  interest  to  pur- 
chase machinery,  equipment  or  vehicles  of  certain  makes,  kinds  or  types,  the 
advertisement  may  specify  the  makes,  kinds  or  types  and,  after  the  advertis- 
ing, the  authority  may  purchase  those  makes,  kinds  or  tyiies,  but  they  shall 
not  pay  more  than  the  actual  market  price  for  the  machinery,  equipment  or 
vehicles. 

Added  by  Acts  1972,  No.  444,  §  1. 
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§  3112.   Bonds  ;  procedure  for  issuance 

A.  The  authority  is  hereby  authorized  to  incur  debt  and  issue  bonds  for  its 
needs  in  the  manner  herein  provided. 

B.  The  authority  is  granted  the  power  to  incur  debt  and  issue  bonds  by  any 
of  the  means  authorized  by  the  constitution  and  laws  of  the  State  of  Louisi- 
ana, including  but  without  limiting  the  generality  of  the  foregoing  Article 
XIV,  section  31,  and  Article  XIV,  section  1,  and  paragraphs  (b.2)  and  (b.3)  of 
the  Louisiana  Constitution. 

C.  Any  revenue  producing  wharf,  dock,  warehouse,  elevator,  industrial  facil- 
ity or  other  structure  owned  by  or  to  be  acquired  by  the  authority  from  pro- 
ceeds of  bonds  issued  by  it  is  hereby  declared  to  be  a  revenue  producing  public 
utility  as  that  term  is  used  and  defined  by  the  constitution  and  laws  of  the 
state  in  connection  with  the  issuance  of  revenue  bonds  of  political  subdivisions 
of  the  state. 

D.  As  an  additional  grant  of  authority  beyond  other  provisions  of  the  consti- 
tution, the  authority  is  authorized,  with  the  approval  of  the  state  bond  and 
tax  board,  to  issue  negotiable  bonds  for  any  purpose  within  their  delegated 
authority,  and  to  pledge  for  the  payment  of  the  principal  and  interest  of  such 
negotiable  bonds  the  income  and  revenues  derived  or  to  be  derived  from  the 
properties  and  facilities  maintained  and  operated  by  them  or  received  by  the 
authority  from  other  sources. 

E.  Such  negotiable  bonds  may  be  further  secured  by  a  conventional  mort- 
gage upon  any  or  all  of  the  property  constructed  or  acquired,  or  to  be  con- 
structed or  acquired  by  them. 

F.  To  further  secure  such  negotiable  bonds  the  authority  may  apply  in 
whole  or  part  any  money  received  by  gift,  grant,  donation  or  otherwise  from 
the  United  States,  the  State  of  Louisiana,  or  any  political  subdivision  thereof, 
unless  otherwise  provided  by  terms  of  the  gift,  devise,  donation  or  similar 
grant. 

G.  Such  bonds  shall  be  authorized  by  a  resolution  of  the  board  of  commis- 
sioners of  the  authority  and  shall  be  of  such  series,  bear  such  date  or  dates, 
mature  at  such  time  or  times  not  exceeding  forty  years  from  their  respective 
dates,  bear  interest  at  such  rate  or  rates  per  annum,  payable  at  such  time  or 
times,  be  in  such  denominations,  be  in  such  form,  either  coupon  or  full  regis- 
tered without  coupons,  carrying  such  registration  and  exchangeability  privi- 
lege, be  payable  in  such  medium  of  payment  and  at  such  place  or  places,  be 
subject  to  such  terms  of  redemption  not  exceeding  one  hundred  fi;ve  percent  of 
the  principal  amount  thereof,  and  be  entitled  to  such  priority  on  the  revenues 
of  the  authority  as  such  resolution  or  resolutions  may  provide.  The  bonds  shall 
be  signed  by  such  officers  as  the  authority  shall  determine,  and  coupon  bonds 
shall  have  attached  thei-eto  interest  coupons  bearing  the  facsimile  signatures 
of  such  officer  or  officers  of  the  authority  as  it  shall  designate.  Any  such  bonds 
may  be  issued  and  delivered,  notwithstanding  that  one  or  more  of  the  officers 
signing  such  bonds  or  the  officers  whose  facsimile  signature  or  signatures  may 
be  upon  the  coupons  shall  have  ceased  to  be  such  officer  or  officers  at  the  time 
such  bonds  shall  actually  have  been  delivered.  Said  bonds  shall  be  sold  for  not 
less  than  par  and  accrued  interest  to  the  highest  bidder  at  a  public  sale  after 
advertisement  by  the  authority  at  least  seven  days  in  advance  of  the  date  of 
sale,  in  newspapers  or  financial  journals  published  at  such  places  as  the 
authority  may  determine,  reserving  to  the  authority  the  right  to  reject  any 
and  all  bids  and  to  readvertise  for  bids.  If,  after  advertisment  as  hereinabove 
provided,  no  bids  are  received,  or  if  such  bids  as  are  received  are  considered 
in  the  discretion  of  the  board  of  commissioners  of  the  authority  to  be  unsatis- 
factory, then  and  in  that  event  the  board  of  commissioners  may  publicly  nego- 
tiate for  the  sale  of  such  bonds  without  further  advertisement.  No  proceedings 
in  respect  to  the  issuance  of  any  such  bonds  shall  be  necessary  except  such  as 
are  contemplated  by  this  section. 

H.  For  a  period  of  thirty  days  from  the  date  of  publication  of  the  resolution 
authorizing  the  issuance  of  bonds  hereunder,  any  persons  in  interest  shall  have 
the  right  to  contest  the  legality  of  the  resolution  and  the  legality  of  the  bond 
issue  for  any  cause  after  which  time  no  one  shall  have  any  cause  or  right  of 
action  to  contest  the  legality  of  said  resolution  or  of  the  bonds  authorized 
thereby  for  any  cause  whatsoever.  If  no  suit,  action  or  proceeding  is  begun 
contesting  the  validity  of  the  bond  issue  within  the  thirty  days  herein  pre- 
scribed,  the   authority   to  issue   the  bonds   and   to  provide   for  the   payment 
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thereof,  and  the  legality  thereof  and  all  of  the  provisions  of  the  resolution 
authorizing  the  issuance  of  the  bonds  shall  be  conclusively  presumed,  and  no 
court  shall  have  authority  to  inquire  into  such  matters. 

I.  Such  bonds  shall  have  all  the  qualities  of  negotiable  instruments  under 
the  law  merchant  and  the  Negotiable  Instruments  Law  of  the  State  of  Louisi- 
ana, and  shall  be  exempt  from  income  and  all  other  taxation  of  the  State  of 
Louisiana. 

J.  No  bonds  as  herein  described  shall  be  authorized,  issued  or  sold  except  in 
accordance  with  specific  authorizations  hereafter  granted  by  the  legislature  for 
each  issue. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3113.    Environmental  protection  plan 

A.  Throughout  all  aspects  of  the  authority  development  program  there  shall 
be  in  existence  an  environmental  protection  plan,  the  details  of  which  shall  be 
followed  in  all  respects  by  the  executive  director  in  carrying  out  any  aspect  of 
the  authority  development  program. 

B.  The  environmental  protection  plan  shall  be  formulated  by  the  three  direc- 
tors, as  herein  defined,  with  the  advice  and  consent  of  the  board  of  commis- 
sioners of  the  authority. 

C.  The  environmental  protection  plan  shall  be  promulgated  by  the  executive 
director  under  the  rule-making  procedures  of  the  Louisiana  Administrative 
Procedure  Act  of  R.S.  49  :951-49  :966. 

D.  The  environmental  protection  plan  shalll  be  promulgated  within  a  reason- 
able time  after  the  appointment  of  the  executive  director,  but  in  no  event  more 
than  eighteen  months  after  the  effective  date  of  this  chapter.  An  acting  execu- 
tive director  or  a  temporary  executive  director  may  fulfill  this  function  if  a 
permanent  executive  director  is  not  as  yet  awjointed. 

B.  The  environmental  protection  plan  may  be  amended  at  any  time  in 
accordance  with  the  provisions  of  the  Louisiana  Administrative  Procedure  Act, 
to  reflect  changes  in  the  authority  development  program.  Initiation  for  changes 
may  come  from  any  of  the  three  directors  or  any  interested  person. 

F.  In  preparing  the  environmental  protection  plan,  or  any  amendment 
thereto,  at  any  time  during  the  authority  development  program,  the  three  direc- 
tors shall  make  every  effort  to  reach  a  consensus.  If  they  are  unable  to  agree, 
each  shall  proffer  his  proposed  environmental  protection  plan  and  present  it  to 
the  board  of  commissioners  for  its  consideration.  Each  of  the  three  directors 
shall  present  detailed  comments  to  the  board  of  commissioners,  with  recommen- 
dations as  to  the  best  environmental  protection  plan.  After  receiving  and  study- 
ing the  recommendations,  the  board  of  commissioners  shall  decide  which  plan 
or  combination  of  plans  shall  be  adopted  and  promulgated. 

G.  The  environmental  protection  plan  shall  be  an  integral  part  of  the 
authority  development  program.  Costs  incurred  to  develop  the  initial  plan,  or 
any  amendments  to  it,  shall  be  considered  an  internal  cost  of  the  authority 
development  program  and  shall  be  considered  a  cost  to  the  same  extent  that 
economic,  engineering  or  promotional  programs  are  considered  costs.  The  three 
directors  shall  agree  on  the  appropriate  level  of  funding  for  the  developing  of 
the  authority  environmental  protection  plan,  prepare  any  amendments  thereto, 
and  carry  out  the  requirements  of  the  plan.  To  the  extent  possible,  federal 
funds  shall  be  sought  to  assist  in  this  effort. 

H.  The  best  talent  available  shall  be  sought  to  perform  the  studies  and  sur- 
veys necessary  to  develop  an  environmental  protection  plan  and  carry  out  its 
requirements  in  accordance  with  this  chapter.  To  the  extent  possible,  university- 
based,  public  and  private  researchers  in  Louisiana  shall  be  utilized.  In  all 
cases,  the  research  in  support  of  the  environmental  protection  plan  shall  be 
coordinated  by  agreement  of  the  three  directors.  The  results  of  all  research 
done  in  support  of  the  environmental  protection  plan  shall  be  open  to  the 
public  and  available  to  any  interested  person. 

I.  The  environmental  protection  plan  shall  contain  specific  provisions  imple- 
menting Sul)section  J  below.  If  specific  provisions  cannot  be  set  forth  due  to 
uncertainties  in  the  authority  development  program,  then  the  environmental 
protection  plan  shall  state  in  specific  terms  the  uncertainties  which  do  exist  at 
the  time  the  plan  is  promulgated,  and  why  the  uncertainties  would  make  the 
inclusion  of  specific  provisions  in  the  plan  premature.  The  authority  environ- 
mental protection  plan  shall  contain  a  separate  chapter  for  each  of  the  para- 
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graphs  of  Subsection  J  below  and  any  other  chapters  necessary  to  meet  the 
requirements  of  tliis  cliapter. 

J.  Tlie  environmental  protection  plan  shall : 

(1)  Summarize  the  salient  feature  of  an  inventory  of  all  potential  and 
actual  stresses  on  tlie  natural  and  human  environment  vs^hich  can  be  reasona- 
bly expected  to  occur  in  pursuing  the  authority  development  program.  Consid- 
eration shall  be  given  to  stresses  which  have  occurred  in  other  parts  of  the 
country  and  the  world  where  similar  functional  operations  were  being  per- 
formed. Consideration  shall  be  given  to  the  peculiarities  of  Louisiana's  coastal 
environment.  The  inventory  of  potential  and  actual  stresses  shall  include  a 
prediction  of  the  stress  on  the  coastal  environment  of  major  accidents  which 
could  logically  be  expected  to  occur  throughout  the  authority  development  pro- 
gram, even  though  all  precautions  against  such  accidents  have  been  taken. 

(2)  Describe  the  essential  features  of  existing  environmental  data  upon 
which  the  selection  of  a  site  for  a  deep  draft  harbor  and  terminal  may  be 
based.  Indicate  how  this  data  has  been  analyzed  and  compared  with  te  inven- 
tory of  ix)tential  and  actual  stresses  required  i  nthe  above  paragraph  so  that 
the  site  selected  will  result  in  the  least  total  stress  on  the  environment.  Indi- 
cate how  economic  considerations  are  comijared  with  the  assessed  total  stress 
on  the  environment  to  arrive  at  the  best  economic-ecologic  formula  for  deter- 
mination of  a  site  for  the  deep  draft  harbor  and  terminal.  State  the  location 
and  availability  of  the  environmental  data  upon  which  these  determinations 
are  based. 

(3)  State  how  the  deep  draft  harbor  and  terminal  facillity  design  minimizes 
potential  environmental  damage,  considers  environmental  factors  as  a  positive 
part  of  the  design,  and  controls  long-term  development  so  that  growth  and 
additions  to  the  deep  draft  harbor  and  terminal  do  not  result  in  random 
growth  or  in  gradual  environmental  deterioration. 

(4)  Present  details  of  how  the  operational  aspects  of  the  authority  develop- 
ment program  will  be  conducted  so  as  to  minimize  environmental  problems, 
including  but  not  limited  to  a  monitoring  program  by  the  Louisiana  Wild  Life 
and  Fisheries  Commission ;  establishment  of  constructional  and  operational 
guidelines  for  environmental  protection ;  strong  enforcement  provisions,  and 
mechanisms  to  insure  cleanup  of  accidental  spills  by  technical  means,  with  a 
surety  bond  to  insure  performance.  The  plan  shall  consider  the  circumstances 
which  may  justify  the  temporary  cessation  of  the  port  activities. 

(5)  Provide  procedures  for  the  funding  of  projects  to  be  paid  for  by  the 
authority  to  the  Louisiana  Wild  Life  and  Fisheries  Commission  or  any  agency 
designated  by  the  governor  which  shall  compensate  the  coastal  environment 
for  loss  that  may  be  sustained  through  the  stresses  on  the  environment  created 
by  the  authority  development  program. 

(6)  Analyze  ongoing  programs  of  the  federal,  state  and  local  governments 
designed  to  protect  the  coastal  environment  and  to  insure  that  there  is  no 
unnecessary  duplication  of  effort  and  to  insure  that  cooperation  and  coordina- 
tion of  environmental  protection  measures  are  achieved.  The  opinion  of  all 
agencies  with  a  responsibility  for  monitoring  the  coastal  environment  shall  be 
sought  with  regard  to  this  coastal  protection  plan  prior  to  its  promulgation,  to 
determine  if  there  are  incompatibilities  between  specific  provisions  of  this 
measure  and  the  requirements  of  other  rules  and  regulations. 

K.  Nothing  in  this  section  is  intended  to  diminish  in  any  way  the  authority 
of  the  Louisiana  Wild  Life  and  Fisheries  Commission. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  311^.  Coordination  and  cooperation 

A.  It  is  the  policy  of  this  chapter  that  the  authority  development  program 
be  pursued  so  that  there  is  full  coordination  and  cooperation  between  agencies 
and  groups  that  have  complementing  or  overlapping  interests  and  the  author- 
ity. It  is  not  the  policy  of  this  chapter  that  the  authority  development  pro- 
gram be  pursued  independently  and  with  a  view  toward  narrow,  short-term 
interests. 

B.  The  board  of  commissioners  shall  take  affirmative  steps  to  fully  coordi- 
nate all  aspects  of  the  authority  development  program  with  the  Louisiana 
Advisory  Commission  on  Coastal  and  Marine  Resources  (Act  No.  35  of  1971) 
or  its  successor  group,  which  is  charged  with  the  development  of  a  coastal 
zone  management  plan  for  the  state. 
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C.  The  board  of  commissioners  shal  take  affirmative  steps  to  insure  that  the 
authority  development  program  is  coordinated  into  the  planning  programs  of 
other  modes  of  transportation,  to  inchide  rail,  road,  waterway,  air  and  pipe- 
line, so  that  there  is  a  long-term  and  orderly  pursuit  of  transportation  services 
in  the  coastal  zone  which  are  interrelated  and  coordinated  so  as  to  achieve  the 
most  efficient  and  economical  transportation  program  that  is  feasible  and  that 
will  be  least  destructive  of  other  values  in  the  state. 

D.  The  board  of  commissioners  shall  insure  that  the  appropriate  federal 
agencies  which  are  required  by  federal  law  to  plan  or  regulate  transportation 
facilities  or  programs  are  consulted  regularly  and  are  fully  involved  in  the 
authority  development  program  where  appropriate. 

Added  by  Acts  1972,  No.  444,  §  1. 

Mr.  Read.  LOOP  lias  recently  initiated  two  major  studies  leading 
to  a  detailed  environmental  assessment. 

We  will  submit  this  report  as  well  as  all  basic  data  used  to  pre- 
pare the  report  to  the  Federal  agency  designated  as  the  licensing 
authority. 

(The  report  may  be  found  in  the  files  of  the  committee.) 

Mr.  Read.  The  objective  of  LOOP's  program  is  to  provide  a  com- 
prehensive description  of  existing  baseline  conditions,  and  to  predict 
the  impact  of  construction  and  operation  of  the  proposed  facility  on 
these  conditions. 

The  study  will  be  the  most  comprehensive  ever  undertaken  in 
Louisiana's  coastal  zone,  and  the  data  will  ultimately  revert  to  the 
public  domain  for  use  by  all  citizens  with  an  interest  in  this  area. 

For  this  study,  the  proposed  facility  has  been  divided  into  two 
basic  components,  the  area  of  the  offshore  unloading  terminal, 
including  the  pipeline  routes  to  shore  and  the  area  of  the  tank  farm, 
including  the  adjacent  bays  and  estuaries. 

A  study  of  the  pipeline  route  from  the  tank  farm  to  the  Capline 
is  also  being  undertaken.  Three  organizations  have  then  chosen  to 
conduct  these  studies,  Nicholls  State  located  at  Thibodeaux,  La.  will 
be  responsible  for  all  offshore  chemical  and  biological  investigations. 

The  area  to  be  studied  by  Nicholls  consists  of  the  water  located 
approximately  5  miles  on  either  side  of  the  proposed  offshore  termi- 
nal and  the  pipeline  route  from  the  unloading  area  into  the  shore. 

The  Louisiana  State  ITniversity  Center  for  Wetland  Resources  has 
been  chosen  to  conduct  the  offshore  physical  oceanographic  studies 
and  the  complete  onshore  environmental  assessment  of  the  tank  farm 
site,  the  adjacent  bays  and  estuaries. 

As  a  part  of  the  oceanographic  study  a  12-month  general  survey 
will  be  made  of  the  seasonal  variability  of  the  water  circulation  pat- 
terns of  the  area  of  the  Gulf  of  Mexico  affected  by  our  porposed 
facility. 

In  addition,  a  detailed  study  will  be  made  utilizing  moored  cur- 
rent meters  to  determine  the  velocity  structure  in  the  vicinity  of  the 
proposed  offshore  terminal. 

At  the  close  of  the  12-month  program,  LSU  will  prepare  the  final 
report  and  interpret  all  data  and  results  including  those  data  which 
were  obtained  by  Nicholls  State. 

In  addition  to  Nicholls  State  and  LSIT,  LOOP  has  also  retained 
the  firm  of  Dames  and  Moore.  They  will  provide  guidance  for  envi- 
ronmental report  planning  and  preparation. 
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The  total  cost  of  LOOP'S  environmental  assessment  program  will 
be  as  much  as  $1  million. 

Madam  Chairman,  a  common  objective  of  State  and  Federal  gov- 
ernments and  the  oil  industry  must  be  to  assure  the  United  States 
the  ability  to  receive  sufficient  supplies  of  foreign  petroleum  to  meet 
the  energy  requirements. 

It  is  our  position  that  Federal  legislation  for  offshore  ports  should 
take  the  form  of  a  single-purpose  licensing  law.  The  most  pressing 
need  is  the  designation  of  a  licensing  agency  which  would  be  the 
focal  point  for  an  environmental  assessment  under  the  National 
Environmental  Policy  Act. 

House  bill  5898  appears  to  adopt  this  concept.  House  bill  5091 
does  not. 

We  concur  with  Mrs.  Sullivan's  statement  at  the  commencement  of 
these  hearings  that  neither  of  these  bills,  as  written,  meets  the  over- 
all need. 

If  the  committee  would  find  it  useful,  we  would  be  pleased  to 
submit  our  analysis  of  the  necessary  matters  to  be  covered  in  legisla- 
tion for  offshore  oil  ports,  and  our  comments  on  these  two  bills,  as 
well  as  H.R.  7501,  which  is  proposed  by  the  Department  of  Interior. 

The  Chairman.  I  think  that  would  be  most  helpful,  because  we 
are  seeking  a  way  to  get  the  proper  kind  of  legislation  that  is  work- 
able and  understood. 

Mr.  Read.  Thank  you. 

(The  analysis  mentioned  follows  herewith:) 

Analysis  of  H.  R.  5091,  5898  and  7501 
H.R.  5091 

The  purpose  is  to  provide  for  the  fullest  possible  protection  of  the  marine 
environment  to  prevent  adverse  impact  which  may  result  from  construction 
and  operation  of  offshore  facilities  such  as  ports  and  terminals,  powerplants, 
airports,  and  research  platforms. 

Protection  of  the  marine  environment  is  an  important  consideration ;  it  is, 
however,  only  one  of  several  factors  in  environmental  protection.  Under  the 
National  Environmental  Policy  Act  total  environmental  assessment  would  be 
required  through  the  Federal  agency  designated  by  Congress  to  grant  licenses 
for  such  facilities ;  that  agency  wovUd  be  the  focal  point  for  determining  envi- 
ronmental impact  of  a  project. 

Each  other  Federal  agency  with  special  expertise  concerning  the  environmen- 
tal impact  of  action  proposed  by  the  focal  point  agency  has  a  duty  to  comment 
upon  such  impact.  Logically,  if  there  is  a  justification  for  the  certification 
responsibility  which  this  bill  would  propose  to  be  assumed  by  the  Department 
of  Commerce,  a  similar  justification  can  be  reasoned  for  each  other  agency  and 
department  of  the  Federal  government  which  has  special  expertise  on  any 
aspects  of  the  environmental  impact  of  projects  described  in  the  bill.  If  all 
agencies  and  departments  were  to  have  certification  responsibility  the  applica- 
tion of  the  certificate  procedure  would  reach  the  same  result  as  is  intended 
under  the  National  Environmental  Policy  Act. 

Since  the  agency  or  department  with  authorization  power  from  Congress 
would  be  the  focal  point  in  environmental  assessment  under  the  National  Envi- 
ronmental Policy  Act,  delay  in  designation  of  such  an  agency  results  in  delay 
in  commencement  of  environmental  impact  assessment. 

H.R.  5898 

This  bill  recognizes  the  need  for  constructive  action  to  permit  receipt  of 
crude  oil  and  petroleum  products  through  offshore  facilities  beyond  territorial 
waters  to  help  satisfy  the  nation's  energy  needs.  It  would  establish  the  Depart- 
ment of  Commerce  as  the  focal  point  for  environmental  assessment  under  the 
National    Environmental    Policy    Act.    It    specifies    matters    which    would    be 
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required  to  be  considered  in  tlie  issuance  of  a  license.  In  these  respects  the  bill 
is  directed  toward  a  solution  of  the  particular  problem  which  Congress  must 
aid  in  solving. 

There  are  some  matters  which  are  not  covered  in  the  bill  and  which  proba- 
bly need  to  be  covered.  It  seems  that  there  should  be  an  express  recognition 
that  virtually  all  existing  United  States  port  facilities  are  unable  to  accommo- 
date the  large  ships  carrying  crude  oil  and  petroleum  products  and  that  there 
is  a  national  interest  in  supplying  energy  requirements  through  receipt  of  the 
crude  oil  and  petroleum  products  carried  in  such  vessels. 

We  think  it  would  be  helpful  to  have  provisions  concerning  the  qualifications 
of  applicants  and  specifications  as  to  the  content  of  applications. 

A  provision  concerning  the  term  of  a  license  would  be  desirable  and  we  rec- 
ommend one  which  would  include  a  limited  initial  period  for  construction  and 
a  secondary  period  to  be  for  so  long  as  an  offshore  oil  port  is  used,  maintained 
and  operated. 

In  our  judgment  particular  consideration  should  be  given  to  providing  for 
the  use  of  the  adjudicatory  public  hearing  on  the  record  for  passing  upon 
applications  for  licenses,  recognizing  that  the  probable  number  of  applications 
would  be  relatively  small.  Certainly  the  necessity  for  a  broad  regulatory 
system  is  not  present.  Judicial  review  should  be  available  to  parties  who  par- 
ticipated in  the  administrative  proceedings,  who  are  aggrieved  by  the  deci- 
sion, and  who  otherwise  have  standing  to  use. 

There  are  no  provisions  regarding  compensation  for  injury  of  workmen,  nav- 
igational safety,  labor  disputes  or  general  judicial  jurisdiction.  These  subjects 
were  covered  in  the  Outer  Continental  Shelf  Lands  Act.  The  situation  to  be 
dealt  with  in  this  instance  is  analogous  to  the  one  which  existed  then.  These 
subjects  ought  therefore  to  be  covered  in  the  Act.  Navigational  safety  features 
would  involve  the  Coast  Guard  to  a  substantial  extent. 

The  Constitution  and  laws  and  treaties  of  the  United  States  should  be 
extended  in  a  manner  that  would  treat  the  facilities  as  being  located  in  an 
area  of  exclusive  Federal  jurisdiction  within  a  state.  There  should  be  no  infer- 
ence of  the  possible  need  for  additional  treaties  to  make  the  legislation  viable. 
The  power  of  Congress  to  legislate  on  this  subject  is,  in  our  opinion,  clear  in 
existing  conventions  to  which  the  United  States  is  a  party. 

The  Convention  on  the  High  Seas,  in  Article  2,  guarantees  freedom  of  the 
seas ;  it  follows  that  this  guarantee  encompasses  the  enjoyment  of  the  benefits 
flowing  from  freedom  of  the  seas,  including  being  able  to  participate  in  the 
benefits  of  movement  of  crude  oil  and  petroleum  products  in  ships  which 
cannot  come  into  existing  conventional  ports.  That  this  is  intended  by  the  Con- 
vention is  demonstrated  by  the  declaration  in  Article  3  that  nations  having  no 
seacoast  should  have  free  access  to  the  sea  in  order  to  enjoy  the  freedom  of 
the  seas  on  equal  terms  with  coastal  nations.  Certainly,  if  a  landlocked  nation 
must  be  permitted  access  to  the  sea,  one  whose  ports  cannot  receive  large 
ships  is  permitted  a  reasonable  use  of  the  high  seas  in  order  to  realize  the 
benefits  of  large  ships.  This  cannot  be  said  to  be  an  attempt  to  subject  a  part 
of  the  high  seas  to  the  sovereignty  of  the  United  States,  an  action  proscribed 
by  the  Convention  on  the  High  Seas. 

We  believe  that  a  coastal  nation  may  exercise  reasonable  control  over  the 
operation  of  necessary  facilities  on  the  high  seas  in  proximity  to  its  coast — 
that  which  is  essential  to  insure  that  neither  the  rights  of  the  licensing  coastal 
nation  nor  the  rights  of  all  other  nations  in  freedom  of  the  high  seas  are 
adversely  affected.  Certainly  the  parties  to  the  conventions  on  the  sea  did  not 
intend  them  to  be  impediments  to  protection  of  the  marine  environment  of  the 
high  seas  or  the  coastal  or  inland  waters  of  a  coastal  nation. 

Application  of  Part  I  of  the  Interstate  Commerce  Act  to  the  transportation 
of  crude  oil  or  petroleum  products  by  pipeline  is  logical  because  the  regulatory 
system  already  exists  and  pipeline  transportation  is  a  very  significant  part  of 
the  operation  of  an  offshore  oil  port.  It  would  effectively  regulate  the  opera- 
tion of  the  marine  terminal  if  crude  oil  or  i)etroleum  products  must  come 
ashore  through  pipelines  connected  to  the  marine  facilities. 

H.R.  1501 

This  bill  proposes  a  licensing  law.  It  would  establish  the  Department  of  the 
interior  as  the  focal  point  for  environmental  assessment  under  the  National 
Environmental  Policy  Act.  It  addresses  the  subject  of  consideration  of  the 
interests  of  host  states.  It  recognizes  the  need  for  constructive  action  to  permit 
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receipt  of  crude  oil  and  petroleum  products  in  an  economically  sound  manner 
to  help  satisfy  the  nation's  energy  needs.  In  all  of  these  respects,  as  with  H. 
R.  5898,  the  bill  is  directed  toward  a  solution  of  the  problem  which  we  believe 
the  Congress  must  aid  in  solving. 

There  are  some  features  of  the  bill  which  we  would  prefer  to  see  handled  in 
a  different  fashion. 

The  bill  begins  with  an  amendment  to  the  Outer  Continental  Shelf  Lands 
Act  to  incorporate  an  accommodation  provision  and  to  broaden  the  provisions 
concerning  pipelines.  If  an  accommodations  provision  is  necessary  it  can  be 
incorporated  into  the  licensing  law  without  amendment  of  the  Outer  Continen- 
tal Shelf  Lands  Act.  The  pipelines  to  carry  crude  oil  or  petroleum  products 
from  the  marine  facilities  of  a  Deep  Draft  Petroleum  Tanker  Unloading  Ter- 
minal should  be  included  in  the  license  rather  than  be  separately  authorized. 
These  pipelines  are  an  integral  part  of  the  facility ;  their  only  reasonably  prac- 
tical use  is  for  carrying  crude  oil  or  petroleum  products  unloaded  from  large 
tankers. 

This  bill  is  a  broad  scale  commodities  bill  and  provides  for  operations  in 
import,  export  and  coastwise  trade.  The  particular  problem  to  be  solved  at  this 
time  is  receipt  of  crude  oil  and  petroleum  products,  a  single  purpose.  A  single- 
purpose  Act  would  therefore  seem  apropriate.  The  term  "Offshore  Oil  Port" 
could  be  substituted  for  the  term  "Deep  Water  Port  Facility"  to  show  the 
single  purpose  of  the  Act  and  the  definition  of  this  term  could  reflect  that  the 
single  purpose  is  to  provide  for  the  unloading  of  crude  oil  and  petroleum  prod- 
ucts beyond  the  Territorial  Sea.  If  found  to  be  necessary  to  solve  other  prob- 
lems in  foreign  trade  of  the  United  States,  additional  Acts  can  be  designed  to 
cover  the  specific  needs  and  considered  by  the  Congress. 

Section  103(c)  seems  unrelated  to  the  regulation  of  offshore  ports  as  a  rea- 
sonable use  of  the  high  seas.  Whatever  relationships  economics  of  commodities 
and  transportation  markets  in  the  United  States  have  to  legislation  for  a  rea- 
sonable use  of  the  high  seas  are  remote,  if  at  all  existent. 

In  other  respects  our  observations  on  H.  R.  5898  are  also  pertinent  to  H.  R. 
7501. 

Mr.  Read.  We  suggest  generally  that  existing  statutes  not  be 
amended  in  a  patchwork  fashion ;  that  the  licensing  procedure  be  as 
simple  as  possible,  and  result  in  an  expeditious  administrative  deci- 
sion following  concomitant  considerations  of  energy  needs  and  the 
environmental  impact ;  that  a  suitable  means  for  consideration  of  the 
interests  of  the  respective  States  be  found,  and  that  there  be  specific 
extension  of  laws  as  are  necessary  to  the  offshore  oil  port. 

In  conclusion,  there  is  a  real  and  pressing  need  for  governmental 
action  which  will  establish  procedures  under  which  suitably  located 
deepwater  terminal  facilities  can  be  constructed  without  unnecessary 
delay. 

The  urgency  of  this  need  is  highlighted  by  the  rapid  growth  in 
the  United  States  of  petroleum  imports  and  the  time  lag  between  a 
commitment  to  construct  a  terminal  and  its  actual  operation. 

I  would  like  to  again  thank  the  distinguished  members  of  this 
committee  for  their  interest,  and  would  be  happy  to  answer  any 
questions  you  may  have  concerning  our  project. 

Thank  you. 

The  Chairman.  That  is  an  excellent  statement,  Mr.  Read,  and  I 
think  I  will  read  it  closely  because  it  has  given  us  more  information 
that  we  need  than  we  have  had  up  till  now,  and  with  the  experiences 
that  you  have  had,  I  think  this  is  a  very  complete  statement. 

I  think  before  we  start  to  question  you,  I  would  like  to  have  Mr. 
Arnold  read  his  statement,  and  then  we  will  question  both  of  you 
together. 
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STATEMENT  OF  J.  E.  ARNOLD,  MANAGER,  DISTRIBUTION,  PHILLIPS 
PETROLEUM   CO.   AND   CHAIRMAN,   SEADOCK  PUBLIC   AFFAIRS 

COMMITTEE 

Mr.  AiixoLD.  Thank  you. 

Madam  Chairman,  I  am  J.  E.  Arnold,  manager  of  distribution  of 
Phillips  Petroleum  Co.,  and  chairman  of  the  Seadock  Public  Affairs 
Committee. 

I  am  pleased  to  be  here  today  on  behalf  of  Seadock. 

The  purpose  of  the  Seadock  project  is  to  develop  a  deepwater 
facility  capable  of  unloading  petroleum  imports  from  the  new 
200,000  to  500,000  deadweight  ton  class  of  very  large  crude  carrier 
or  VLCC.  The  proposed  location  is  25  to  30  miles  offshore  of  Free- 
port,  Tex. 

We  believe  that  Seadock  is  in  the  i:)ublic  interest  because  it  offers 
significant  environmental  advantages  as  well  as  cost  savings  to  the 
consumer. 

Today,  I  will  describe  what  we  propose  to  do  and  bring  you  up  to 
elate  on  the  status  of  our  project. 

Seadock's  membership  presently  includes  11  oil  companies  and 
one  petrochemical  company.  The  oil  companies  are  Amoco,  Atlantic 
Eichfield,  Cities  Service,  Continental,  Crown  Central,  Exxon, 
Mobil,  Phillii)S,  Shell,  Texaco,  and  Toronto  Pipeline. 

The  petrochemical  company  is  Dow  Chemical. 

These  comi^anies  operate  about  2.7  million  barrels  per  day  of  the 
total  3.3  million  barrels  per  day  of  refining  capacity  located  in  the 
western  Louisiana  and  Texas  gulf  coast  area. 

Seadock  will  be  financed  by  private  industry  and  no  Federal 
subsidy  will  be  required.  Industry  has  the  technical  expertise  and 
financial  ability  to  design,  build,  and  operate  and  SEADOCK  termi- 
nal, and  we  believe  this  is  the  role  which  industry  should  play. 

Seadock  will  be  a  common  carrier  and  provide  a  service  to  all 
who  need  to  use  it,  both  owners  and  nonowners  alike.  It  will  publish 
and  file  rules  and  regulations  which  are  common  to  all  its  shippers. 
Its  operations,  including  tariff  changes,  will  be  regulated  by  the 
Interstate  Commerce  Commission. 

Although  membership  in  Seadock  is  open,  and  we  expect  other 
companies  to  join  the  project,  we  are  trying  to  anticipate  the  needs 
of  those  companies  who  have  not  chosen  to  participate  by  designing 
extra  capacity  into  the  system  and  engineering  the  means  for  future 
expansion. 

Today  I  will  discuss  four  main  topics.  First,  I  will  briefly  review 
the  long  term  need  and  industry  logistics  related  to  Seadock.  Then,  I 
will  describe  in  more  detail  the  Seadock  project  and  its  operations. 

Next,  I  wnll  discuss  the  positive  effects  that  we  believe  the  combi- 
nation of  VLCC's  and  deepwater  terminals  will  have  on  our  econ- 
omy and  environment. 

And,  finally,  I  will  close  with  some  comments  pertaining  to  the 
type  of  Federal  legislation  which  we  believe  is  needed  to  make  the 
Seadock  project  a  reality. 
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LOXG  TERM  NEED  FOR  DEEPWATER  TERMINALS 

Deepwater  terminals  will  supply  a  need  that  exists  not  only 
during  the  next  decade  but  for  many  years  beyond.  Based  on  the 
recent  2-year  study  of  the  National  Petroleum  Council,  nuclear 
power  and  snythetic  fuels  are  expected  to  supply  16  percent  of  total 
U.S.  petroleum  demand  by  1985,  based  on  the  most  optimistic 
assumptions  possible,  considering  the  problems  being  encountered  in 
siting  and  construction. 

This  compared  to  nuclear  power's  approximate  1  percent  share  of 
total  energy  demand  today.  Despite  this  rapid  growth  in  other  fuels, 
petroleum  imports  are  expected  to  reach  15  million  bbl/d  by  1985. 

Hopefully,  during  the  decade  following  1985,  other  fuels  will  be 
able  to  slow  down  the  growth  rate  of  oil  imports,  but  it  is  highly 
unlikely  that  the  volume  of  oil  imports  could  be  held  constant  during 
this  period,  much  less  be  reduced.  The  need  for  deepwater  terminal 
facilities  should  exist  throughout  the  balance  of  this  century. 

CRUDE  AND  PRODUCT  LOGISTICS 

Due  to  the  current  high  level  of  overwater  crude  imports  and 
somewhat  declining  domestic  production,  deepwater  terminals  are 
needed  to  supply  existing  refinery  capacity  as  well  as  expansions  and 
new  refineries. 

The  crude  oil  imported  through  Seadock  wnll  be  utilized  by  Gulf 
Coast  and  mid-continent  refineries.  This  will  be  accomplished  by  per- 
mitting crude  oil  currently  flowing  to  the  Gulf  Coast  to  be  diverted 
through  existing  pipelines  to  midcontinent  refineries. 

In  addition,  existing  pipelines  may  be  reversed,  and  at  least  one 
new  large  throughput  pipeline  is  being  considered  to  directly  move 
crude  oil  from  Seadock  to  the  Midwest.  It  is  estimated  that  about  1 
million  bbl/d  out  of  the  3  million  bbl/d  of  crude  oil  expected  to 
move  through  Seadock  in  1980  will  effectively  supply  Midwest  refin- 
eries. Total  petroleum  imports  are  projected  at  10.5  million  bbl/d  by 
1980. 

Products  refined  on  the  Gulf  Coast  from  crude  oil  handled 
through  Seadock  will  also  be  moved  to  other  areas  of  the  U.S.,  such 
as  the  Midwest,  Detroit,  and  Chicago  areas,  the  Southeast,  and 
Atlantic  Coast. 

Today,  over  50  percent  of  the  petroleum  products  processed  on  the 
Gulf  Coast  are  transported  to  these  other  areas,  and  this  is  expected 
to  continue  in  the  future  even  with  significant  refinery  growth  in  the 
Northeast. 

EFFECT  ON  EXISTING  PORTS 

Deepwater  terminals  will  complement  existing  port  facilities  and 
encourage  their  growth  by  providing  petroleum  raw  materials  at 
economical  transportation  costs  to  existing  refineries,  petrochemical 
plants  and  industries.  Moreover,  movements  of  finished  products 
(including  refined  products,  chemicals,  grains,  etc.)  and  specialized 
feedstocks  through  existing  ports  are  expected  to  increase  with  or 
without  deepwater  terminals. 
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Separate  fi^om  the  rleepwater  terminal  legislation,  attention  needs 
to  be  directed  toward  modernization  and  expansion  of  existing  ports 
to  handle  anticipated  increasing  commerce. 

Some  proponents  of  deepwater  terminals  have  advocated  super- 
ports  which  would  handle  dry  bulk  products,  such  as  iron  ore,  coal 
and  grain,  as  well  as  petroleum.  We  do  not  favor  multiuse  deepwa- 
ter terminals. 

Most  studies  of  this  concept  indicate  that  there  is  relatively  little 
economic  incentive  for  using  superports  dor  dry  bulk  products,  since 
they  move  in  relatively  small  quantities  compared  to  petroleum,  and 
because  their  point  of  origin  and  destination  are  much  more  diverse. 

In  addition,  the  majority  of  dry  bulk  carriers  have  shallow 
enougli  drafts  to  permit  the  use  of  existing  ports.  INIultipurpose 
ports  ])ose  added  environmental  risk  since  the  additional  ships  with 
their  different  tvpes  of  carixo  would  cause  both  congestion  and  com- 
plication  of  equipment  and  operating  procedures,  resulting  in  an 
increased  possibility  of  accident. 

Since  human  error  is  the  major  cause  of  oil  spills,  simplification 
of  operating  procedures  is  an  important  factor  in  reducing  the 
chances  of  an  accident. 

As  previously  mentioned,  separate  consideration  should  be  given 
to  dry  bulk  products  through  modernization  of  existing  ports  while 
deepwater  terminal  legislation  should  be  directed  toward  single-pur- 
pose petroleum  facilities. 

THE  SEADOCK  PROJECT 

Seadock  has  chosen  the  single  point  mooring  or  SPM  technique 
for  our  terminal.  With  this  system,  the  tanker  moors  at  a  buoy  and 
oil  is  then  pumped  from  the  tanker  through  a  floating  hose  to  an 
SPM  and  from  there  into  an  undersea  buried  pipeline  to  shore. 

I  would  like  to  point  out  that  this  is  a  proven  concept  since  over 
100  SPM's  have  been  installed  and  successfully  operated  worldwide 
since  the  first  application  in  1959. 

The  single  point  mooring  has  the  advantage  of  being  operable  in 
weather  that  would  put  other  types  of  terminals  out  of  service.  The 
tanker  is  free  to  weathervane  about  the  buoy,  facing  into  the  wind, 
current  and  waves  to  keep  mooring  line  and  other  forces  to  a  mini- 
mum. These  buoys  are  sturdy  and  safe. 

At  the  Seadock  single  point  mooring  buoy,  VIjCC's  will  be  able  to 
moor  in  up  to  6  feet  significant  seas  with  a  mooring  craft  handling 
the  mooring  lines  and  hoses.  Once  moored,  the  AT^jCC  will  be  able  to 
operate  in  significant  seas  of  up  to  12  feet  while  pumping  oil  ashore. 

Historical  data  from  the  Institute  of  Storm  Kesearch  shows  that 
significant  seas  less  than  12  feet  will  occur  on  the  average  of  96.6 
percent  of  the  time  at  the  Seadock  location.  The  buoys  themselves 
would  be  designed  to  withstand  hurricane  conditions. 

However,  the  tanker  would  have  to  stop  pumping,  close  its  valves 
and  disconnect  from  the  hoses  and  mooring  lines  under  such  condi- 
tions. 

In  the  North  Sea,  one  of  the  Seadock  companies  has  demon- 
strated, as  a  result  of  2  years  of  successful  experience,  the  ability  of 
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self-moor  in  seas  up  to  16  feet  and,  once  moored,  to  operate  in  seas 
up  to  24  feet. 

Although  different  operating  equipment  and  conditions  are 
involved,  it  is  due  to  rapidly  improving  techniques  such  as  this  that 
the  above  Seadock  operating  criteria  are  considered  conservative. 

The  operation  of  Seadock  will  benefit  from  the  experience  gained 
at  some  of  the  newer  oil  terminals  around  the  world.  The  Milford 
Haven  terminal,  located  in  a  national  park  in  England,  has  operated 
with  a  spill  rate  of  less  than  one-half  barrel  for  every  1  million  bar- 
rels handled  according  to  a  recent  government  report. 

In  a  region  of  Ireland  noted  for  its  beaches,  the  Bantry  Bay  ter- 
minal has  handled  well  over  500  million  barrels  of  oil  with  no  mea- 
surable pollution. 

Single  point  moorings  in  Libya,  Singapore  and  Okinawa,  similar 
to  those  that  Seadock  will  use,  have  operated  with  spill  rates  as  low 
as  Milford  Haven  and  Bantry  Bay.  These  operations  will  illustrate 
how  proper  design  and  adherence  to  good  operating  procedures  have 
resulted  in  remarkably  pollution  free  operations. 

With  new  technology  and  expertise  which  have  been  developed 
over  the  years,  we  are  certain  these  accomplishments  can  be  equaled 
and  exceeded  by  U.S.  deepwater  terminals. 

Seadock  plans  to  build  the  initial  marine  facilities  at  a  location  25 
to  30  miles  offshore  of  Freeport,  Tex. 

This  is  essentially  the  same  location  recommended  by  the  Corps  of 
Engineers  in  its  study.  Seadock  studied  a  number  of  offshore  loca- 
tions ranging  all  the  way  from  Corpus  Christi  to  Port  Arthur. 

The  onshore  and  multiple  offshore  pipelines  are  the  most  costly 
portions  of  the  seadock  system.  The  Freeport  location  balances  these 
costs  to  achieve  a  minimum  investment.  This  location  is  in  naturally 
deepwater  and  requires  no  dredging. 

At  least  three  SPM's  are  planned  initially.  Since  a  wide  range  of 
ship  sizes  are  expected  to  call  at  Seadock,  these  buoys  will  be  in  90 
to  110  feet  of  water  so  as  to  be  capable  of  handling  ships  in  the 
500,000  ton  class. 

One  buoy  will  be  fitted  to  accommodate  the  small  number  of 
50,000  to  100,000  ton  ships  expected.  These  buoys  will  be  connected 
to  a  pumping  platform  by  buried  pipelines  capable  of  unloading 
rates  of  125,000  barrels  per  hour  or  more.  Buried  pipelines  will  move 
the  oil  from  the  platform  to  an  onshore  tank  farm. 

The  initial  offshore  facilities  will  be  equipped  with  sufficient 
pumping  capacity  to  move  the  crude  the  35  to  40  miles  to  the  Free- 
port  onshore  terminal.  An  offshore  pumping  and  control  platform, 
which  is  very  similar  to  existing  production  platforms  in  the  Gulf, 
will  also  house  the  living  quarters  for  the  offshore  crews  and  will  be 
equipped  with  a  weather  station  and  monitoring  and  communication 
facilities. 

Additional  platforms,  buoys  and  lines  to  shore  will  be  added  as 
needed.  The  modular  design  of  Seadock  insures  easy  expansion  so 
that  future  deeper  draft  ships  can  be  accommodated. 

Crude  oil  arriving  at  the  Freeport  terminal  through  the  pipelines 
from  the  platform  will  be  metered  and  diverted  into  large  tanks. 
The  terminal  will  provide  segregated  storage  for  the  various  crudes 
shipped. 
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The  tanks  will  be  500,000  barrels  or  more  in  capacity  and  will  be 
equipped  with  floatino;  roofs  to  control  hydrocarbon  vapor  emissions. 
The  onshore  terminal  will  also  house  the  primary  communications 
and  control  center. 

From  this  terminal,  the  oil  will  be  moved  by  existing  and  new 
pipeline  systems  to  the  refineries,  Seadock  is  coordinating  its  studies 
with  others  engaged  in  development  of  the  most  efficient  pipeline 
system  for  distribution  to  the  refineries. 

Systems  such  as  Seadock  require  a  tremendous  investment.  The 
segment  of  Seadock  extending  from  the  buoys  to  the  onshore  termi- 
nal is  referred  to  as  the  marine  portion. 

Our  current  estimate  fixes  its  cost  at  $310  million.  The  Freeport 
terminal  is  estimated  to  require  an  ultimate  expenditure  of  $80  mil- 
lion. 

Beyond  Seadock.  the  distribution  system  to  the  refineries,  includ- 
ing pipeline,  pumping  stations  and  breakout  storage,  will  cost  $155 
million.  That  makes  the  total  investment  $545  million. 

Seadock  expenditures  to  date  have  already  amounted  to  about  $1 
million  for  organizational  and  legal  activities  and  preliminary  engi- 
neering and  environmental  work. 

As  you  can  imagine,  the  construction  of  Seadock  will  require  con- 
siderable time.  The  timetable  we  hope  to  follow  would  allow  Sea- 
dock to  be  in  operation  by  1976. 

However,  the  actual  schedule  will  be  greatly  dependent  on  such 
factors  as  when  Federal  enabling  legislation  is  provided,  the  time 
required  for  processing  of  the  permit  application,  environmental 
impact  statement  preparation  and  review  by  Federal  agencies,  com- 
pletion of  necessary  public  hearings,  cooperation  of  affected  States 
and  so  forth.  This  project  is  currently  being  implemented  by  Sea- 
dock's  Management  Committee  that  functions  much  like  a  board  of 
directors,  a  technical  committee  that  sets  and  reviews  standards,  a 
legal  committee  that  has  responsibility  for  the  necessary  legal 
research  and  permitting  activities,  a  pui3lic  affairs  and  government 
relations  committee  that  has  responsibility  for  hearings  such  as  this, 
and  our  full-time  employees  located  in  Houston. 

Seadock  has  been  in  close  contact  with  various  Texas  State  agen- 
cies and  officials  to  advise  them  of  our  plans,  to  offer  our  assistance, 
and  to  receive  their  ideas. 

They  support  the  concept  of  deepwater  terminals  and  are  cooperat- 
ing with  Seadock  in  every  possible  way. 

To  promote  establishment  of  a  deepwater  terminal  off  the  Texas 
coast,  the  legislature,  in  1972,  established  the  Texas  Offshore  Termi- 
nal Commission.  We  think  the  commission  can  be  a  major  asset  to 
the  State  in  meeting  its  goals  and  that  it  will  be  a  critical  link 
between  Seadock  and  the  Government. 

Although  existing  Texas  law  and  regulations  appear  adequate  to 
cover  the  onshore  terminal  facilities  and  that  portion  of  the  pipe- 
lines within  its  territory,  one  of  the  commission's  important  tasks 
will  be  to  insure  that  efforts  directed  at  developing  deepwater  termi- 
nals are  kept  moving  in  the  various  State  agencies  that  will  be 
involved. 

Seadock  has  completed  a  considerable  amount  of  design  and  engi- 
neering work  and  is  currently  concentrating  on  finishing  that  work 


383 


C3 
c3 


CD 


Ui 
0 

< 
I- 

> 

IS 

UJ 


a. 


o 
J— 

E2 


[Figure  3] 


384 

as  well  as  environmental  studies  that  will  be  necessary  in  seeking  a 
construction  permit. 

Our  Houston  based  engineering  staff  is  engaged  in  gathering  data 
regarding  volume  forecasts,  physical  information  and  design  crite- 
ria. They  have  finished  a  preliminary  onshore  soil  analysis  and  are 
working  on  a  similar  study  offshore.  Conceptual  design,  sizing  and 
optimization  of  all  facilities  is  well  underway. 

Environmental  studies  have  been  started  to  gather  data  required 
for  an  environmental  assessment.  Dames  and  Moore,  a  leading  envi- 
ronmental consultant,  and  Texas  A.  &  M.  University  have  been 
awarded  a  joint  contract  for  this  work. 

Specialized  segments  of  these  studies  will  be  handled  by  subcon- 
tracts, such  as  the  measurement  of  air  quality  parameters  being  con- 
ducted by  Southwest  Research  Institute. 

Seadock  estimates  that  the  environmental  studies  will  take  until 
early  1974  to  complete. 

The  final  phase,  actual  construction  of  the  Seadock  facilities,  can 
begin  in  1974  if  all  permits  have  been  obtained. 

Construction  activities,  including  preconstruction  engineering  and 
material  acquisition,  will  take  at  least  18  months.  Operation  could 
commence  in  early  to  mid-1976. 

This  timetable  demonstrates  why  we  must  move  now  if  we  are  to 
have  a  deepwater  terminal  when  it  is  needed.  '  ' 

ECONOMIC  IMPACT 

Now,  let  us  turn  our  attention  to  the  impact  that  deepwater  termi- 
nals like  Seadock  will  have  on  the  United  States.  Let  us  look  first  at 
the  economic  impact. 

While  the  future  cost  of  petroleum  products  will  undoubtedly  rise 
in  response  to  the  law  of  supply  and  demand,  these  terminals  will 
help  minimize  this  cost  by  reducing  the  cost  of  transportation.  This 
is  important,  not  only  to  the  individual  in  what  he  pays  for  gasoline 
and  other  products,  but  to  U.S.  industry  that  depends  on  minimum 
cost  energy  to  remain  competitive. 

The  recent  trend  in  shipbuilding  is  aimed  at  reducing  transporta- 
tion costs.  The  30,000-ton  vessel  is  the  average  size  ship  that  has 
called  on  gulf  coast  ports  in  the  past  few  years. 

Let  us  consider  the  new  building  cost  of  moving  a  barrel  of  crude 
from  the  Persian  Gulf  to  the  gulf  coast  on  a  30,000-ton  ship  during 
1980  as  equal  to  100  percent. 

The  ship  of  today,  the  250,000-ton  vessel,  could  cut  this  cost  to  45 
percent  of  the  30,000-ton  ship  cost  if  it  could  be  unloaded  at  a  U.S. 
port,  and  the  500,000-ton  ship  of  tomorrow  could  cut  shipping  cost 
to  38  percent. 

The  50,000-tonner  is  the  biggest  ship  that  can  get  into  most  U.S. 
ports  when  fully  laden,  and  no  U.S.  port  is  deep  enough  to  allow 
entry  of  a  fully  laden  250,000-ton  and  larger  ships. 

A  deepwater  terminal,  such  as  Seadock,  has  the  flexibility  to 
handle  the  deepest  draft  ships,  whereas  the  cost  of  deepening  and 
enlarging  existing  ports  to  handle  comparable  VLCC  traffic  could 
probably  be  prohibitive. 
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Seadock  and  other  similar  facilities  will  help  provide  an  adequate 
supply  of  ener^  as  the  United  States  becomes  increasingly  depend- 
ent on  imported  crude  oil.  This  will  insure  that  existing  industry  is 
supplied  with  energy  needed  to  continue  operations. 

All  knowledgeable  sources  concur  that  there  is  no  short-term 
viable  or  publicly  acceptable  U.S.  energy  supply  alternatives  to 
increased  imports  of  petroleum.  Because  of  current  rising  import 
levels  and  somewhat  declining  domestic  production,  deepwater  ter- 
minals are  needed  to  supply  existing  refinery  capacity. 

The  actual  land  requirements  for  a  deepwater  terminal  are  mini- 
mal, including  pipelines  for  delivering  oil  to  refineries. 

Downstream  industrial  developments  that  might  follow  construc- 
tion of  a  deepwater  terminal  are  already  subject  to  State  and  local 
legislation  and  regulation.  These  downstream  developments  can  thus 
be  restricted  in  some  areas  but  allowed  to  develop  in  other  areas. 

To  the  extent  development  is  desirable,  deepwater  terminals  do 
provide  a  means  to  attract  new  industry  and  assure  continued  eco- 
nomic growth  for  the  United  States.  This  growth  opportunity  exists 
not  only  for  the  coastal  region,  but  also  extends  to  many  inland 
areas  which  will  benefit  from  the  large  volume  deepwater  terminals 
feeding  existing  and  new  inland  pipeline  systems. 

Such  inland  systems  are  more  likely  with  deepwater  terminal 
development  which  permits  high  throughput  economical  inland 
transportation, 

ENVIRONMENTAL  IMPACT 

Now,  let  us  look  at  the  environmental  impact  of  big  ships  and 
deepwater  petroleum  unloading  terminals  such  as  Seadock.  The 
number  of  tanker  arrivals  required  in  the  western  Louisiana  and 
upper  Texas  gulf  coast  ports  to  supply  the  3-million  barrels  per  day 
of  Seadock  throughput  I  just  mentioned  will  increase  dramatically 
if  a  deepwater  terminal  is  not  provided. 

If  30,000-ton  ships  were  used,  by  1980,  13  port  arrivals  per  day 
would  be  required.  This  drops  to  li/o  calls  per  day  for  a  250,000-ton 
VT.CC. 

In  addition,  with  expected  growth  in  refining  capacity,  oil  prod- 
ucts shipped  from  Texas  ports  will  also  increase,  either  with  or 
without  deepwater  terminals.  We  estimate  that  the  total  load  on 
Texas  ports  will  double  by  the  early  1980's  without  an  offshore  ter- 
minal. 

This  illustrates  the  positive  effect  VLCC's  will  have  in  reducing 
port  congestion. 

Historical  data  analyzed  by  the  U.S.  Coast  Guard  on  collisions 
and  groundings  dramatically  demonstrate  that  most  oil  spill  acci- 
dents occur  where  harbor  congestion  is  great  and  where  maneuver- 
ing of  ships  is  restricted  by  narrow  winding  channels. 

These  accidents  are  quite  rare  on  the  open  sea. 

Clearly,  Seadock's  location  far  offshore  will  reduce  this  type  of 
incident. 

The  President's  Council  on  Environmental  Quality,  in  its  east 
coast  study,  concluded  that  deepwater  terminals  and  VLCCs  would 
cut  spills  to  about  one-tenth  of  what  they  would  be  if  small  ships 
were  used  in  direct  service  or  transshipment. 
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TANKER  PROCEDURES 


Extensive  safety  precautions  and  operating  requirements  will  be 
established  for  the  tankers  utilizing  the  Seadock  installation.  First, 
the  deepwater  terminals  themselves  will  permit  the  newest  and  most 
modern  ships  afloat  to  be  used  for  movement  of  oil  to  the  United 
States,  the  VLCC's  of  today  and  tomorrow\ 

The  masters  entrusted  with  the  large  captial  investment  tied  up  in 
the  VLCC's  will  be  highly  trained  and  experienced. 

Intergovernmental  Maritime  Consultative  Organization — IMCO — 
regulations  will  apply  to  the  facility  as  well  as  regulations  of  the 
U.S.  Coast  Guard. 

The  International  Oil  Tanker  and  Terminal  Safety  Guide  will  be 
utilized  to  govern  operations  at  the  facility.  The  procedures  under 
which  the  shi])s  are  directed  to  the  buoy,  moored  and  operated  will 
be  subject  to  U.S.  regulation,  including  traffic  control,  communica- 
tions equipment,  lighting,  shutdown  equipment,  drip  pans,  et  cetera. 
Vessels  not  meeting  the  equipment  and  performance  requirements 
established  will  not  be  allowed  to  moor. 

SAFETY  DESIGN  FEATURES 

The  Seadock  facility  will  back  up  these  tanker  operating  require- 
ments with  safety  design  features  and  precautions  of  its  own. 

First  of  all,  Seadock  will  be  an  unloading  terminal  not  subject  to 
the  two  major  problems  of  ballast  disposal  and  overfilling  of  ships' 
tanks  during  loading  operations. 

Seadock  will  handle  only  petroleum.  Operations  will  not  be  com- 
plicated by  multipurpose  equipment  or  procedures.  The  facility  will 
be  highly  automated  with  a  centralized  control  center  and  manual 
backup  capability. 

Computerized  monitoring  of  operating  systems,  such  as  pressures, 
temperatures,  flow  rates,  et  cetera,  will  be  utilized  to  indicate  operat- 
ing problems  and  facilitate  rapid  shutdown  of  pumping  operations. 

Automatic  high-pressure  shutdown  systems  will  be  installed  for 
extra  protection  as  well  as  surge  and  thermal  relief  systems. 

Hoses  will  be  visually  inspected  and  pretested  prior  to  unloading. 
Offshore  pipelines  will  be  buried  a  minimum  of  three  feet  in  open 
areas  and  significantly  deeper  at  shore  approaches,  fairway  crossings 
and  at  SPM  and  platform  areas. 

Such  pipelines  have  proven  safe  during  years  of  extensive  experi- 
ence with  similar  installations. 

An  Army  Corps  of  Engineers'  report  indicates  that  oil  spills 
should  be  almost  completely  eliminated  through  the  use  of  buried 
submarine  pipelines. 

Water  treatment  facilities  will  be  installed  at  potential  points  of 
contamination,  and  facilities  will  include  drip  pans,  curbing,  drain 
systems,  waste  treatment  and  sumps.  The  onshore  tanks  will  have 
floating  roofs  to  control  emissions,  and  there  will  be  no  excessive 
sound  levels  associated  with  Seadock. 
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CONTINGENCY  PLANS 


In  the  unlikely  event  of  a  spill,  the  oil  must  first  be  contained, 
then  picked  up.  This  is  an  area  of  new  and  rapidly  improving  tech- 
nology. 

A  spill  boom  recently  developed  for  use  offshore  of  the  west  coast 
has  been  demonstrated  to  be  effective  in  sieaiificant  wave  heights 
from  6  to  8  feet. 

The  U.  S.  Coast  Guard  is  working  on  booms  which  might  be  dis- 
played by  helicopters.  Skimmers  to  pick  up  the  oil  are  currently 
operating  satisfactorily  in  the  Gulf.  There  are  dozens  of  new  booms 
and  skimmers,  and  extensive  research  is  continuing. 

The  American  Petroleum  Institute,  the  Environmental  Protection 
Agency,  and  the  U.S.  Coast  Guard  have  research  programs  totaling 
at  least  $10  million  per  year,  and  substantial  expenditures  are  being 
made  by  individual  oil  companies. 

I  can  assure  you  that  Seadock  will  have  the  most  appropriate 
equipment  available. 

For  example,  on  the  west  coast  today,  and  I  believe  in  areas  of  the 
Gulf  Coast  Mr.  Read  referred  to,  I  was  speaking  to  the  West  Coast 
Clean  Bay,  Inc.  has  the  capability  of  cleaning  up  a  100,000  barrel  oil 
spill.  This  would  be  a  major  spill  by  any  figment  of  the  imagination. 
And  they  have  facilities,  booms,  and  skimmers  that  are  capable  of 
operating  in  seas  of  6  to  8  feet. 

Now,  I  mention  that  it  is  very  rare  that  we  get  seas  of  over  8  feet 
in  the  Gulf  Coast  areas,  so  by  applying  the  existing  technology  on 
the  west  coast  to  the  Gulf  Coast  area,  I  feel  that  we  have  in  hand  a 
similar  capability  on  the  Gulf  Coast.  We  are  not  stopping  there. 

We  and  various  other  industry,  private,  and  governmental  groups, 
are  working  together  to  greatly  expand  the  oil  spill  pickup  capabil- 
ity so  that  we  can  meet  any  contingency  that  we  may  be  confronted 
with. 

Acting  as  another  line  of  backup  to  the  manpower  and  equipment 
on  site  at  Seadock  would  be  the  industry  cooperatives  formed  to 
marshal  the  equipment  and  trained  personnel  of  a  particular  geo- 
graphic area  in  the  event  they  are  needed. 

For  example,  the  Clean  Channel  Association  operates  along  the 
Houston  ship  channel  and  has  at  its  disposal  over  10,000  feet  of  spill 
booms,  several  floating  skimmers,  boats,  vacuum  trucks,  and  so  forth. 

In  addition  to  the  good  intentions  of  tanker  and  terminal  owners 
and  operators,  there  are  significant  financial  incentives  for  avoiding 
oil  spills. 

The  first,  and  most  obvious,  of  these  is  that  every  barrel  of  oil  lost 
IS  a  barrel  of  product  that  cannot  be  sold.  In  addition,  industry 
assumes  financial  liability  for  cleanup  of  spills. 

Two  voluntary  agreements  insure  coverage  of  oil  pollution  losses 
resulting  from  tanker  operations.  The  first  of  these  is  known  as 
Tovalop. 

Tovalop  covers  most  tankers  over  95  percent— serving  the  United 
States  and  provides  cleanup  most  based  on  tanker  tonnage  for  up  to 
$10  million.  ^  ^ 
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The  second  a<Treement  is  Cristal.  Participatinir  companies  have 
provided  additional  coverao^e  up  to  $30  million  for  the  correction  of 
oil  pollution. 

An  important  feature  of  both  ag:reements  is  that  funds  are  avail- 
able to  start  cleanup  procedures  immediately,  before  responsibility 
for  the  accident  is  assigned. 

In  addition,  I^.S.  waters  are  subject  to  the  provisions  of  the  Water 
Quality  Improvement  Act  of  1970,  which  assigns  legal  liability  up 
to  $14  million  to  the  owner  or  operator  of  vessels,  and  up  to  $8  mil- 
lion for  pollution  from  terminals. 

This  act  also  requires  every  terminal  to  have  a  contingency  plan 
for  handling  spills. 

This  plan  must  be  approved  by  the  U.S.  Coast  Guard  and  would 
include  provisions  for  handling  even  the  largest,  most  improbable 
spill.  Clearly,  the  participants  of  Seadock  and  similar  facilities  have 
strong  incentives  for  reducing  the  potential  for  oil  spills. 

I  might  say  that  Seadock,  and  I  am  sure  LOOP  are  also  studying 
ways  to  which  we  might  expand  and  improve  our  equipment  and 
capability  in  this  needed  area. 

I  might  comment  Mr.  Train  commented  to  this  committee,  and  he 
amplified  it  in  Public  Works,  that  one  of  the  disadvantages  of  a 
monobuoy  installation  was  the  inability  to  surround  the  tanker  with 
an  apron  as  you  could  do  at  a  fixed  pier  location. 

Now,  I  would  like  to  add  on  that,  that  he  is  correct  in  his  state- 
ment. He  went  on  and  elaborated  before  the  Public  Works  Commit- 
tee, and  pointed  out  that  this  may  really  not  be  necessary  when  we 
are  talking  about  a  facility  25  to  80  miles  offshore  where  the  cur- 
rents are  flowing  offshore  more  parallel  to  the  shore. 

There,  I  think  what  is  needed  is  having  boom  equipment  at  hand 
so  you  can  get  out  there  within  2  or  3  hours  to  contain  a  spill  if  it 
occurs,  plus  a  capability  of  picking  up  the  oil,  because  containing 
the  oil  is  fine,  but  in  the  final  analysis,  we  have  to  get  the  oil  out  of 
the  sea.  And  it  is  in  this  area  that  we  are  emphasizing  just  as  much 
as  we  are  the  containment  area. 

In  closing,  I  would  like  to  say  I  hope  this  discussion  has  given 
you  a  feel  for  the  attention  that  is  going  into  designing  Seadock. 

I  have  discussed  how  Seadock's  ability  to  serve  VLCC's  will  reduce 
the  number  of  tankers  required  for  imports  and  will  keep  the  ships 
far  offshore  where  accidents  are  less  likely  to  occur. 

We  have  seen  that  SPM  technology  is  proven  and  that  Seadock 
will  not  utilize  novel  untried  concepts. 

In  addition,  spill  cleanup  capability  is  continually  improving  with 
the  design  of  new  equi])ment,  the  formation  of  cooperative  organiza- 
tions, and  the  financial  backing  of  insurance  groups. 

In  short,  Ave  believe  that  deepwater  terminals  like  Seadock  will  be 
beneficial  to  the  U.S.  environment. 

FEDERAL  LEGISLATIOX,  NECESSITY,  AND  TYPE 

Based  upon  legal  studies  which  we  have  undertaken,  we  are  of  the 
opinion  that  the  U.S.  Government  has  jurisdiction  to  authorize  and 
control  deepwater  terminal  facilities  on  the  Outer  Continental  Shelf. 
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However,  our  studies  also  indicate  that  there  is  a  lack  of  any  codi- 
fied Federal  law  which  specifically  provides  for  the  licensing  and 
regulation  of  the  construction  and  operation  of  offshore  deepwater 
port  facilities. 

Although  existing  law  would  be  applicable  to  a  number  of  aspects 
of  our  proposed  facility,  the  lack  of  any  clear  authority  for  making 
applications  and  the  granting  of  permits  creates  considerable  uncer- 
tainty as  to  the  legal  standards  applicable  io  a  project  of  the  scope 
of  the  one  Seadock  is  undertaking. 

This  being  the  case,  we  believe  that  Congress  should  exercise  Fed- 
eral jurisdiction  in  this  area  by  the  enactment  of  legislation  authori- 
zign  a  Fedei-al  agency  to  issue  permits  under  comprehensive  statu- 
tory and  regulatory  provisions  specifically  governing  such  offshore 
facilities. 

There  are  several  bills  now  pending  in  Congress  which  deal  to 
some  extent  with  aspects  of  deepwater  port  facilities. 

However,  H.R.  7501,  which  is  being  considered  by  the  Interior 
Committee,  is  the  type  of  comprehensive  bill  which  would  allow  a 
Federal  agency  to  license  the  construction  and  operation  of  a  deep- 
water  petroleum  terminal. 

In  general,  this  bill  provides  for  a  Federal  agency  to  assure  that 
any  application  for  a  license  to  construct  and  operate  a  deepwater 
port  facility  will  meet  all  the  requirements  of  other  Federal  agen- 
cies which  now  have  jurisdiction  over  any  aspect  of  such  construc- 
tion and  operation. 

The  bill  also  provides  that  adequate  consideration  will  be  given  to 
the  environmental  impact  such  a  facility  might  have  as  well  as  the 
need  for  such  a  facility  from  the  standpoint  of  national  interest 
requirements. 

We  can  support  the  general  approach  to  Federal  legislation  en- 
visioned by  H.R.  7501  as  being  comprehensive  and  designed  to 
cover  in  one  piece  of  legislation  the  authority  of  one  Federal  agency 
to  issue  a  license  for  the  construction  and  operation  of  a  deepwater 
petroleum  terminal  while,  at  the  same  time,  giving  adequate  safe- 
guards and  consideration  to  various  effects  the  facility  may  have  on 
the  environment,  the  national  interest,  and  the  jurisdiction  of  the 
State  and  Federal  Government. 

The  need  for  this  type  of  legislation  is  pressing,  both  from  the 
standpoint  of  national  interest  and  environmental  consideration. 
We  urge  Congress  to  enact  this  type  of  legislation  as  soon  as  pos- 
sible. 

I  would  like  to  thank  you  very  much  for  your  attention,  and  that 
concludes  my  oral  presentation. 

The  Chairman.  Well,  thank  you  very  much,  INIr.  Arnold. 

Your  statement  is  also  very  complete  and  very  good,  and  I  think 
has  given  us  a  great  deal  of  information  that  we  w^ant  to  read  in 
complete  form  and  study. 

I  know  that  we  have  all  been  writing  down  some  questions  when 
you  were  both  testifying.  There  is  so  much  to  ask. 

We  are  going  to  proceed  under  the  5-minute  rule  here  for  ques- 
tioning, but  I  want  to  start  by  asking  a  few  questions. 
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First,  would  it  necessarily  mean  that  all  oil  delivered  to  these 
ports  would  be  foreio:n  imports? 

Mr.  Eead.  I  think  that  the  place  where  you  would  load  super- 
tankers would  most  likely  be  at  a  foreij^n  port. 

The  Chatrmax.  And  then  the  other  thing  that  came  to  mind  in 
these  various  ports,  those  proposed  to  be  built  and  those  existing: 
Would  the  storage  facilities  be  used  just  for  oil,  or  would  they  be 
used  for  oil  and  dry  products? 

For  instance,  if  they  are  just  built  offshore  for  the  import  of 
foreign  oil,  I  can  understand  it,  but  you  would  not  use  the  same 
facility  for  a  dry  cargo  of  grain,  or  something  else,  is  that  correct? 

Mr.  Arxold.  You  are  correct.  The  installation  would  be  for  the 
handling  of  large  imports  of  oil.  It  would  greatly  simplify  the  pro- 
cedures for  it  to  be  this  way. 

On  the  handling  of  dry  bulk  cargo,  we  feel  like  it  would  be 
handled  by  expansion  of  the  existing  port  facilities  as  the  ships  do 
not  move  the  tonnage  that  oil  moves,  and  do  not  require  the  draft, 
the  depth  of  water,  that  is  required  for  the  large  VLCC's. 

The  Chairman.  I  gathered  that  from  what  you  said,  but  it  was 
sort  of  glossed  over. 

INIr.  Arxold.  Yes. 

The  Chairmax.  Would  you  explain  again  the  difference  between 
the  deepwater  port  that  needs  the  protection  of  a  breakwater  sys- 
tem, and  one  that  does  not? 

Mr.  Read.  With  the  single  point  mooring  system,  the  tanker 
swings  around  the  mooring  according  to  minimize  the  forces  of  the 
waves  and  the  wind,  whereas  at  a  fixed  pier  type  installation  the 
tanker  would  be  moored  against  the  fixed  pier,  and  the  mooring 
forces  would  be  much  stronger  with  winds  from  either  side  of  the 
vessel  (without  a  breakwater)  than  at  a  single  point  mooring. 

The  Chairmax.  As  I  understand  your  testimony,  INIr.  Read, 
present  domestic  crude  oil  production  is  something  less  than  13 
million  barrels  per  day,  and  can  be  expected  to  level  off  at  about 
13  million  barrels  during  the  next  few  years. 

What  is  the  present  energy  demand  in  equivalence  of  millions  of 
barrels  per  day,  and  what  is  the  present  daily  import  of  foreign 
crude  oil? 

Can  you  give  us  that  now,  or  if  not,  will  you  supply  it  for  the 
record? 

]\Ir.  Arxold.  I  think  I  can  answer  the  question  now. 

The  current  total  energy  demand  of  the  United  States  in  terms 
of  barrels  per  day  of  oil  equivalent  is  in  the  neighborhood  of  70 
million  barrels  per  day. 

That  does  not  look  like  right.  Say  that  I  am  looking  at  the  wrong 
side  of  the  chart,  I  have  some  btu's  on  one  side,  and  barrels  on  the 
other. 

I  am  going  to  look  on  the  right-hand  side,  and  say  that  is  about 
40  million  barrels  per  day  of  equivalent  oil  in  terms  of  energy  de- 
mand. That  can  be  expected  to  grow  to  about  60  million  barrels 
per  day  of  the  equivalent  oil  energy  demand  of  1985. 

The  current  level  of  petroleum  imports  into  this  country  is  about 
6  million  barrels  per  day,  and  it  is  that  figure  that  would  grow  to 
your  15  million  barrels  per  day  figure  by  1985. 
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That  gives  you  an  idea  of  what  the  relative  sizes  of  the  imports 
total  energy  demand. 

The  Chairman.  What  is  the  present  refinery  capacity  in  the 
United  States  by  regions  in  terms  of  millions  of  barrels  per  day? 

Now,  if  you  do  not  have  that  you  can  supply  that  for  us  when 
you  look  over  your  testimony. 

Mr.  Arnold.  I  could  guess,  but  I  think  it  would  be  better  to  have 
more  accurate  figures. 

[The  information  follows :] 

Existing  refinery  capacity 

[Thousands  of  barrels  daily] 

Refinery  capacity 
PAD  districts  :  °f  '^'^^-  ^'  ^^''^ 

1.  (Atlantic  coast) 1,603 

2.  (Midwest) 3,782 

3.  (Gulf  coast) 5,  590 

4.  (Rocky  Mountain) 459 

5.  (West  coast) 2,208 

Total   13,  &42 

Note. — Based  on  the  Information  published  by  the  U.S.  Bureau  of  Mines,  the  refinery 
capacity  In  the  United  States  at  Jan.  1,  1973  was  as  follows  by  PAD  district  (refer  to 
attached  map  for  location  of  PAD  districts). 

The  Chairman.  A  question  for  both  of  you. 

If  as  you  indicate  our  1985  energy  needs  will  reach  the  equivalent 
of  some'eO  million  barrels  of  crude  oil  per  day,  what  provisions  and 
what  time  frame  do  you  anticipate  for  the  needed  additional  refin- 
ery capacity,  not  storage? 

]Mr.  Read.  I  think  we  prefer  to  answer  that  one  for  the  record. 

The  Chairman.  Please  do  so. 

[The  two  items,  table  6  and  fig.  IV,  were  supplied  by  Mr.  Wil- 
liam B.  Read,  while  the  two  items  entitled,  "Projected  Refinery 
Capacity"  and  the  map  "PAD  Districts"  were  supplied  by  Mr.  J.  E. 
Arnold  in  responses  to  the  request  above :] 

TABLE  6.-PR0JECTED  ANNUAL  GROWTH  IN  REFINING  CAPACITY  FOR  PAD  DISTRICTS  I,  II,  AND  III 

[In  thousands  of  barrels  per  day| 


Refining  capacity 


PAD  district  1970  1971  1972         1975         1970         1985         1990         2000 


III                                                  4,825.8       5,227.2       5,462.7       5,777       7,652  9,088  10,383  13,162 

(LoVisianV) :.'"""".'.. -    (1,257.4)    (1,307.5)    (1,481.6)    (1,568)  (2,134)  (2,606)  (3,040)  (3,949) 

II                                                      3,226.5       3,492.7       3,470.1        3,902  4,658  5,348  6,021  7,633 

\^\""\[""\[\^\Vi"\"\Vi.      1,473.2        1,501.4        1,528.5        1,740       2,850  4,000  4,520  5,709 

Annual  percentage  growth  rates 

1972-       1976-  1981-  1986-  1991- 

75             80  85  90  2000 


III                                                          .        1.9          5.8  3.5          2.7         2.4 

(LouiiiVnay.:::::::::::::::::... — .  (1.9)  (6.3)  (4.o)  (3.2)  (2.6) 

II                                                  .  4.0      3.6  2.8     2.4     2. 4 

I "  "    ...  4.4  10.4  7.0      2.4     2.4 


Source:  H.  J.  Kaiser  Co.  and  Gulf  South  Research  Institute. 
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PROJECTED  REFINERY  CAPACITY 
[Thousands  of  barrels  daily) 


PAD  districts:  1975  1980  1985 


1.  (Atlantic  coast)... 

2.  (Midwest) 

3.  (Gulf  coast) 

4.  (Rocky  Mountain). 

5.  (West  coast) 


1,685 

2,180 

2,720 

4, 070 

4,900 

5,700 

5,  770 

7,550 

9,250 

490 

600 

650 

2,  280 

3,050 

3,590 

14, 295  18, 280  21, 910 


Note— Although  the  Bureau  of  Mines,  Office  of  Oil  and  Gas,  etc.,  published  data  does  not  provide  projections  of  refining 
capacity,  we  are  setting  forth  below  industry  projections  which  we  consider  to  be  representative  of  anticipated  refinery 
capacity  by  PAD  district.  These  projections,  when  totaled  for  the  United  States,  are  consistent  with  the  Initial  case  National 
Petroleum  Council  refinery  projections  for  the  United  States  in  their  recent  "  energy  study."  Please  refer  to  the  attached 
map  for  the  location  of  PAD  districts. 

The  Chairman.  Would  this  entail  the  expansion  of  refineries  in 
their  present  locations,  or  the  sitting  of  new  refinery  locations,  or 
a  combination  of  the  two,  and  if  so,  could  you  give  us  your  ideas, 
and  what  proportion? 

Mr.  Arnold.  The  deepwater  facilities  we  are  talking  about  would 
primarily  be  utilized  to  serve  existing  refinery  capacity,  plus  ex- 
pansion of  that  existing  capacity. 

This  would  not  rule  out  the  possibility  of  new  grassroots  refiner- 
ies being  constructed  in  these  areas,  but  it  primarily  would  serve 
the  requirement  that  exists  today  for  existing  refineries  and  for 
expansion  of  these  refineries. 

One  of  the  advantages  logistically  to  this  type  of  facility  is  that 
it  will  allow  oil  to  be  moved  inland  to  refineries  that  need  crude  oil, 
and  which  need  to  be  expanded  to  supply  demand  in  the  other  areas 
of  the  country,  so  I  think  that  answers  the  question,  and  if  riot,  I 
will  be  glad  to  amplify  on  it. 

The  Chairman.  As  you  read  over  your  transcript,  do  that,  and 
if  you  have  some  statistics,  I  think  it  would  be  helpful  to  have  it 
later  on. 

Mr.  Read,  since  the  LOOP  plans  include  movement  to  Louisiana 
and  the  Mississippi  locations,  as  well  as  to  the  upper  Midwest,  is 
there  a  fairly  definite  proportion  planned  for  in  these  movements? 

Mr.  Read.  The  movements  we  would  anticipate  if  a  port  were 
built,  would  be  about  half  of  the  volume  imported  through  the 
facility  would  move  up  through  a  pipeline  into  the  JSIidwest  area, 
and  the  other  half  would  most  likely  be  refined  in  existing  Missis- 
sippi and  Louisiana  refineries,  and  expansions  of  those  refineries, 
anci  possibly  several  new  grassroots  plants. 

The  Chairman.  I  noticed  on  one  of  your  charts  that  the  pipeline 
went  up  to  Chicago,  and  then  branched  out. 

Mr.  Read.  Yes,  that  is  an  existing  pipeline  system  that  is  already 
functioning. 

The  Chairman.  Did  you  mention,  or  did  I  read  as  you  were 
speaking,  of  pipelines,  8  inches? 

Mr.  Read.  No,  this  is  a  40-inch  pipeline. 

The  Chairman.  Where  did  I  get  8  inches? 

Mr.  Arnold.  Eight-foot  seas,  probably. 

Mr.  Read.  Eight  inches  is  not  a  very  big  line,  however  there  are 
some  pipe  lines  of  that  size  in  service  in  offshore  waters. 
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The  Chairmax.  No,  I  could  not  imagine  that.  If  either  of  you 
could  answer  this  now  or  later,  what  tonnage  is  included  in  LOOP 
plans  for  movement  through  the  LOOP  terminal  facility  by  1985, 
and  on  what  rising  scale  will  this  throughput  occur? 

If  you  do  not  have  that  at  the  tips  of  your  fingers,  you  can 
supply  it. 

Mr.  Read.  We  have  received  nominations  from  the  shareholding 
companies  of  what  they  would  propose  to  ship  through  the  facility, 
and  these  nominations  start  out  somewhere  between  1,700,000  bar- 
rels a  day  as  soon  as  the  facility  would  be  available,  and  increasing 
to  about  4  million  barrels  per  day  by  1985. 

The  Chairman.  Fine. 

Mr.  Arnold? 

INIr.  Arnold.  Our  numbers  are  almost  comparable.  I  mentioned, 
I  think,  3  million  by  1980,  and  4  million  by  1985  would  be  a  close 
estimate. 

The  Chairman.  Thank  you. 

Mr.  Downing? 

Mr.  Downing.  Thank  you.  Madam  Chairman. 

Gentlemen,  I  join  the  chairman  in  complimenting  both  of  you 
for  excellent  statements. 

INIr.  Arnold,  let  me  see  if  I  have  your  figures  straight.  Did  I 
understand  you  to  say  that  the  country  requires  40  million  barrels 
per  day,  and  will  increase  to  60  million  barrels  per  day? 

Mr.  Arnold.  Oil  equivalent  energy.  This  is  energy  expressed  in 
terms  of  barrels  of  oil  per  day  equivalent. 

INIr.  Downing.  Our  own  country  produces  15  million  barrels  per 
day,  and  I  thought  I  heard  you  say  we  import  6  million  barrels 
per  day. 

INIr.  Arnold.  Yes,  we  import  about  13  million  barrels  per  day  of 
oil,  but  we  also  produce  gas  and  coal,  so  if  you  convert  those  to 
barrels  per  day  of  oil  equivalent  they  also  apply  against  the  total 
demand. 

Mr.  Downing.  My  problem  is  who  supplies  the  oil  above  that  we 
import  and  produce  ourselves? 

If  we  produce  13  million  barrels  per  day  and  import  six  million 
barrels,  that  is  19  million  barrels,  and  we  require  40  million. 

Mr.  Arnold.  The  other  21  million  barrels  to  make  the  40  mil- 
lion is  made  up  in  terms  of  other  forms  of  energy,  gas,  coal,  nuclear, 
hydro. 

]Mr.  Downing.  Mr.  Read,  what  specific  present  statutes  have  any 
impact  on  the  construction  of  offshore  terminals,  including  the 
regulations  of  the  connecting  pipelines  outside  the  territorial  waters 
of  the  United  States? 

On  page  2  you  say  we  will  complete  the  design  work  necessary 
for  an  application  for  an  offshore  terminal  by  the  end  of  this 
summer. 

To  what  agency  do  you  make  that  application? 

Mr.  Read.  That  is  one  of  our  reasons  for  being  here  today,  and 
one  of  the  things  that  we  mentioned  at  the  end  of  our  presentation. 

We  are  doing  what  we  think  we  will  be  required  to  do  in  the  way 
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of  providino:  information  for  an  application  to  whatever  agency  is 
designated  that  we  can  apply  to. 

Mr.  Downing.  Well,  going  back  to  the  first  part  of  my  question, 
are  there  any  present  statutes  that  would  affect  you  in  your  pro- 
posal ? 

Mr.  Read.  Yes;  we  would  have  to  come  within  the  regulations 
we  believe  of  the  Environmental  Protection  Agency,  the  Corps  of 
Engineers,  from  the  standpoint  of  navigational  hazards,  for  pipe- 
lines on  the  Outer  Continental  Shelf,  existing  jurisdiction  for  pipe- 
lines is  through  the  Bureau  of  Land  INIanagement,  Department  of 
Interior. 

We  will  have  to  comply  with  numerous  agencies,  Mr.  Downing. 

]Mr.  Downing.  Even  though  you  are  constructing  this  outside  the 
territorial  waters  of  the  United  States? 

Mr.  Read.  Well,  a  part  of  our  project  will  be  within  the  terri- 
torial waters,  and  in  this  area  we  will  be  under  the  jurisdiction  of 
existing  Federal  agencies,  the  Department  of  Transportation,  and 
so  forth. 

Mr.  Downing.  Well,  are  you  being  held  up  pending  this  legis- 
lation? 

INIr.  Read.  We  are  working  right  now  trying  to  provide  the  data 
that  we  think  will  be  necessary  to  make  an  application,  but  this 
particular  time  I  think  you  can  say  we  are  being  held  up  because 
we  do  not  know  what  the  requirements  of  the  agency  will  ultimately 
be, 

JNIr.  Downing.  You  are  somewhat  in  the  same  position  as  the 
deepsea  mining  people  are,  awaiting  the  decision  of  the  United 
Nations. 

]Mr.  Arnold.  I  might  comment  about  being  held  up.  There  are  a 
lot  of  activities  going  on  in  the  logistics  of  the  country. 

I  mentioned  the  new  inland  pipeline  systems  that  are  going  to  be 
built. 

Decisions  on  expansion  of  existing  refineries  and  the  logistics  of 
the  industry  is  closely  related  to  the  decisions  on  these  new  offshore 
terminals. 

Where  they  are  going  to  be  located,  and  if  they  are  going  to  be 
located,  will  affect  these  decisions,  so  it  is  important  that  we  move 
forward  in  a  timely  fashion  so  we  do  not  get  delayed. 

Mr.  Read.  We  are  all  making  plans  in  anticipation  of  some  legis- 
lation that  will  enable  us  to  proceed  with  our  projects. 

Mr.  Downing.  Back  to  you,  Mr.  Read. 

You  mention  in  your  statement  that  at  the  present  the  cost  of 
bringing  oil  in  on  the  conventional  ship  is  $13  a  ton.  With  the  super- 
tanker it  will  reduce  that  to  $5  a  ton,  approximately. 

Eventually,  will  that  saving  be  passed  on  to  the  consuming  pub- 
lic? 

INIr.  Read.  This  is  a  cost  of  transportation,  and  the  cost  of  trans- 
portation goes  into  the  pricing  of  the  product,  and  if  the  cost  is 
reduced,  then  pricing  quite  possibly  could  be  reduced,  but  it  does 
not  necessarily  follow. 

We  would  say  that  the  potential  cost  increases  would  not  neces- 
sarily need  be  passed  on. 
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Mr.  Arnold.  There  is  no  question  that  the  ultimate  cost  to  the 
consumer  will  be  lower  with  deepwater  terminals  and  lower  trans- 
portation than  with  the  alternative. 

Mr.  Eead  was  concerned  as  to  whether  the  level,  today's  level, 
we  would  be  able  to  maintain  or  lower,  or  whether  it  would  produce 
a  higher  energy  cost  that  we  are  all  faced  with  today,  but  there  is 
no  question  that  the  reduction  of  transportation  costs  will  result 
in  a  lower  cost  of  energy  to  industry  and  consumers. 

INIr.  Downing.  My  5  minutes  are  up  but,  Madam  Chairman,  just 
one  further  questions. 

"What  provisions  are  there  in  your  plans  for  the  utilization  of 
offshore  terminals  by  companies  who  are  not  shareholders  of  the 
project? 

]\Ir.  Read.  Both  of  our  projects  will  be  common  carriers,  and  we 
will  publish  tariffs  which  will  outline  the  needs  for  the  shipper,  and 
these  will  be  equal  for  all  shippers,  whether  they  are  shareholder  or 
not  a  shareholder  shipper. 

We  will  accept  the  shipments  from  any  person  who  can  meet  the 
requirements  of  the  tariffs. 

Mr.  Downing.  Thank  you. 

The  Chairman.  Mr.  Lott? 

Mr.  LoTT.  Thank  you,  Madam  Chairman. 

I  think  I,  too,  would  like  to  join  in  commending  both  of  you  gen- 
tlemen for  your  very  fine  statements.  I  think  you  have  made  two 
points  very  clear  this  morning,  one  that  Mr.  Downing  was  just  ask- 
ing you  about,  and  you  responded  to  that,  that  it  was  a  definite 
need  for  some  action  to  be  taken  legislatively  so  you  gentlemen  will 
know  which  direction  to  take  from  here  on  in. 

Let  me  say  here  that  the  statements  that  you  presented  today  are 
by  far  the  best  I  have  heard  since  these  hearings  started. 

You  have  a  lot  of  valuable  information  that  I  have  been  wonder- 
ing about,  and  I  think  it  proves  once  again  the  value  of  having 
private  business  involved  in  any  venture  of  this  nature  as  opposed 
to  public  efforts. 

I  have  just  two  or  three  questions.  One  of  them  is  why  are  we  so 
late  in  this  country  in  moving  into  this  SPM  configuration,  or  to 
the  superports? 

In  lookmg  at  your  charts  around  the  world  there  are  so  many  of 
them,  and  here  we  are  now  charging  into  the  breech  late. 

Other  than  the  fact  that  we  have  had  enough  domestic  oil  supply, 
what  is  your  response  to  that? 

]\Ir.  Arnold.  Your  last  statement  answered  the  question.  Japan 
and  Europe  have  been  in  this  position  where  they  have  had  to 
import  large  volumes  of  oil  for  many  years,  so  the  facilities  in  the 
Middle  East  and  Africa  have  had  to  load  large  volumes  of  oil. 

We  have  not  been  in  the  position  in  this  country  with  our  domes- 
tic production  of  having  to  import  large  volumes  of  oil,  so  we  have 
really  not  been  an  importer  of  crude  oil  though  our  history.  We 
have  been  somewhat  of  an  exporter. 

Now,  the  worm  has  turned,  and  we  will  be  in  the  same  position  of 
Japan  and  Europe  in  importing  large  volumes  of  oil,  and  we  will 


404 

have  to  have  the  facilities  to  handle  it  in  an  economic  and  environ- 
mentally safe  way. 

Mr.  LoTT.  I  was  wonderino-  when  you  were  talkino;  about  SPM 
beino;  the  best  system,  the  safest,  and  so  forth,  what  about  damages 
that  are  caused  by  hurricanes? 

You  know,  we  have  some  pretty  bad  ones  down  in  the  Gulf  of 
INIexico. 

"Would  your  SPM  configuration  be  able  to  withstand  winds  of 
up  to  150  miles  an  hour? 

Mr.  Read.  We  Avill  take  that  into  consideration  in  designing  the 
facility,  so  that  it  will  withstand  hurricane  forces. 

The  SPM,  because  of  its  design,  is  inherently  more  resistant  to 
destruction  by  the  hurricane  forces. 

Mr.  Arxold.  These  are  sturdy  and  safe  installations.  The  Ad- 
miral from  the  Coast  Guard  commented  on  his  experiences  yester- 
day in  the  various  parts  of  the  world,  and  his  answer  was  in  the 
affirmative. 

These  will  be  designed,  Mr.  Lott,  to  withstand  hurricane  type 
forces. 

Mr.  Read.  A  facility  owned  by  one  of  our  shareholders  installed 
in  Okinawa  has  gone  through  several  typhoons  with  no  damage  at 
all,  and  this  is  similar  to  what  we  expect  in  the  gulf  area. 

INIr.  Lott.  Other  than  not  knowing  exactly  to  whom  you  need 
apply,  and  getting  the  permit,  which  I  think  is  obviously  the  major 
problem,  what  would  you  rate  as  your  other  major  problem  or  prob- 
lems, maybe  with  regard  to  pipeline,  pipeline  safety,  any  other 
particular  point  you  are  trying  to  make  here  this  morning? 

Mr.  Arnold.  I  feel  that  a  legislative  program  that  would  allow 
these  proposals  to  come  forward  for  consideration,  and  a  timely 
decision  to  be  made  on  them,  that  is  the  key  to  the  matter. 

Mr.  Read.  As  we  both  pointed  out,  we  are  about  half  way  through 
the  actual  design  phase,  or  maybe  more  than  that  through  the  de- 
sign phase  of  the  project,  and  we  have  not  come  across  any  special 
problems  that  were  not  anticipated,  and  we  feel  very  confident  that 
we  can  go  forward  with  the  design  as  contemplated,  and  it  will  be 
very  successful  in  its  operation. 

Mr.  Lott.  INIr.  Read,  what  is  the  distance  out  to  your  SPM? 

Mr.  Read.  Our  proposed  facility  would  be  approximately  21 
miles  offshore,  and  110  to  120  feet  of  water. 

Mr.  Lott.  Being  from  INIississippi,  I  was  particularly  interested 
in  your  comments  about  the  area  that  would  be  served,  or  the  area 
you  would  draw  from. 

I  guess  that  could  be  expanded  almost  without  any  limits,  but  it 
would  be  desirous  to  draw  from  refineries,  the  ones  we  have,  and 
the  ones  planned  in  ISIississippi,  is  that  not  right? 

Mr.  Read.  The  existing  large  refinery  in  5lississippi  would  be 
connected  to  our  facility  through  an  existing  pipeline  system  that 
originates  right  at  that  point  near  our  proposed  tank  farm. 

Mr.  Lott.  Once  again,  I  would  like  to  commend  you  for  a  very 
fine  statement.  You  have  shown  a  great  deal  of  leadership  and  we 
appreciate  your  time  in  coming  here. 

That  is  all  I  have,  Madam  Chairman. 
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The  Chairman.  Mr.  Stiibblefield  ? 

Mr.  Stubblefield.  No  questions. 

The  Chairman.  INIr.  Jones? 

Mr.  Jones.  Thank  you,  Madam  Chairman. 

I  would  like  to  commend  you  gentlemen  for  a  very  fine  statement. 

I  am  very  sympathetic  with  your  problem.  When  the  gentleman 
from  Virginia  asked  what  agencies  you  might  have  to  clear  with  in 
order  to  construct  your  offshore  facility  I  am  sure  you  cannot  an- 
swer that,  because  there  are  farmers  in  my  district  who  cannot  dig 
a  ditch  on  their  own  property  without  clearing  through  three  Fed- 
eral agencies  and  one  State  agency. 

I  hope  you  are  not  dreaming  an  impossible  dream  when  you  say 
the  licensing  procedure  should  be  as  simple  as  possible  and  result 
in  an  expeditious  decision. 

In  any  event,  in  all  seriousness,  I  am  very  sympathetic,  and  can 
assure  you  of  my  extreme  interest  in  assisting  the  other  members 
of  this  committee  and  Congress  in  going  forward  with  legislation 
to  give  you  some  assurance  of  what  you  can  and  cannot  do  in  order 
that  you  might  provide  the  relief  that  this  nation  needs,  and  our 
industry  demands,  which  is  so  apparent. 

Thank  you.  Madam  Chairman. 

The  Chairman.  Mr.  Treen? 

Mr.  Treen.  Thank  you,  Madam  Chairman. 

I  want  to  add  my  commendation  to  ISIr.  Read  whom  I  have  known 
for  some  time,  and  you,  ]Mr.  Arnold,  for  your  presentations.  I 
think  you  have  given  us  more  data  than  we  have  had  to  date. 

Let  me  ask  you,  Mr.  Read,  if  you  had  a  permit  on  January  1, 
1974,  assuming  that  for  the  purposes  of  this  question,  how  long 
would  it  take  to  have  the  LOOP  facility  in  operation? 

Mr.  Read.  We  anticipate  that  it  would  take  between  18  months 
and  2  years  to  become  operational. 

The  lead  time  required  to  get  the  equipment,  the  terminals,  the 
pipe,  and  so  forth,  the  long  delivery  items  is  approximately  18 
months,  from  12  to  18  months,  and  we  would  be  placing  orders  ini- 
mediately,  and  starting  site  preparation,  and  it  would  be  approxi- 
mately 18  months  to  2  years. 

ISIr.  Treen.  Is  it  not  true  that  you  have  gone  ahead  with  a  con- 
siderable investment  already  in  the  anticipation  that  you  will  gain 
a  permit  for  the  LOOP  facility  off  the  coast  of  Louisiana  ? 

Mr.  Read.  Yes,  sir,  our  budget  is  about  $3.5  million  for  the  en- 
vironmental assessment,  the  engineering  design  and  preparation 
for  the  permit  application. 

Mr.  Treen.  You  have  already  invested  $3.5  million? 

Mr.  Read.  No,  that  is  our  budget  through  the  permit  and  design 
phase.  We  will  have  spent  that  much  money  by  the  first  of  1974 
in  the  design  and  environmental  assessment  program  for  both  the 
offshore  port  and  the  pipeline  project. 

Mr.  Treen.  As  I  understand  the  figures,  assuming  that  you  bring 
in  4  million  barrels  a  day  through  the  Louisiana  facility,  and  3  mil- 
lion barrels  a  day  through  the  Texas  facility,  that  7  million  barrels 
a  day  will  be  almost  half  of  the  total  crude  import  needs  by  the 
year  1985,  is  that  correct? 
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;Mr.  Read.  Yes. 

Mr.  Treex.  A^Hiich  you  estimated  at  15  million  barrels  per  day. 

]\Ir.  Read.  Yes,  sir. 

Mv.  Treex.  So  these  two  facilities  alone  would  provide  for  about 
half  of  that  needed  import. 

Mr.  Read.  Yes.  I  think  :Mr.  Arnold  said  their  facility  in  1985 
was  estimated  to  handle  4  million  barrels  a  day. 

Mr.  Treex.  It  is  31^  million,  and  that  would  give  you  71^  mil- 
lion, or  one-half  of  the  total  crude  import  requirements  for  1985. 

Mr.  Arxold.  Yes,  more  than  half  of  the  refining  capacity  in  the 
country  will  be  supplied  by  these  facilities,  the  existing  refinery 
capacity. 

Mr.  Treex.  Mr.  Read,  you  estimate  that  through  the  LOOP 
facilities  about  half  of  that  crude  would  go  up  to  mid-continent 
refineries,  is  that  correct? 

Mr.  Read.  Yes. 

Mr.  Treex.  The  existing  pipeline,  does  it  have  the  capacity  to 
move  that  much  crude,  or  will  another  line  have  to  be  put  down? 

Mr.  Read.  Sir,  the  Capline  ultimate  capacity  as  it  stands  today 
is  about  1,200,000  barrels  per  day,  so  that  facility  would  have  to  be 
expanded. 

Mr.  Treex.  Would  you  anticipate  it  would  simply  be  another 
pipeline  utilizing  the  same  right-of-way,  at  least  for  the  major 
trunkline  ? 

Mr.  Read.  That  is  being  considered  by  the  Capline  owners. 

Mr.  Treex.  Just  one  final  question. 

Can  you  supply  us  with  any  estimate  as  to  what  the  compara- 
tive cost  of  refined  product  would  be  if  we  did  not  permit  these 
facilities,  and  instead  facilities  were  built  in  the  Caribbean  so 
that  the  crude  was  brought  into  Caribbean  ports  and  refined  there, 
and  then  transshiped  to  the  United  States? 

Do  you  have  any  idea  what  the  increased  cost  of  any  finished 
product  would  be?  As  a  guide,  let  us  say,  a  gallon  of  gasoline  for 
an  automobile? 

Would  you  care  to  make  a  ballpark  guess? 

Mr.  Read.  You  want  to  make  a  guess,  Jim  ? 

INIr.  Arxold.  I  think  there  are  two  aspects.  You  would  have  to 
assess  the  environmental  cost  of  the  small  tankers  and  the  oil  spills, 
and  you  would  have  to  assess  the  added  cost  of  delivering  the 
product. 

Mr.  Treex.  I  am  talking  about  the  actual  cost  to  the  consumer 
when  he  pulls  into  the  service  station. 

INIr.  Arxold.  We  will  be  glad  to  study  that  for  you.  I  think  we 
could  probably  give  you  a  more  accurate  picture  by  a  submission 
for  the  record,  if  you  would  like  it. 

Mv.  Treex.  Do  you  think  it  would  be  a  substantial  increase  in 
cost? 

Mr.  Read.  We  have  guessed  that  the  additional  cost  to  transship 
through  a  Bahamas  port  is  somewhere  between  10  and  15  cents  per 
barrel,  and  it  could  be  possibly  more  than  that,  depending  upon 
what  the  additional  charges  that  were  assessed  from  those  trans- 
shipment points. 
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Mr.  Arxold.  I  think  10,  15,  20  cents  is  in  the  ballpark,  and  you 
multiply  that  by  a  lot  of  barrels  to  get  a  lot  of  dollars. 

Mr.  Treen.  Thank  you  very  much. 

Thank  you.  Madam  Chairman. 

Mr.  Downing  [presiding].  ]\Ir.  Ginn? 

Mr.  Gixx.  Thank  you,  ISlr.  Chairman. 

Since  I  have  the  entire  Georgia  coast  in  my  district,  I  want  to 
commend  you  gentlemen  for  your  statements.  I  think  you  are  two 
of  the  finest  witnesses  I  have  heard  since  I  have  been  in  Congress. 

Let  me  ask  you  this.  Since  most  of  our  domestic  supply  of  oil  is 
in  the  area  of  your  proposed  projects,  would  it  not  also  be  wise  for 
us  to  give  a  lot  of  consideration  to  locating  some  refineries,  more 
refineries  in  the  southeast  with  some  deepwater  facilities  to  accom- 
modate the  growing  southeast? 

Is  much  thought  being  given  to  that? 

In  other  words,  what  I  am  trying  to  say  is,  in  Georgia  we  want 
to  get  into  the  act. 

INIr.  Arnold.  I  have  seen  some  proposals  in  your  State,  and  I 
think  it  would  encourage  you  to  be  active. 

I  think  that  we,  as  the  country  grows,  and  energy  demand  in- 
creases, that  we  not  only  need  to  expand  our  existing  refineries,  but 
we  need  to  look  for  new  grassroot  refinery  locations. 

Mr.  Ginn.  How  far  inland  can  a  refinery  be  and  still  be  eco- 
nomically feasible  in  its  operation? 

]Mr.  Arnold.  The  logistics  would  depend  if  you  were  inland  con- 
nected with  a  large  diameter  pipeline  system  like  a  Capline  which 
supplies  refineries  in  Illinois,  Ohio,  perhaps  INIichigan,  or  if  you 
were  where  you  had  the  economy  of  scale. 

Now,  if  you  were  in  a  situation  where  you  had  to  move  inland 
through  a  small  pipeline  Avhere  you  were  wanting  to  build  a  single 
refinery  for  a  single  user  you  might  not  be  able  to  get  in,  inland 
as  economically  as  otherwise. 

INIr.  Ginn.  The  reason  I  ask  that  question  is,  of  course,  along  the 
South  Atlantic  coast  we  are  becoming  more  and  more  concerned 
about  the  protection  of  the  resort  areas  and  the  islands  we  have. 
This  is  a  matter  of  concern  to  us,  but  I  still  raise  the  question.  I 
do  not  want  to  give  the  impression  that  I  do  not  strongly  support 
these  two  projects,  because  I  do  support  them. 

I  am  the  cosponsor  of  the  legislation,  and  will  do  all  I  can  to  help 
get  it  through,  but  if  the  refineries  in  Texas,  Louisiana,  and  Mis- 
sissippi are  already  taxed  to  their  capacity  with  domestic  oil,  and 
there  is  a  growing  need  in  the  southeast  for  the  finished  product, 
would  it  not  be  wise  for  us  to  get  into  the  refinery  business  in  the 
southeast,  and  move  more  of  the  imported  oil  in  to  be  refined  on 
the  spot,  so  to  speak? 

Mr.  Arnold.  Let  me  say  it  this  way.  The  existing  refineries,  as 
they  sit  right  now,  need  imported  oil. 

Mr.  Ginn.  In  other  words,  you  are  not  operating  at  capacity? 

Mr.  Arnold.  We  are  already  importing  6  million  barrels  per 
day  of  petroleum.  We  are  faced  with  a  somewhat  declining  level 
of  domestic  production. 
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Let  us  take  the  existing  refineries  that  we  have.  We  need  to  have 
imported  oil  in  order  to  maintain  our  existing  refinery  runs  at  their 
existing  capacities. 

Now,  beyond  that  we  are  going  to  have  to  import  additional 
levels  of  petroleum  up  to  15  million  barrels  per  day.  It  will  be  for 
those  additional  imports,  the  expansion  of  existing  refineries,  as 
well  as  new  refineries,  and  Georgia  could  be  considered  to  take  a 
part  of  that. 

INIr.  Read.  Another  point  we  might  bring  out  is  the  timing  factor. 
It  usually  is  quicker  to  debottleneck  or  maybe  make  expansions  to 
existing  refineries  to  get  the  additional  refining  capacity,  rather 
than  starting  from  scratch  and  building  a  grassroots  refinery.  That 
takes  a  considerable  amount  of  time,  and  takes  an  investment  in  the 
distribution  system  out  of  the  refining  area  to  the  customers. 

If  you  are  tied  into  existing  pipelines  there  are  some  advantages 
inherent  in  existing  large  diameter  pipelines. 

Mr.  Gixx.  I  understand  that. 

Thank  you  so  very  much. 

Thank  you,  ]Mr.  Chairman. 

Mr.  Downing.  Mr.  Steele? 

IMr.  Steele.  Thank  you,  Mr.  Chairman. 

Gentlemen,  despite  the  reduction  in  the  number  of  vessels  actu- 
ally carrying  oil,  you  are  going  to  have  a  corresponding  increase  of 
certain  small  service  vessels,  and  I  assume  many  other  different 
kinds  of  vessels  in  the  area. 

I  am  wondering  to  what  extent  you  have  consulted  with  the  Coast 
Guard  about  marine  traffic  control  in  the  area,  what  provisions  you 
have  made  for  it,  whether  an  existing  system  is  going  to  be  put  in, 
or  if  there  is  a  new  system  you  are  contemplating,  and  in  general, 
the  extent  of  the  consultations,  or  the  extent  of  the  conversations 
with  the  Coast  Guard  on  this  whole  subject. 

Mr.  Read.  We  have  met  locally  with  the  Coast  Guard  representa- 
tives in  New  Orleans,  with  our  proposed  fairways  and  anchorage 
area,  and  the  recommendations  for  buoys  and  navigational  aids  for 
our  proposed  facility,  and  they  have  been  very  cooperative  and 
helpful. 

Mr.  Steele.  How  about  the  actual  system  that  may  be  adopted? 

Have  you  reached  that  point,  or  are  you  actually  in  the  discus- 
sion stage? 

Mr.  Read.  At  this  point  we  are  in  the  discussion  stage  as  to  the 
location  of  the  proposed  fairway  and  the  anchorage  area.  They 
had  some  recommendations  that  we  are  going  back  and  are  review- 
ing, and  they  have  tentatively  agreed  with  our  proposal  for  mark- 
ing the  fairway. 

Mr.  Steele.  You  do  not  see  any  problem  in  this  respect? 

Mr.  Read.  No,  we  expect  cooperation  with  the  Coast  Guard. 

Mr.  Arnold.  We  are  in  a  very  uncongested  area  in  the  case  of 
Seadock,  and  we  see  no  problem  in  this  area. 

Mr.  Steele.  Since  we  really  have  not  gotten  into  this  subject  in 
great  detail,  I  am  wondering  too  what  your  legal  rights  and  lia- 
bilities are  operating  outside  the  territorial  waters  of  the  United 
States? 
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For  example,  let  us  take  a  Liberian  freifrhter  that  has  run  into 
someone  else,  or  run  into  your  equipment.  Could  you  seize  this  ship? 
Could  you  call  the  Coast  Guard?  Has  this  all  been  worked  out? 

This  is  a  fascinating  area  to  give  thought  to.  You  are  just  3  years 
away  from  going  into  operation,  according  to  your  timetable. 

Mr.  Arnold.  First  of  all,  let  me  say  there  are  a  couple  of  volun- 
tary agreements  that  are  presently  active  that  will,  in  part,  cover 
your  concern. 

One  is  Tovalop,  and  the  other  is  Crista!. 

Tovalop  is  agreement  between  tanker  owners,  and  Cristal  is  an 
agreement  between  cargo  owners  and  a  combination  of  these  two 
provide  $30  million  in  the  case  of  collision  damages  as  the  result 
of  the  type  of  accidents  you  describe,  and  the  agreements  are  de- 
veloped so  that  they  are  active. 

You  go  out  there  and  do  the  job  first  before  you  determine  who  is 
liable,  and  these  type  of  agreements  act  to  operate  in  that  manner. 

Now,  in  addition  to  that  we  have  an  existing  act  which  places 
liability  on  both  tanker  owners  and  terminal  operators  up  to  either 
$10  million  or  $14  million.  I  will  have  to  check  and  see  which  figure 
is  accurate.  It  is  based  on  the  gross  tonnage  of  the  ship. 

That  would  place  a  liability  on  the  tanker  or  terminal  operator, 
but  Tovalop  and  Cristal  go  much  further  than  that  on  dollar  cov- 
erage. 

]\Ir.  Steele.  Following  up  on  some  of  the  questions  here,  are  you 
absolutely  persuaded  that  the  U.S.  deepwater  ports  can  be  competi- 
tive versus  a  reasonably  nearby  foreign  deepwater  port  in  view  of 
rate  structures  and  simply  the  cost  of  the  U.S.  operation  versus  the 
foreign  operation,  or  is  this  a  problem  you  can  possibly  foresee  de- 
veloping 5  or  6  years  down  the  pike? 

INIr.  Arnold.  We  can  be  competitive.  The  cost  of  moving  the 
small  ships,  even  1,000  miles  to  the  location  in  the  Caribbean  is  going 
up  and  up  because  you  have  a  30-man  crew  on  the  T-2,  and  you 
have  a  30-man  crew  on  a  large  VLCC,  so  that  I  feel  that  the  refin- 
ery capacity  expansion  will  be  provided  in  the  United  States,  pro- 
vided we  have  these  types  of  facilities  and  the  other  provisions  of 
the  energy  requirement,  the  administration's  energy  statement,  and 
the  Congress'  energy  program. 

Mr.  Steele.  I  think  that  it  is  important  that  we  all  appreciate 
exactly  what  we  are  getting  into,  and  for  that  purpose,  would  you 
be  prepared  to  provide  for  the  record  a  breakdown  of  the  competi- 
tive costs  in  view  of  the  prevailing  rate  structures,  et  cetera,  so  that 
we  can  get  a  look  at  exactly  what  the  difference  will  be? 

Mr.  Arnold.  I  think  we  can  take  a  typical  refinery  in  the  Carib- 
bean and  compare  it  to  a  typical  refinery  in  the  United  States  with 
or  without  these  types  of  facilities  and  give  you  the  picture  that  I 
think  you  need. 

]\Ir.  Steele.  I  think  that  would  be  helpful,  and  I  would  like  to 
ask  that  that  be  made  available  and  placed  into  the  record,  Mr. 
Chairman. 

Mr.  Downing.  Will  the  witness  present  that  information  to  the 
committee  ? 
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Mr.  Arnold.  Yes. 

ISIr.  DowNixG.  Without  objection  it  will  be  made  a  part  of  the 
record. 

(The  information  referred  to  follows:) 

U.S.  Refineries  Versus  Caribbean  Refineries 

U.S.  refineries  can  be  competitive  witli  Caribbean  refineries  based  on  the 
security  fees  established  by  the  President's  energy  policy  pronouncement  of 
April  18,  1973  and  provided  U.S.  deepwater  terminals  are  permitted  to 
provide  economical  transportation  of  imported  crude  oil.  To  illustrate  the 
relative  cost  of  refining  foreign  offshore  crude  oil  domestically  compared  to 
offshore  locations  in  the  Caribbean,  we  have  utilized  recent  information 
development  by  the  National  Petroleum  Council  in  their  study.  The  crude  oil 
price  in  the  Persian  Gulf,  refinery  operating  cost,  income  taxes  and  return  on 
refinery  investment  for  both  domestic  and  Caribbean  refineries  are  the  same 
as  utilized  in  the  NPC  study.  To  these  figures,  we  have  added  the  crude  oil 
and  product  transportation  costs  as  well  as  applicable  security  fees  for 
product  and  crude  oil  imports.  The  marine  transportation  costs  are  based  on 
the  newbuilding  cost  for  1976  delivery.  The  refinery  costs  in  the  NPC  study 
are  based  on  the  average  costs  anticipated  for  a  new  200,000  BPD  refinery  to 
1985.  Refinery  locations  on  the  East  Coast.  Gulf  Coast  and  Caribbean  are 
compared  based  on  product  movements  to  both  the  Gulf  Coast  and  East  Coast. 
A  breakdown  of  the  relative  costs  to  deliver  finished  products  to  the  East  and 
Gulf  Coasts  from  both  new  domestic  and  Caribbean  refineries  is  shown  below : 

(Figures  in  dollars  per  barrel) 

Refinery  location East  Coast  Gulf  Coast  Caribbean 

Product  destination East  Coast  East  coast  Gulf  coast  East  coast  Gulf  coast 

Crude  oil  price  in  P.  G.-- $2.50  $2.50  $2.50         $2.50           $2.50 

Processing  loss _ .15  .13  .13             .19                19 

Refinery  operating  cost_ .48  .45  .45             .38              .38 

Interest  on  working  capital- .08  .08  .08            .10              .10 

Income  taxes... .52  .45            .45 

10  percent  return  on  refinery  investment .90  .79  .79             .90              .90 

Subtotal 4.63  4.40           4.40  4.07  4.07 

Crude  oil  transportation  and  terminaling  cost 1.03  1.07           1.07  .91  .91 

Product  transportation  cost .32 .34  .35 

Security  fee— 1st  5  years .05  .05            .05  60  .60 

Total  product  cost.. 5.71  5.84  5.52  5.92  5.93 

Added  security  fee  beyond  5  years .16  .16  .16 

Total  product  cost 5.87  6.00  5.68  5.92  5.93 


The  foregoing  illustrates  that  new  U.S.  refineries  can  be  competitive  with 
Caribbean  refineries  even  if  the  foreign  refinery  obtains  a  tax  concession  from 
the  country  in  which  it  is  located.  A  combination  of  economical  crude  oil 
transportation  to  U.S.  deepwater  ports  in  VLCC's  and  the  security  fees 
established  on  crude  and  product  imports  contribute  to  make  the  U.S.  refineries 
competitive.  To  the  extent  that  existing  U.S.  refineries  can  be  expanded,  the 
advantage  of  U.S.  refinery  additions  will  increase  since  expansions  will 
generally  be  less  costly  than  the  costs  for  new  grass  root  refineries  refiected 
above. 

The  attached  article  provides  information  on  the  U.S.  refinery  expansions 
which  have  been  announced  since  the  April  18,  1973  energy  policy  announce- 
ment. 

It  should  be  noted  that  the  price  of  crude  oil  in  the  Persian  Gulf  has 
increased  considerably  since  the  NPC  figures  were  developed.  Although  this 
will  increase  the  total  product  cost,  it  will  not  affect  the  relative  comparisons 
between  refinery  locations. 


Mr.  Steele.  Thank  yon  very  much. 
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Mr.  Downing.  Mr,  Stiidds? 

]\Ir.  Studds.  Thank  you,  Mr.  Chairman. 

The  questions  that  I  have  really  follow  some  of  the  legal  ques- 
tions raised  by  Congressman  Steele,  and  I  think  in  all  fairness  I 
will  save  them  for  Justice  and  other  agencies. 

I  am  not  sure  the  voluntary  agreement  among  American  com- 
panies would  be  of  much  comfort  or  interest  to  a  Liberian  tanker, 
or  some  of  the  other  problems  that  might  arise  in  international 
waters. 

I  have  some  real  questions  in  mind  about  this  kind  of,  in  effect, 
interim  unilateral  action  by  the  United  States  on  the  high  seas 
pending  an  international  agreement,  but  as  I  say,  in  fairness,  I 
think  those  questions,  unless  you  want  to  deal  with  that,  should 
go  to  other  people. 

Mr.  Arnold.  I  think  matters  of  international  law  can  best  be 
handled  by  the  other  people,  although  I  will  comment  that  the 
agreements  that  I  mentioned  are  not  agreements  just  between  U.S. 
companies.  They  are  agreements  between  95  percent  of  the  tanker 
owners  in  the  world,  covered  under  Tovalop,  but  byond  that  I  think 
you  are  correct  in  directing  the  questions  to  Justice. 

JNIr.  Studds.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Downing.  Counsel  has  some  questions, 

Mr,  Heyward,  I  would  like  to  ask  in  connection  with  these  figures 
that  you  gave  INIrs.  Sullivan,  earlier  you  talked  about  6  million  bar- 
rels per  day  and  15  million  barrels  per  day  in  1985  of  oil  imports. 

Then  ]\Ir,  Treen  asked  about  the  volume  that  you  would  handle 
in  your  two  Gulf  projects  if  they  were  approved. 

Is  15  million  barrels  the  total  that  you  would  foresee  as  handled 
by  these  offshore  port  terminals,  that  is,  would  you  take  over  the  6 
million  barrels  now  being  imported,  or  are  you  talking  only  about 
handling  the  increase  which  amounts  to  9  million? 

Mr.  Arnold.  It  would  handle  some  of  both.  I  would  say  the  great 
majority  of  the  15  million  barrels  per  day  would  be  handled  by 
deepwater  terminals,  such  as  this,  if  we  have  a  program. 

There  would  be  smaller  volumes  of  oil  due  to  one  reason  or  an- 
other that  would  continue  to  be  hauled  in  some  of  the  smaller  ships, 
but  the  great  majority  of  the  oil,  both  a  portion  of  the  6  million 
barrels  per  day  and  especially  a  great  majority  of  the  9  million, 
making  a  great  majority  of  the  15  million  would  be  handled  through 
deepwater  terminals  such  as  this. 

INIr.  Heyward.  Some  of  our  present  imports  come  in  through 
pipeline  from  Canada,  do  they  not? 

Mr,  Arnold,  Yes,  about  1  million  barrels  per  day  of  oil  is  being 
imported  from  Canada, 

Mr,  Heyward.  Do  some  of  the  Midwestern  refineries  use  Cana- 
dian imports? 

Mr.  Arnold.  Yes,  they  do. 

Mr.  Heyward.  As  the  recent  decision  in  Canada  on  exportation 
of  oil,  is  that  going  to  have  any  adverse  impact  on  some  of  the  oil 
presently  coming  in? 
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Mr.  Arnold.  It  has  been  known  for  a  few  years  that  Canada  needs 
a  major  oil  field.  Canada  is  producinoj  pretty  much  for  her  own 
domestic  requirement  and  for  the  United  States. 

INIr.  Heyward.  The  point  I  am  getting  at  is,  it  is  not  unlikely 
that  some  of  the  present  pipeline  movement  from  Canada  might 
have  to  be  replaced  by  increased  imports  from  overseas. 

INIr.  Arxold.  Yes,  if  Canada's  oil  cannot  meet  the  refineries  she 
is  supplying. 

]\Ir.  Heyw^ard.  In  connection  with  your  consideration  of  alterna- 
tives, I  assume  you  took  a  look  at  problems  of  dredging  present 
ports. 

^^liat  type  of  dredging  costs  did  you  use  in  your  comparative 
analysis  ? 

Mr.  Eead.  Generally,  dredging  projects  are  State  or  Federal 
projects. 

INIr.  Heyward.  I  understand  that. 

JNIr.  Arnold.  Rather  than  industry  projects. 

Mr.  Heyward.  But  you  must  have  looked  at  the  comparative 
cost  of  expanding  the  present  harbor  as  contrasted  to  building  an 
offshore  port.  Or  did  you? 

Mr.  Read.  The  expansion  of  the  Mississippi  River  depth  I  think 
would  be  a  very  expensive  project,  because  they  had  a  difficult  time 
this  spring  in  even  maintaining  the  37  foot  depth  that  they  try  to 
maintain  at  the  mouth  of  the  river.  At  one  time  I  think  it  was  only 
32  feet,  and  I  think  it  would  be  a  very  difficult  proposition  to  try 
to  dredge  the  INIississippi. 

INIr.  Heyward.  INIaybe  Seadock  in  Galveston,  and  some  of  the 
other  projects  have  considered  this. 

Mr.  Arnold.  We  feel  the  cost  of  dredging  to  an  existing  port 
facility  to  take  the  place  of  an  offshore  terminal  would  probably 
be  prohibitive. 

The  environmental  considerations  of  a  dredging  project  where 
you  are  talking  about  going  40,  50,  60  miles  of  a  dredged  channel 
out  into  the  Gulf  would  be  tremendous.  Dredging  unit  costs  are 
difficult  to  quote  in  a  generalized  fashion,  because  are  you  talking 
about  sand?  INIostly  they  are  quoted  on  the  Rotterdam  basis  where 
you  are  talking  about  sand  and  silt. 

\\Tien  you  get  into  Caliche  and  some  other  materials  that  will 
have  to  be  moved,  and  how  far  you  are  going  to  move  those  ma- 
terials from  an  environmental  standpoint,  and  how  wide  a  channel 
you  are  dredging,  we  feel  that  all  of  those  costs  added  up  will 
approximate  somewhere  over  $1  a  yard,  and  we  understand  the 
Corps  was  looking  to  something  like  $1.25  a  cubic  yard. 

Mr.  Heyward.  I  am  not  trying  to  suggest  that  it  is  a  better  alter- 
native. I  was  merely  trying  to  get  a  handle  on  what  dredging  costs 
you  might  have  used  in  making  a  comparison. 

Mr.  Arnold.  If  we  do  not  have  to  pursue  it  very  far  to  come  up 
with  an  answer,  I  would  like  to  submit  additional  information. 

INIr.  Heyward.  I  would  like  to  know  whether  or  not  you  have  an 
average  figure  for  dredging  costs,  because  we  have  different  ones, 
depending  on  whom  we  talk  to. 
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[The  information  follows:] 

Dredging  Costs 

Consideration  was  given  to  the  cost  of  dredging  a  long  narrow  cliannel  in 
the  Freeport  area  as  an  alternate  to  an  SPM  system.  The  dredged  facility 
would  also  require  a  turning  basin,  jetty  and  fixed  pier  berths  in  order  to 
unload  VLCC's.  For  cost  comparison  purposes,  an  estimate  was  made  for  a 
26  nautical  mile  long,  100"  deep  and  1000"  wide  channel.  However,  aside  from 
the  potential  adverse  environmental  impact  of  construction,  such  a  long 
narrow  channel  poses  severe  maneuvering,  safety  and  pollution  hazards  and 
is  not  considered  equal  in  safety,  shiphandling  or  pollution  control  to  the 
SPM  system  selected  for  Seadock.  Currents  and  wind  can  easily  ground  a 
ship  in  a  long  narrow  channel  if  it  stops  or  loses  way  for  any  reason.  The 
narrow  1000"  channel  would  be  limited  to  one-way  traflBc  with  VLCC's.  This 
would  reduce  the  flexiltility  and  increase  the  time,  congestion  and  cost  in 
unloading  VLCC's.  The  attached  comparison  between  the  Rotterdam  channel 
(361/^  N.M.)  and  a  narrow  26  N.M.  channel  at  Freeport  or  39  N.M.  channel  at 
Galveston  illustrates  the  relative  narrowness  of  a  1000'  channel.  Even  at 
Rotterdam,  there  is  some  concern  about  maneuvering  VLCC's  in  the  narrow 
(1300'  to  2000')   last  61/2  mile  section. 

The  cost  of  dredging  will  depend  upon  the  equipment  used,  whether  opera- 
ting in  the  open  sea  or  a  protected  harbor,  material  to  be  removed,  distance 
spoil  to  be  hauled,  etc.  Utilizing  conventional  TT.S.  dredging  quipment  and 
based  on  our  offshore  seismic  studies  and  other  data,  our  preliminary  estimates 
indicate  the  following  dredging  costs  for  a  Freeport  channel  broken  down  by 
the  type  of  material  to  be  removed : 

Percent  Per  cubic  yard 

Sandand  silt - .-                          37  $.70 

Sand  and  clay  mixture 38  1.25 

Clay .-.                          25  1.80 

Average $1. 18 


If  foreign  dredges  were  utilized,  it  is  estimated  that  the  above  costs  might  be 
reduced  to  the  following : 

Percent  Per  cubic  yard 

Sand  and  silt -.- -                          37  $.40 

Sand  and  clay  mixture _.     _ ..-                          38  .70 

Clay.... 25  1.00 

Average. .66 

Both  of  the  above  estimates  reflect  only  a  minimum  distance  haul  of  the 
spoil  and  environmental  considerations  could  greatly  increase  the  cost.  Often, 
dredging  costs  are  quoted  on  the  basis  of  Rotterdam  utilizing  foreign  equip- 
ment, moving  only  sand  and  silt,  with  ideal  spoil  disposal.  Such  costs  cannot 
be  applied  to  the  Gulf,  where  a  portion  of  the  material  is  clay  and  dispo.sal 
of  the  spoil  could  become  a  problem. 

Utilizing  the  above  unit  dredging  costs  and  including  the  cost  of  a  turning 
basin,  jetty  and  fixed  pier  berths  in  the  Freeport  area,  we  estimate  a  cost 
of  $600  to  $700  million  using  conventional  U.S.  dredging  equipment.  If  foreign 
dredges  were  utilized,  this  cost  might  be  reduced  to  about  $450  million.  As 
previously  mentioned,  environmental  considerations  could  greatly  increase  these 
costs.  These  costs  compare  to  the  $310  million  Seadock  marine  investment 
which  includes  the  SPM's,  connecting  pipelines,  platform,  pumping  equipment 
and  buried  pipelines  to  shore.  In  view  of  the  longer  distances,  a  dredged  chan- 
nel at  Galveston  would  cost  substantially  more  than  the  above  Freeport  esti- 
mates. 

A  relatively  high  maintenance  cost  to  maintain  the  dredged  channel  facility 
would  also  need  to  be  considered. 
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Mr.  Hetward.  In  connection  with  the  problems  of  international 
law,  I  assnme  that  it  would  not  be  feasible  within  your  view  to 
wait  until  an  international  agreement  generally  was  reached  on  the 
Law  of  the  Sea  Conference  before  something  was  done  on  the  per- 
mit. 

Mr.  Read.  No,  sir. 

Mr.  Heyward.  I  have  some  problem  with  how  you  are  going  to 
exercise  control  over  foreign  vessels  that  utilize  these  ports. 

Do  you  foresee  any  difficulty  in  reaching  bilateral  agreements 
with  the  countries  whose  vessels  might  be  using  these  facilities,  and 
how  many  of  these  would  you  think  would  be  involved? 

Mr.  Arnold.  Well,  I  would  not  visualize  a  bilateral  agreement. 
We  have  these  types  of  facilities  operating  throughout  the  world, 
and  I  mentioned  some  of  the  procedures. 

There  is  a  manual  which  I  would  be  glad  to  obtain  for  this  com- 
mittee, that  procedures  have  been  well  established  for  handling 
tankers  at  mono-buoys  and  other  types  of  installations,  and  we 
feel  like  these  procedures  are  in  common  enough  practice  whereby 
we  can  establish  a  safe  operating  procedure  at  our  installation,  and 
that  we  can  refuse  to  moor  a  tanker  who  is  not  in  conformance 
with  that  procedure. 

]Mr.  Heyward.  In  other  words,  you  would  simply  not  allow  them 
to  moor  if  they  did  not  agree  to  follow  your  procedures. 
Mr.  Arxold.  Yes. 

Now,  INIr.  Read  may  be  able  to  comment  on  that,  and  he  has  been 
aware  of  some  of  the  facilities  that  occurred  over  in  Europe. 

]Mr.  Read.  We  would  prefer  to  handle  this  in  an  analysis  that  we 
will  prepare  on  the  aspects  of  international  law. 

Mr.  Heyward.  We  have  talked  about  extending  our  domestic 
law  out  to  these  platforms. 

I  question  how  far  we  can  unilaterally  extend  our  laws  to  foreign 
vessels  on  the  high  seas.  If  a  casualty  occurred,  and  the  foreign 
vessel  is  willing  to  clean  up  its  mess,  assuming  that  it  creates  one, 
that  is  fine,  but  suppose  it  refuses? 

Mr.  Read.  I  think  it  is  a  very  difficult  question,  and  I  think  it  is 
something  that  we  would  prefer  to  handle  in  a  legal  analysis  that 
we  would  be  happy  to  make  for  the  committee. 

]Mr.  Heyward.  Perhaps  the  answer  is  to  restrict  the  use  of  these 
offshore  facilities  to  U.S.-flag  vessels,  and  not  permit  foreign-flag 
vessels  to  moor,  unless  the  flag  nation  agrees  that  its  vessels  are 
subject  to  the  control  of  the  United  States  while  it  is  at  that 
facility. 

]Mr.  Arnold.  I  think  the  key  is  to  emphasize  the  performance 
requirements  and  the  procedures  that  are  required,  and  once  having 
done  that,  then  on  an  international  basis  the  design  conditions  of 
the  tankers  can  better  be  handled  by  the  associations,  various  design 
associations  operating  throughout  the  world. 

Mr.  Heyward.  I  agree  with  that.  I  am  looking  to  the  problems 
that  occur  that  you  do  not  expect  to  occur  and  that  hopefully  will 
not  occur,  but  when  they  do  occur  we  should  have  an  answer  for 
them. 

Thank  you,  Mr.  Chairman. 
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Mr.  Downing.  Mr.  Rountree? 

Mr.  Rountree.  Let  me  address  my  questions  to  both  of  you. 

If  you  have  a  short  response,  fine,  if  not,  inchide  it  in  your  sub- 
mission for  the  record. 

First  of  all,  what  is  the  useful  length  of  life  of  a  deepwater  port 
once  it  is  built?  Is  it  a  standard  30-year  depreciation  level  for  in- 
vestment purposes,  or  what? 

Mr.  Read.  This  is  what  we  would  anticipate  using,  the  standard 
depreciation  rates  for  the  various  components  that  go  to  make  up 
the  installation. 

Mr.  Rountree.  I  would  appreciate  it  if  both  of  you  gentlemen 
perhaps  in  concert  with  each  other  can  submit  to  the  committee  an 
analysis  of  all  applicable  U.S.  tax  laws  and  their  implications  from 
the  standpoint  of  yourself  as  a  private  operator  operating  on  the 
high  seas  outside  of  U.S.  jurisdiction? 

Mr.  Downing.  Are  the  witnesses  able  to  supply  that  information? 

]Mr.  Rountree.  I  hope  you  already  have  it. 

Mr.  Read.  We  will  supply  it. 

Mr.  Downing.  It  will  be  made  part  of  the  record. 

[The  information  referred  to  follows :] 

Application  of  U.S.  Tax  Laws  to  Private  Deepwater  Terminals 

We  believe  that  deepwater  terminals  such  as  Seadock,  as  U.S.  corporations, 
will  be  subject  to  all  applicable  U.S.  tax  laws  and  their  income  from  operations 
outside  the  territorial  limits  of  the  U.S.  will  be  taxable  under  the  Internal 
Revenue  Code.  We  consider  that  Seadock  will  be  taxed  as  if  its  operations 
were  entirely  within  U.S.  territory  since  the  jurisdiction  of  the  U.S.  will  be 
extended  to  the  deepwater  terminal  facilities. 

corporate  structure 

Seadock  is  incorporated  in  the  State  of  Texas,  and  upon  capitalization  will 
be  fully  qualified  to  do  business  in  that  state. 

domestic  or  foreign  corporation 

It  is  anticipated  that  Seadock  will  be  a  domestic  corporation  subject  to  all 
applicable  laws  of  the  United  States  and  states  within  which  it  conducts 
operations. 

ADMINISTRATION   BILL,   SECTION   103(c) — ECONOMIC   CONSIDERATIONS 

The  language  of  Section  103(c)  of  the  Administration's  Bill  would  remove 
the  economic  effects  from  the  licensing  considerations.  We  strongly  believe 
the  development  of  petroleum  deepwater  terminal  facilities  will  have  a 
beneficial  effect  on  the  markets  which  they  serve.  It  seems  logical  that  the 
economic  considerations  involved  in  the  development  of  such  facilities  should 
rest  primarily  v^ith  private  industry  since  the  economic  risks  involved  in  such 
development  will  be  borne  by  private  industry.  Since  the  act  will  provide 
adequate  environmental  safeguards,  we  believe  that  private  industry  has 
expertise  and  ability  to  best  determine  the  number  and  economics  of  deepwater 
terminals  subject  to  each  facility  meeting  the  environmental  conditions 
established.  We  therefore  feel  that  the  language  of  Section  103(c)  is  a 
necessary  part  of  the  act. 

ICC  REGULATION 

We  believe  that  regulation  of  a  facility  such  as  Seadock  would  fall  under 
the  jurisdiction  of  the  Interstate  Commerce  Commission  under  Part  I  of  the 
Interstate  Commerce  Commission  Act  as  the  facility  as  a  whole  will  be 
essentially  a  "petroleum  pipeline  system  as  opposed  to  strictly  a  port  facility 
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where  cargoes  are  delivered  to  and  received  from  vessels  without  further 
delivery  or  carriage  by  the  operator  of  the  port,  such  as  the  pipeline  which 
will  be  an  integral  part  of  the  Seadock  unloading  and  transportation  system. 
About  two-thirds  of  the  Seadock  investment  will  consist  of  pipelines,  booster 
stations  and  tank  farm  facilities  already  regulated  by  the  ICC.  These  facilities, 
along  with  the  monobuoys  and  platform,  will  operate  as  a  single  transportation 
system.  The  Seadock  onshore  terminal  will  make  deliveries  to  other  pipeline 
transportation  systems  serving  refineries  on  the  Gulf  Coast  and  Alid-Continent 
area  which  are  regulated  by  the  ICC.  In  addition,  under  tlie  Outer  Continental 
Shelf  Lands  Act  (43  USCA  1331-1343)  the  ICC  already  regulates  offshore  oil 
pipelines  from  production  platforms. 

ANTITRUST  IMPLICATIONS 

The  participants  in  the  Seadock  project  are,  of  course,  cognizant  of  the 
antitrust  laws ;  and  compliance  therewith  is  a  matter  of  concern  to  Seadock 
in  the  like  manner  as  all  other  laws  which  might  be  applicable  to  the  project. 
We  believe  the  project  planned  by  Seadock  would  not  be  violative  of  antitrust 
law,  and  we  have  asked  for  no  immunity  from  antitrust  law.  The  Seadock 
facility,  as  we  envision  it,  will  operate  as  a  common  carrier,  available  on 
equal,  nondiscriminatory  terms  to  all  who  need  to  use  it,  with  tariffs  and 
operating  standards  subject  to  Federal  regulation.  In  addition,  participation 
in  Seadock  is  open ;  and  we  expect  other  companies  to  join.  AVe  are  also 
trying  to  anticipate  the  needs  of  those  companies  who  have  chosen  not  to 
participate  by  designing  extra  capacity  into  the  system  and  engineering  the 
means  for  future  expansion.  We  believe  that  precedent  supports  the  existence 
of  joint  venture  pipeline  systems  such  as  Seadock  where  such  a  system 
operates  as  a  common  carrier. 

EXTENSION   OF  U.S.   JURISDICTION  TO  FOREIGN   FLAG  VESSELS 

Legal  studies  we  have  conducted  indicate  that  the  Administration  Bill  is 
probably  supportable  under  International  Law  and  that  non-discriminatory 
conditions  (such  as  con.sent  to  jurisdiction)  can  be  imposed  on  access  to  the 
facilities  owned  by  the  U.S.  or  U.S.  Nationals  in  International  waters.  In  order 
to  better  establish  the  desire  that  foreign  flag  vessels  and  cargo  owners  using 
petroleum  deepwater  port  facilities  will  be  subject  to  U.S.  jurisdiction,  we 
have  suggested  the  following  language  be  included  in  the  act  per  our  recent 
Legal  Memorandum : 

"Foreign  flag  vessels  or  natural  or  juridicial  persons  who  are  not  nationals 
of  the  United  States  using  such  facilities  shall  be  deemed  to  consent  to  the 
jurisdiction  of  the  LTnited  States  for  the  purposes  of  this  act,  and  the  owner 
of  each  sucli  vessel,  and  the  owner  of  the  cargo  carried  therein,  before  using 
such  facilities,  shall  appoint  an  agent  for  service  of  process  in  the  judicial 
district  nearest  the  location  of  such  deepwater  port  facility." 

JNIr.  RouNTREE.  Then  perhaps  some  information  in  relation  to 
your  individual  corporate  structures. 

Do  you  qualify  under  U.S.  law  as  a  domestic  corporation?  If 
not,  can  you  qualify  as  a  foreifrn  corporation  which  perhaps  gets 
into  my  next  question,  and  that  is  on  page  5  of  the  administration's 
bill,  subsection  103.  section  (c)  which  says,  and  I  quote: 

The  Secretary  shall  not  limit  the  number  of  licenses  or  deny  any  licenses 
on  grounds  of  alleged  economic  effects  of  deepwater  port  facilities  on  the 
commodity  and  the  transportation  markets  served  by  them  or  other  port 
facilities. 

Now,  I  think  I  understand  the  rationale  for  this,  but  I  am  just 
wondering  from  the  standpoint  of  the  private  terminal  operators, 
do  you  feel  that  this  language  is  a  necessity  in  the  bill? 

Mr.  Read.  We  will  be  prepared  to  submit  to  the  committee  our 
analysis  of  the  administration's  bill. 
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[See  p.  420  for  the  response  supplied  to  the  above.] 

Mr.  Arnold.  You  found  out  that  neither  one  of  us  are  attorneys. 
We  have  done  a  lot  of  work  through  our  lefjal  committee  in  anal- 
yzino-  the  various  bills,  and  we  will  be  happy  to  furnish  you  that, 
if  you  wish. 

^Ir.  RoTTNTREE.  I  think  you  understand  the  concept  we  are  talk- 
ing about.  There  are  a  number  of  antitrust  implications  which  have 
really  not  been  brought  out  on  the  record,  and  I  would  appreciate 
it  if  you  would  pay  particular  attention  to  that. 

One  more  question,  and  that  will  be  it,  Mr.  Chairman. 

"Why  do  both  of  your  organizations  feel  that  you  would  qualify, 
or  must  operate  as  a  common  carrier  subject  to  tCC  regulations,  as 
opposed  to  a  more  traditional  port  concept,  subject  perhaps  to 
another  agency's  rate  structure,  the  Federal  Maritime  Commission, 
or  what  have  you? 

If  you  do  not  have  a  response  for  that,  please  supply  that  for  the 
record. 

I  have  some  more,  but  I  think  working  with  Pete  we  can  do  it  by 
letter. 

Mr.  Downing.  Will  you  gentlemen  supply  that? 

]Mr.  Arnold.  Yes. 

]Mr.  Downing.  Well,  gentlemen,  we  thank  you  very  much. 

The  committee  is  going  to  recess  at  this  time,  and  the  Honorable 
Wallace  H.  Johnson,  Assistant  Attorney  General,  Land  and  Na- 
tural Resources  Division,  U.S.  Department  of  Justice  will  be  our 
first  witness  tomorrow  morning,  along  with  others. 

The  committee  will  stand  adjourned,  to  meet  tomorrow  morning 
at  10  o'clock. 

[The  following  was  received  for  inclusion  at  this  point  in  the 
record :] 

Seadock, 
Houston,  Tex.,  July  26,  1973. 
Hon.  Leonor  K.  Sullivan, 

Chairman,  Merchant  Marine  and  Fisheries  Committee,  House  of  Representatives, 
Washington,  D.C. 

Dear  Mrs.  Sullivan  :  In  accordance  with  your  request  in  the  course  of 
my  .June  26  testimony  on  deepwater  tanker  terminals  on  behalf  of  Project 
SEADOCK,  I  am  enclosing  a  detailed  analysis  of  the  Administration  legisla- 
tion on  this  subject  prepared  by  the  SEADOCK  Legal  Committee.  Additional 
information  that  you  asked  me  to  file  will  be  ready  very  shortly. 
Sincerely  yours, 

James  B.  Arnold, 
Chairman,  Seadock  Puhlic  Affairs  Committee. 

July  19,  1973. 
Memorandum 

I.   NATURE  of  seadock  PROJECT 

The  Seadock  Project  has  been  organized  for  the  purpose  of  constructing 
and  operating  a  deepwater  facility  in  the  Texas  Gulf  Coast  Area  capable  of 
unloading  petroleum  imports  from  the  200.000  to  500,000  deadweight  ton  class 
of  Very  Large  Crude  Carriers  (VLCC).  Since  such  vessels  have  a  draft  of 
between  60-100  feet  and  the  Continental  Shelf  in  the  area  slopes  gently 
seaward,  it  is  necessary  to  locate  the  mooring  facility  25-30  miles  offshore 
and  unload  vessels  at  that  point  and  transport  the  petroleum  to  shore  by 
pipeline. 
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II.   NECESSITY  FOR  FEDERAL   LEGISLATION 

The  mooring  facilities,  the  pumping  platforms  and  several  miles  of  pipeline 
would  he  located  in  an  area  of  the  Outer  Continental  Shelf,  over  which  no 
State  of  the  Union  has  jurisdiction  and  over  which  the  Federal  Government 
has  not  extended  its  jurisdiction  to  structures  located  therein,  except  in  the 
case  of  the  Outer  Continental  Shelf  Lands  Act  (43  U.S.C.A.  133-1343).  Under 
tliat  Act  federal  jurisdiction  was  extended  only  for  matters  relating  to 
development  of  the  natural  resources  thereof,  and  the  Act  is  not  broad  enough 
to  extend  federal  jurisdiction  over  structures  and  operations  of  the  type 
contemplated  l)y   Seadock. 

Under  international  law,  the  United  States  Government  may  extend  its 
jurisdiction  beyond  its  territorial  seas  for  the  purpose  of  authorizing  and 
regulating  the  type  of  facilities  contemplated  by  Seadock.  Therefore,  since  the 
United  States  has  such  authority  but  has  not  exercised  the  same,  it  is  proposed 
that  the  United  States  Congress  enact  legislation  which  would  authorize  the 
construction  and  operation  of  such  facilities  in  the  Outer  Continental  Shelf. 
Without  such  legislation  Seadock  and  similar  projects  cannot  safely  proceed 
with  construction  and  operation  in  an  area  that  may  be  made  subject  to  such 
federal  jurisdiction. 

III.   GUIDELINES   FOR  PROPOSED  LEGISLATION 

The  following  proposals  are  made  in  a  general  manner,  and  are  proposals 
which  we  believe  should  be  incorporated  in  one  comprehensive  bill  without 
the  necessity  of  specifically  amending  any  other  act  or  law. 

A.  Single  Purpose  Act 

It  is  possible,  of  course,  that  legislation  authorizing  the  construction  and 
operation  of  deepwater  ports  for  the  purpose  of  handling  any  type  of  cargo 
would  be  satisfactory  for  Seadock  purposes.  However,  Seadock  is  interested 
in  such  facilities  for  the  single  purpose  of  unloading  petroleum  from  VLCC's 
in  the  Outer  Continental  Shelf  and  moving  such  petroleum  by  pipeline  from 
the  unloading  point  to  shore.  The  necessity  for  such  single  purpose  facilities 
has  been  well  established,  whereas  it  is  not  probable  that  deepwater  ports 
handling  other  commodities  will  prove  to  be  required  at  any  time  in  the 
near  future.  Therefore,  in  order  to  focus  on  the  immediate  necessity  for 
deepwater  facilities  which  will  handle  petroleum  only,  and  without  having 
to  consider  problems  that  may  be  involved  in  handling  other  types  of  cargoes, 
we  propose  that  Congress  consider  legislation  which  will  authorize  the 
construction  and  operation  of  facilities  in  the  Outer  Continental  Shelf  only 
for  the  purpose  of  unloading  petroleum  and  the  movement  of  such  petroleum 
from  the  unloading  point  to  shore. 

B.  Extension  of  Federal  Jurisdiction 

By  the  Outer  Continental  Shelf  Lands  Act  (OCSLA)  the  laws  and  juris- 
diction of  the  United  States  were  "extended  to  the  subsoil  and  seabed  of  the 
outer  Continental  Shelf  and  to  all  artificial  i.slands  and  fixed  structures  which 
may  be  erected  thereon  for  the  purpose  of  exploring  for,  developing,  removing, 
and  transporting  resources  therefrom,  to  the  same  extent  as  if  the  outer 
Continental  Shelf  were  an  area  of  exclusive  Federal  jurisdiction  located  within 
a  State,"  and  the  Unified  States  district  courts  were  given  original  juris- 
diction of  cases  and  controversies  arising  out  of  or  in  connection  with  such 
operations. 

This  manner  of  extending  federal  laws  and  jurisdiction  to  the  Outer 
Continental  Shelf  for  specific  purposes  is  time-honored,  and  is  one  that 
recommends  itself  for  extending  jurisdiction  over  deepwater  ports  located 
therein.  If  this  were  done,  all  federal  laws  would  automatically  be  extended 
to  the  deepwater  port  facilities  without  the  necessity  of  listing  the  applicable 
laws. 

C.  Licensing  of  Construction  and  Operation  of  Deepwater  Ports 

With  the  extension  of  all  federal  laws  and  jurisdiction  to  deepwater  ports 
in  the  Outer  Continental  Shelf,  there  will  be  a  variety  of  federal  agencies 
having  jurisdiction  over  activities  which  may  be  related  to  or  associated 
with   the   construction  and    operation   of   deepwater   port    facilities.    However, 
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no  federal  agency  has  the  authority  to  license  the  construction  and  operation 
of  the  facilities  themselves.  Therefore,  legislation  should  lodge  in  one  federal 
agency  the  responsibility  and  authority  for  licensing  such  facilities.  We  would 
favor  a  statutory  procedure  whereby  a  single  application  filed  with  a  single 
federal  agency  would  constitute  an  application  for  all  federal  authorizations 
required  for  construction  and  operation  of  deepwater  port  facilities,  with 
requirements  to  insure  that  all  other  affected  federal  agencies  will  be 
consulted  by  the  lead  agency  so  that  such  other  federal  agencies  will  pass 
upon  those  matters  within  their  jurisdictions  before  the  lead  agency  can 
issue  a  final  license.  In  this  connection  it  would  be  preferable  to  provide 
that  the  lead  agency  shall  prepare  a  single  detailed  environmental  impact 
statement  in  connection  with  each  license  and  that  such  single  statement 
would  fulfill  the  requirements  of  the  National  Environmental  Policy  Act  of 
1969. 

In  order  to  provide  for  an  orderly  consideration  of  an  application  we 
would  suggest  a  simple  detailed  procedure  be  incorporated  in  the  legislation 
whereunder  all  interested  parties  may  have  the  opportunity  to  comment  or 
be  heard  on  the  application  prior  to  the  time  that  the  lead  agency  grants 
or  denies  a  license,  with  further  provisions  for  immediate  judicial  review 
by  any  aggrieved  party. 

Since  the  number  of  locations  for  petroleum  deepwater  port  facilities  will 
probably  not  exceed  eight,  no  elaborate  rules  and  regultions  for  the  licensing 
process  should  be  required  and  the  lead  agency  can  protect  the  environment 
and  the  national  interest  by  being  aiithorized  to  establish  appropriate 
conditions  and  restrictions  in  each  license  that  may  be  issued  for  the 
construction  and   operation  of  each   individual   facility. 

D.  Jurisdiction  of  States 

The  federal  legislation  proposed  relates  only  to  the  construction  and 
operation  of  that  portion  of  petroleum  deepwater  port  facilities  located 
outside  the  jurisdiction  of  a  state.  Under  the  Submerged  Lands  Act  (-^3 
U.S.C.A.  1301-1315)  state  jurisdiction  over  coastal  lands  and  waters  is  re- 
cognized within  three  geographical  miles  from  the  coast  (three  marine 
leagues  or  approximately  IQi^  miles  off  the  coasts  of  Florida  and  Texas), 
except  the  "United  States  retains  all  its  navigational  servitude  and  rights  in 
and  powers  of  regulation  and  control  .  .  .  for  the  constitutional  purpose  of 
commerce,  navigation,  national  defense,  and  international  affairs"  which 
are  paramount  to  state  rights  therein. 

Although  it  could  be  argued  that  Congress  may  preempt  the  regulation 
and  control  petroleum  deepwater  port  facilities  located  within  the  States' 
lands  and  waters,  we  do  not  propose  that  Congress  do  so.  Rather  we  believe 
that  there  are  areas  within  the  police  power  of  the  states  that  should  not 
be  preempted  by  Congress  and  leave  the  states  free  to  exercise  their  police 
powers  absent  a  clear  conflict  with  federal  law  and   regulation. 

In  this  manner  there  should  be  harmonious  application  of  both  state 
and  federal  laws  and  regulations  since  each  jurisdiction  would  have  special 
interests  to  consider. 

IV.    ANALYSIS   OF   S.    1751    AND    H.R.    7501 
(ADMINISTRATION    BILL) 

A.  General 

The  legislation  proposed  by  the  Department  of  Interior,  which  has  been 
introduced  as  the  Deepwater  Port  Facilities  Act  of  1973  in  both  the  Senate 
(S.  1751  introduced  by  Senators  Jackson,  Randolph,  Cotton,  Fannin,  Johnson 
and  Baker)  and  the  House  of  Representatives  (H.R.  2501  introduced  by 
Representatives  Saylor,  Hailey,  Hosmer,  Camp,  Treen  and  Udall)  deals 
with  the  whole  problem  of  federal  authorization  of  deepwater  port  facilities 
and  for  that  reason  is  superior  in  form  and  content  to  any  of  the  other 
bills  which  have  been  introduced  at  the  federal  level. 

We  feel  that  the  Administration  Bill  is  a  fairly  comprehensive  treatment 
of  the  I'ederal  Government's  authority  over  offshore  terminals  and  generally, 
with  our  suggested  amendments,  meets  the  requirements  for  the  enabling 
legislation  which  we  believe  is  necessary  in  this  area. 
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B.  General  Summary  of  Administration  Bill 

The  Administration  Bill  establishes  authority  in  the  Secretary  of  Interior 
to  grant  licenses  for  the  construction  and  operation  of  offshore  port  facilities 
beyond  the  3-mile  limit  from  the  coastline  by  amendment  of  the  Outer 
Continental  Shelf  Lands  Act  and  enactment  of  additional  provisions  specify- 
ing the  Secretary's  authority  over  licensing.  The  amendment  of  the  OCSLA 
provides  the  Department  of  Interior  with  authority  to  grant  pipeline  rights 
of  way  over  Outer  Continental  Shelf  for  purposes  other  than  movement  of 
products  extracted  from  the  Outer  Continental  Shelf,  and  to  provide  for  the 
accommodation  of  offshore  terminals  with  exploration  and  production  on 
the   Outer  Continental   Shelf. 

The  Bill  provides  that  an  application  to  Interior  will  constitute  an 
application  to  all  federal  agencies  having  jurisdiction  over  the  offshore 
terminal  with  Interior  to  issue  licenses  only  with  concurrence  of  such 
agencies.  Specific  recognition  is  given  to  the  requirements  of  the  National 
Environmental  Policy  Act.  The  Bill  would  require  the  Secretary  of  Interior 
to  ensure  that  facilities  licensed  will  be  consistent  with  state  land  use 
programs,  while  not  giving  states  an  express  veto  power  over  proposed 
facilities.  The  applicant  for  a  license  will  be  required  to  reimburse  the  De- 
partment of  Interior  for  all  costs  occasioned  by  the  application,  licensing, 
construction  and  operation  of  the  facility.  A  series  of  open  forum  hearings 
may  be  held  at  the  discretion  of  the  Secretary  of  Interior  whenever  sub- 
stantial opposition  to  an  application  is  received,  with  a  separate  evidentiary 
hearing  on  issues  of  fact  raised  by  the  application  also  being  authorized. 

C.  Recommendations 

Following  are  our  recommendations  for  amendments  or  changes  in  the 
Administration  Bill  which  would  make  the  Administration  Bill  consistent 
with  the  Guidelines  for  Proposed  Legislation  mentioned  above  in  Section  III 
of  this  Memorandum. 

Recommendation  1 

In  order  to  accommodate  the  Bill  to  cover  deepwater  port  facilities  which 
will  handle  only  petroleum  (as  well  as  to  encompass  all  legislation  in  one 
bill  rather  than  amending  the  Outer  Continental  Shelf  Lands  Act  as  proposed 
in  the  Bill)  : 

1.  A.  The  title  of  the  Bill  should  be  changed  to  read  as  follows : 

"To  authorize  the  Secretary  of  Interior  to  grant  licenses  for  the  location, 
installation,   use   and   operation   of  petroleum   deepwater  port   facilities." 

1.  B.  The  term  "Deepwater  port  facility"  in  Section  102(b)  should  be 
changed  to  "Petroleum  depewater  port  facility"  and  the  definition  should 
be  changed  so  that  Section   102(b)    would   read  as  follows: 

"(b)  'Petroleum  deepwater  port  facility'  means  a  facility  constructed  in 
the  outer  Continental  Shelf  for  the  principal  purpose  of  providing  for  the 
transshipment  of  petroleum  between  vessels  and  the  United  States.  It  in- 
cludes all  associated  equipment  and  structures  in  the  outer  Continental  Shelf 
such  as  artificial  islands,  mooring  buoys,  pumping  platforms,  pipelines  and 
connections  thereto." 

(Among  other  things,  this  change  will  obviate  the  necessity  of  the  Secre- 
tary issuing  pipeline  rights  of  way.  Since  the  Secretary  is  empowered  to 
issue  a  license  for  such  a  facility  the  license  would  include  a  license  to 
locate,  construct,  operate  and  maintain  pipelines.) 

1.  C.  A  new  subdivision  (f)  should  be  added  to  Section  102  to  read  as 
follows : 

"(f)  The  term  'outer  Continental  Shelf  means  all  submerged  lands  lying 
seaward  and  outside  the  area  of  lands  beneath  navigable  waters  as  defined 
in  Section  1301  of  Title  ^3  of  the  United  States  Code,  and  of  which  the 
subsoil  and  seabed  appertain  to  the  United  States  and  are  subject  to  its 
jurisdiction  and  control." 

(This  is  the  same  definition  used  in  the  Outer  Continental  Shelf  Lands 
Act  and  should  be  used  here  as  designating  the  area  to  which  the  proposed 
Act  applies  rather  than  as  "beyond  three  nautical  miles  from  such  coast" 
as    proposed    in    102(b)    of   the   Administration   Bill.    By    this    amendment   it 
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will  be  certain  that  the  Federal  Government  is  not  attempting  to  invade 
the  province  of  the  States  of  Florida  and  Texas  whose  jurisdiction  extends 
three  marine  leagues,  or  approximately  IQi^  miles,  whereas  other  states' 
jurisdiction  extends  only   three  miles  seaward.) 

1.  D.  Wherever  the  phrase  "deepwater  port  facilities"  appear  in  the  Bill 
it   should   be   changed  to   "petroleum   deepwater  port  facilities". 

1.  E.  A  new  subdivision  (g)  should  be  added  to  Section  102  to  read  as 
follows : 

"(g)  The  term  'petroleum'  means  crude  oil,  and  any  products  or  byproducts 
of  crude  oil,  or  natural  gas,  or  any  combination  thereof,  which  may  be 
transported  as   a  liquid." 

1.  F.  The  words  "for  transporting  petroleum"  should  be  added  between 
the  words  "vessels"  and  "and"  in  line  17  on  page  2  of  the  Bill. 

Recommendation  2 

The  Administration  Bill  would  amend  the  Outer  Continental  Shelf  Lands 
Act  (OCSLA)  by  providing  in  Section  5(a)(1)  that  the  Secretary  of 
Interior  shall  prescribe  rules  and  regulations  to  accommodate  the  explora- 
tion and  exploitation  of  the  oil  and  gas  and  other  mineral  resources  of  the 
Outer  Continental  Shelf  with  the  construction  and  operation  of  deepwater 
port  facilities;  and  in  Section  5(c)  by  eliminating  the  words  "produced 
from  said  submerged  lands  in  the  vicinity  of  the  pipeline",  thereby  allowing 
the  Secretary  of  Interior  to  issue  pipeline  rights  of  way  through  the  sub- 
merged lands  of  the  Outer  Continental  Shelf  for  the  transportation  of  oil 
or  natural  gas,  whether  or  not  such  oil  or  gas  pipelines  are  used  for 
transportation  of  oil  or  gas  produced  from  said  submerged  lands. 

Under  Section  5(c)  of  the  OCSLA  the  granting  of  rights  of  way  for  oil 
and  gas  pipelines  are  subject  to  the  express  condition  that  oil  or  gas  pipe- 
lines shall  transport  or  purchase  without  discrimination  in  such  proportionate 
amounts  as  the  Federal  Power  Commission  (FPC)  in  the  case  of  gas,  and 
the  Interstate  Commerce  Commission  (ICC)  in  the  case  of  oil,  may 
determine  to  be  reasonable. 

Under  the  Administration  Bill,  the  administration  of  deepwater  port 
facilities  and  its  sea-to-shore  pipelines  will  be  split  between  two  authorizing 
acts.  Furthermore,  the  limited  economic  jurisdiction  of  the  ICC  under  the 
OCSLA  may  not  be  sufficient  to  cover  all  the  activities  of  deepwater  port 
facilities.  Therefore,  it  is  our  recommendation  that  the  objectives  of  the 
amendments  of  the  OCSIxA.  be  accomplished  by  weaving  them  into  the  Bill, 
thereby  obviating  the  necessity  of  amending  the  OCSLA.  This  objective  may 
be  accomplished  in  the  following  manner : 

2.  A.  Under  Section  104(a)  of  the  Bill,  the  "Secretary  is  authorized  to 
issue  reasonable  rules  and  regulations  governing  application  for  and 
issuance  of  licenses  and  the  construction  and  operation  of  deepwater  port 
facilities  under  this  Act."  At  the  end  of  this  section,  there  may  be  added 
the  language  otherwise  used  to  amend  Section  5(a)(1)  of  the  OCSLA. 
Thus,  the  following  language  may  be  added  at  the  end  of  Section  104(a) 
of  the  Bill: 

"The  Secretary  may  prescribe  such  rules  and  regulations  as  he  deems 
necessary  to  accommodate  the  exploration  and  exploitation  of  the  oil  and 
gas  and  natural  resources  of  the  outer  Continental  Shelf  with  the  construc- 
tion and  operation   of  petroleum  deepwater   port  facilities  licensed   by   him." 

In  our  opinion,  this  would  accomplish  what  was  intended  by  the  amend- 
ment of  Section  5(a)(1)    of  the  OCSLA. 

2.  B.  It  is  our  opinion  that  the  ICC  will  have  economic  jurisdiction  over 
the  operation  of  the  petroleum  deepwater  port  facilities,  and  such  facility 
would  be  a  common  carrier  subject  to  all  ICC  rules  and  regulations  under 
Part  I  of  the  ICC  Act.  However,  this  matter  should  be  made  certain  by 
adding  the  following  language  as  a  subsection  to  Section  III  of  the  Bill : 

"Every  licensee  of  a  petroleum  deepwater  port  facility  in  the  receipt, 
transportation  by  pipeline,  and  terminalling  of  petroleum  shall  be  a  common 
carrier  of  petroleum  bv  pipeline  under  Part  I  of  the  Interstate  Commerce 
Commission  Act  of  February  4,  1887,  as  amended   (49  U.S.C.  §§  1-27)." 
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Recommendation  3 

It  is  recommended  that  Section  102(e)  and  Section  103(a)  be  amended 
by  deleting  in  Section  102(e)  the  words  "significant  alterations",  and  sub- 
stituting therefor  the  words  "substantial  physical  addition" ;  and  by  delet- 
ing in  Section  103(a)  the  word  "significant"  and  inserting  therefor  the 
words  "substantial  physical".  These  changes  are  deemed  necessary  for  the 
purpose  of  clarity,  as  the  word  "significant"  is  felt  to  be  ambiguous  and 
therefore  a  source  of  dispute  and  litigation.  These  changes  will  also  make 
for  greater  consistency  in  the  language  of  the  two  sections  involved. 

Recommendation  4 

Section  103(b)(3)  appears  to  authorize  the  Secretary  of  Interior  to 
impose  environmental  requirements  which  might  differ  from  those  of  the 
National  Environmental  Policy  Act.  Since  NEPA's  Environmental  Impact 
Statement  requires  a  full  description  of  measures  which  can  prevent  and 
minimize  adverse  environmental  impact,  the  same  objects  of  Section 
103(b)(3)  can  be  accomplished  by  eliminating  that  section  from  the  Bill 
and  adding  to  Section  104(d)  dealing  with  NEPA  the  following  language: 
"The  Secretary  shall  consider  all  significant  aspects  of  the  location,  con- 
struction or  operation  of  the  facility,  including  any  connecting  pipeline  and 
measures  which  can  prevent  or  minimize  adverse  significant  environmental 
effect,  in  relation  to:  ....  (to  be  followed  by  language  of  Section  103(b)(3), 
A  through  F,  as  it  now  appears  in  the  Bill." 

In  the  alternative,  if  consolidation  of  the  language  of  Section  103(b)(3) 
into  Section  104(d)  is  not  desirable,  some  limitations  and  guidelines  on  the 
scope  of  the  Secretary  of  Interior's  environmental  requirements  should  be 
added  to  the  first  sentence  of  Section  103(b)(3)  so  that  it  would  read  as 
follows : 

"(3)  The  facility  will  be  located,  constructed,  or  operated  in  a  manner 
designed  to  minimize  or  prevent  adverse  significant  environmental  effects, 
taking  into  account  the  national  interest  and  proven  technology  which  is 
commercially    available    and   economically    reasonable." 

Recommendation  5 

Section  103(e)  should  be  amended  so  as  to  make  the  decision  of  the 
Secretary  of  Interior  one  which  is  consistent  with  state  land  use  policies 
but  not  necessarily  subordinate  to  those  policies.  This  approach  seems  more 
consistent  with  the  intent  of  the  Bill,  which  contemplates  accommodation 
between  various  uses  and  the  recognition  of  national  interest.  The  amend- 
ment we  suggest  is  as  follows : 

"(e)  The  Secretary  shall  consult  with  the  governor  of  any  State  off 
whose  coast  the  facility  is  proposed  to  be  located  in  order  to  accommodate 
the  operation  of  the  facility  and  directly  related  land  based  facilities  with 
the  state  land  use  program." 

Recommendation  6 

Section  103(g)  of  the  Bill  provides  that  "Licenses  issued  hereunder  may 
be  transferred  after  the  Secretary  determines  that  the  transferee  meets  the 
requirements  of  this  Act."  In  order  to  avoid  any  construction  that  a 
transferee  may  have  to  go  through  the  total  licensing  procedure  provided  for 
in  the  Act,  we  suggest  that  the  words  "this  Act"  be  deleted  and  in  their 
place  the  following  words  substituted  therefor:  "subsection  (b)(1)  of  this 
Section  102."  Sub.section  (b)  (1)  provides  a  license  may  be  issued  to  any 
citizen  of  the  United  States  if  the  applicant  is  financially  responsible  and 
has  demonstrated  his  ability  and  willingness  to  comply  with  applicable  laws, 
regulations  and  license  conditions. 

Recommendation  7 

Section  104(a)  authorizes  the  Secretary  to  issue  rules  and  regulations 
governing  application  for  and  issuance  of  licenses  and  the  construction  and 
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operation  of  deepwater  port  facilities.  It  is  not  anticipated  tliat  a  large 
number  of  projects  will  be  constructed  since  the  Act  will  be  restricted  to 
petroleum  deepwater  port  facilities.  Therefore,  it  is  unnecessary  for  the 
Secretary  to  establish  general  regulations  concerning  construction  and 
operation.  Each  petroleum  deepwater  port  facility  will  be  a  thing  unto 
itself  and  probably  not  subject  to  general  rules  and  i*egulations  on  construc- 
tion and  operation.  Therefore,  we  recommend  deletion  of  Section  104(a) 
and  leave  to  the  Secretary  under  Section  107  the  aufhority  to  attach  conditions 
concerning  the  construction  and  operation  of  the  facility,  and  leave  to 
Section  105(a)  the  Secretary's  authority  to  prescribe  rules  and  regulations 
in  relation  to  the  application  for  and  issuance  of  a  license. 

Recommendation  8 

Section  104(b)  is  not  clear  in  respect  to  reimbursement  of  potentially  large 
sums  of  money  which  may  fall  on  the  applicant.  Hence,  the  following  amend- 
ment seems  necessary : 

"(b  In  carrying  out  all  of  his  functions  under  this  Act,  the  Secretary  is 
authorized  to  consult  with  all  interested  or  affected  Federal  agencies  and 
to  utilize  on  a  reimbursable  basis  from  monies  appropriated  to  the  Depart- 
ment of  Interior  the  full  resources  of  the  Federal  Government  in  ocean 
engineering  and  undersea  technology." 

Recommendation  9 

Section  104(c)  may  be  read  to  limit  the  application  only  to  those  facilities 
located  beyond  the  three-mile  limit,  thereby  requiring  separate  and 
additional  federal  applications  to  agencies  such  as  the  Corps  of  Engineers 
for  pipelines  and  structures  within  navigable  waters,  and  to  EPA  for  onshore 
facilities.  This  result  is  probably  unintentional  in  view  of  the  Act's  stated 
purpose  of  providing  a  "mechanism  whereby  all  federal  permits  necessary 
for  all  construction  of  the  deepwater  port  facility  will  be  handled  through 
a  single  application  filed  with  the  Interior  Department".  Nevertheless,  an 
amendment  to  that  effect  seems  mandatory.  Moreover,  it  is  desirable  to  point 
out  that  the  process  should  not  be  unduly  delayed.  To  accomplish  these  ends 
Section  104(c)   should  be  changed  to  read  as  follows: 

"(c)  An  application  filed  with  the  Secretary  for  a  license  under  this  Act 
shall  constitute  an  application  for  all  federal  authorizations  required  for 
construction  and  operation  of  a  petroleum  deepwater  port  facility  and  all 
related  facilities  whether  located  in  waters,  seabed,  or  onshore.  The  Secre- 
tary upon  receipt  shall  forward  a  copy  of  the  application  to  those  federal 
agencies  having  jurisdiction  over  any  of  the  construction  and  operation  of 
the  petroleum  deepwater  port  facility  and  all  related  facilities  whether 
located  in  waters,  seabed,  or  onshore.  The  agencies  shall  as  expeditiously 
as  possible  notify  the  Secretary  whether  or  not  the  application  meets  the 
requirements  of  the  laws  which  they  administer.  If  any  such  agency  is  of 
the  opinion  that  the  application  does  not  meet  such  requirements,  it  shall 
advise  the  Secretary  of  what  is  necessary  to  meet  such  requirements.  The 
Secretary  shall  forthwith  convey  such  requirements  to  the  applicant  who  may 
amend  his  application  or  seek  such  other  remedies  that  may  be  available 
to  him  under  law.  Hearings  held  pursuant  to  this  Act  shall  be  consolidated 
insofar  as  practical  with  hearings  held  by  other  agencies  in  order  to  avoid 
undue  delay  in  the  consideration  of  applications  for  licenses." 

Recommendation  10 

Section  105(a)  requires  the  Secretary  to  prescribe  by  regulation  the  pro- 
cedures, including  appropriate  charges,  for  the  submission  and  consideration 
of  applications  for  licenses.  It  is  unnecessary  to  make  this  matter  mandatory 
and  the  word  "shall"  in  line  10  on  page  8  of  the  Bill  should  be  changed  to 
the  word  "may".  The  second  sentence  of  Section  105(a)  should  be  stricken 
since  under  the  first  sentence  thereof  the  Secretary  could  include  require- 
ments that  the  application  contain  the  necessary  financial,  technical  and 
other  information.  In  order  to  show  that  the  issuance  of  such  rules  are  not 
mandatory  the  following  language  should  be  added  as  a  second  sentence  to 
Section  1*05 (a)  : 
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"Applications  may  be  made  and  licenses  issued  without  the  necessity  of 
the  Secretary  issuing  regulations  permitted  hereunder." 

Recommendation  11 

We  recommend  language  be  added  as  a  subsection  to  Section  105  to  protect 
trade  secrets  in  the  following  manner : 

"(a)  Copies  of  any  communications,  documents,  reports,  or  information 
received  or  sent  by  an  applicant  shall  be  made  available  to  the  public  upon 
identifiable  request,  and  at  reasonable  cost,  unless  such  information  may 
not  be  publicly  released  under  the  terms  of  subsection   (b)   of  this  section. 

''(b)  The  Secretary  shall  not  disclose  information  obtained  by  him  under 
this  Act  which  concerns  or  relates  to  a  trade  secret  referred  to  in  Section 
1905  of  Title  18,  United  States  Code,  except  that  such  information  may  be 
disclosed — 

"(1)  to  other  Federal  Government  departments,  agencies,  and  oflScials 
for  official  use  upon  request ; 

"(2)  to  committees  of  Congress  having  jurisdiction  over  the  subject 
matter  to  which   the   information   relates ; 

"(3)  in  any  judicial  proceeding  under  a  court  order  formulated  to 
preserve  the  confidentiality  of  such  information  without  impairing  the 
proceedings ; 

"(4)    to  the   public  in   order   to   protect    their    health   and   safety   after 
notice    and    opportunity    for    comment    in    writing    or    for    discussion    in 
closed   session   within   fifteen   days   by    the   party    to    which    the    informa- 
tion  pertains    (if   the  delay   resulting  from   such   notice   and    opportunity 
for  comment  would  not  be  detrimental  to  the  public  health  and  safety). 
Nothing    contained    in    this    section    shall    be    deemed    to    require    the    release 
of  any  information  described  by  subsection   (b)   of  section  552.  title  5,  United 
States  Code,  or  which  is  otherwise  protected  by  law  from  disclosure  to  the 
public." 

Recommendation  12 

Section  107(1)  may  impose  a  heavy  financial  burden,  especially  as  a 
condition  to  obtaining  a  license.  Furthermore,  the  conditions  are  not  subject 
to  any  limitation,  and  are  thus  open-ended,  and  may  be  applied  unevenly  to 
applicants.  A  better  approach  will  be  to  place  authority  in  the  Secretary 
to  promulgate  rules  and  regulations  with  respect  to  reimbursement  which 
will  be  uniformly  applied  to  all  applicants.  This  could  be  achieved  by  the 
following  language :  "The  Secretary  may  prescribe  by  regulation  reasonable 
reimbursement  by  the  licensee  of  the  costs  occasioned  by  the  licensing", 
which  could  be  added  to  either  Section  104(a)  or  Section  105(a)  and  Sec- 
tion 107(1)    eliminated. 

Recommendation  13 

Since  under  our  Recommendation  2.  B.  the  ICC  will  have  economic  juris- 
diction over  the  operation  of  a  petroleum  deepwater  port  facility  Section 
107(5)   is  unnecessary  and  should  be  eliminated. 

Recommendation  14 

In  Section  109,  it  is  recommended  that  the  word  "shall"  be  changed  to 
"may"  so  as  to  make  the  additional  pixnishment  permissible  but  not 
mandatory,  in  view^  of  the  fact  that  punishments  imposable  under  existing 
laws  other  than  the  Administration  Bill  should  in  themselves  serve  as 
considerable  deterrence  to  violations  by  the  licensee. 

Recommendation  15 

Section  110  should  be  amended  to  expressly  provide  that  any  determina- 
tion on  revocation  or  suspension  of  licenses  be  subject  to  5  U.S.C.  §  706  to 
ensure  judicial  review  of  the  reasonableness  of  the  Secretary's  decision  to 
suspend  or  revoke  licenses.  It  is  also  suggested  that  actions  by  the  Depart- 
ment of  Interior  be  taken  to  the  U.S.  District  Court  nearest  the  facility  as 
the  same  would  logically  be  the  most  convenient  forum  to  hear  such  matters. 
The  section  as  amended   would  read : 
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"(a)  Whenever  a  licensee  fails  to  comply  with  any  provision  of  this  Act, 
or  any  rule,  regulation,  restriction  or  condition  made  or  imposed  by  the 
Secretary  under  the  authority  of  this  Act  or  fails  to  pay  any  penalty 
assessed  under  Sections  108  or  109  (except  where  a  proceeding  for  judicial 
review  of  such  assessment  is  pending)  the  Secretary  may,  subject  to  the 
provisions  of  5  U.S.C.  §  706,  file  an  action  in  the  United  States  District 
Court  nearest  the  facility  to  either  (1)  suspend  operations  under  the  license, 
or  (2)  if  such  failure  is  knowing  and  continues  for  a  period  of  thirty  days 
after  the  Secretary  mails  notice  of  such  failure  by  registered  letter  to  the 
licensee  at  his  record  post  oflBce   address,   revoke   such  license ;   provided. . ." 

Recommendation  16 

All  of  Section  111  is  a  cumbersome  and  untried  method  of  extending 
federal  jurisdiction  to  the  Outer  Continental  Shelf.  As  indicated  in  our 
Guidelines  for  Proposed  Legislation,  in  Section  III  of  this  Memorandum, 
the  time-honored  method  used  in  the  OSCLA  in  extending  federal  jurisdic- 
tion to  the  Outer  Continental  Shelf  for  resource  development  should  be  used 
in  extending  federal  jurisdiction  for  petroleum  deepwater  port  facilities. 

To  accomplish  this  the  language  of  4S  U.S.C.A.  §  1333,  revised  to  apply 
to  petroleum  deepwater  port  facilities,  should  be  used  in  lieu  of  the  present 
Section  111  of  the  Administration  Bill.  This  language,  so  revised,  reads  as 
follows : 

"Section  111.  (a)  (1)  The  Constitution  and  laws  and  civil  and  political 
jurisdiction  of  the  United  States  are  extended  to  the  subsoil  and  seabed  of 
the  outer  Continental  Shelf  and  to  petroleum  deepwater  port  facilities  which 
may  be  erected  thereon,  and  to  the  waters  related  thereto,  to  the  same 
extent  as  if  the  outer  Continental  Shelf  were  an  area  of  exclusive  federal 
jurisdiction  located  within  a  state  or  located  in  navigable  waters  or  in  the 
U.S.  contiguous  zone:  Provided,  however,  That  petroleum  deepwater  port 
facilities  on  the  outer  Continental  Shelf  may  be  constructed  and  operated 
only  under  the  provisions  of  this  Act. 

"(2)  To  the  extent  that  they  are  applicalile  and  not  inconsistent  with 
this  Act  or  with  other  federal  laws  and  regulations  now  in  effect  or  hereafter 
adopted,  the  civil  and  criminal  laws  of  each  adjacent  state  as  of  the  date 
this  Act  becomes  final  are  declared  to  be  the  law  of  the  United  States  for 
that  portion  of  the  subsoil  and  seabed  deepwater  port  facilities  erected 
thereon,  which  would  be  within  the  area  of  the  state  if  its  boundaries  were 
extended  seaward  to  the  outer  margin  of  the  outer  Continental  Shelf,  as  the 
President  has  or  shall  determine.  All  of  such  applicable  laws  shall  be  ad- 
ministered and  enforced  by  the  appropriate  ofl!icers  and  courts  of  the  United 
States.   State  taxation  laws   shall   not   apply   to   the  outer   Continental    Shelf. 

"(3)  The  provisions  of  this  section  for  adoption  of  state  law  as  the  law 
of  the  United  States  shall  never  be  interpreted  as  a  basis  for  claiming 
any  interest  in  or  jurisdiction  on  behalf  of  any  state  for  any  purpose  over 
the  seabed  and  subsoil  of  the  outer  Continental  Shelf,  or  the  property  and 
natural  resources  thereof  or  the  revenues  therefrom. 

"Jurisdiction  of  United  States  district  courts 

"(b)(1)  The  United  States  district  courts  shall  have  original  jurisdiction 
of  cases  and  controversies  arising  out  of  or  in  connection  with  any  opera- 
tions conducted  on  the  outer  Continental  Shelf  relating  to  operation  and 
use  of  petroleum  deepwater  port  facilities,  and  proceedings  with  respect  to 
any  such  case  or  controversy  may  be  instituted  in  the  judicial  district  in 
which  any  defendant  resides  or  may  be  found,  or  in  the  judicial  district  of 
the  adjacent  state  nearest  the  place  where  the  cause  of  action  arose. 

"(2)  Foreign  flag  vessels  or  natural  or  juridical  persons  who  are  not 
nationals  of  the  United  States  using  facilities  shall  be  deemed  to  consent 
to  the  jurisdiction  of  the  United  States  for  the  purposes  of  this  Act  and 
the  owner  of  each  such  vessel,  and  the  owner  of  the  cargo  carried  therein, 
before  using  such  facilities  shall  appoint  an  agent  for  service  of  process 
in  the  judicial  district  nearest  the  location  of  such  deepwater  port  facility. 
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"Applicability  of  Longshoremen'' s  and  Harbor  Workers'  Compensation  Act; 
definitions 
"(c)  With  respect  to  disability  or  deatli  of  an  employee  resulting  from 
any  injury  occurring  as  the  result  of  operations  relating  to  petroleum  deep- 
water  port  facilities,  compensation  shall  be  payable  under  the  provisions 
of  the  Longshoremen's  and  Harbor  Workers'  Compensation  Act.  For  the 
purposes  of  the  extension  of  the  provisions  of  the  Longshoremen's  and 
Harbor  Workers'   Compensation  Act  under  this  section— 

"(1)  the  term  'employee'  does  not  include  a  master  or  member  of  a 
crew  of  any  vessel,  or  an  officer  or  employee  of  the  United  States  or 
any  agency  thereof  or  of  any  political  subdivision  thereof ; 

"(2)  the  term  'employer'  means  an  employer  any  of  whose  employees 
are  employed  in  such  operations ;   and 

"(3)  the  term  'United  States'  when  used  in  a  geographical  sense 
includes  the  outer  Continental  Shelf  and  artificial  islands  and  fixed 
structures  thereon. 

"Applicability  of  National  Labor  Relations  Act 

"(d)  For  the  purpose  of  the  National  Labor  Relations  Act,  as  amended, 
any  unfair  labor  practice,  as  defined  in  such  Act,  occurring  upon  any 
petroleum  deepwater  port  facility  shall  be  deemed  to  have  occurred  within 
the  judicial  district  of  the  adjacent  state  nearest  the  place  of  location  of 
such  island  or  structure. 

"Coast  Guard  regulations;  marking  of  islands  and  structures;  offenses  and 
penalties 

"(e)  (1)  The  head  of  the  Department  in  which  the  Coast  Guard  is 
operating  shall  have  authority  to  promulgate  and  enforce  such  reasonable 
regulations  with  respect  to  lights  and  other  warning  devices,  saftey  equip- 
ment, and  other  matters  relating  to  the  promotion  of  safety  of  life  and 
property  on  the  petroleum  deepwater  port  facility  or  on  the  waters  adjacent 
thereto,  as  >»<i  may  deem  necessary, 

"(2)  The  head  of  the  Department  in  which  the  Coast  Guard  is  operating 
may  mark  for  the  protection  of  navigation  any  portion  of  such  petroleum 
deepwater  port  facilities  whenever  the  owner  has  failed  suitably  to  mark 
the  same  in  accordance  with  regulations  issued  hereunder,  and  the  owner 
shall  pay  the  cost  thereof. 

"Prevention  of  obstruction   to  navigation    by  Secretary  of  the  Army 

"(f)  The  authority  of  the  Secretary  of  the  Army  to  prevent  obstruction 
to  navigation  in  the  navigable  waters  of  the  United  States  is  extended  to 
petroleum   deepwater  port  facilities   located   on   the   outer   Continental    Shelf. 

"Provisions  as  non-exclusive 

"(g)  The  specific  application  by  this  section  of  certain  provisions  of  law 
to  the  subsoil  and  seabed  of  the  outer  Continental  Shelf  and  the  petroleum 
deepwater  port  facilities  or  to  acts  or  offenses  occurring  or  committed 
thereon  shall  not  give  rise  to  any  inference  that  the  application  to  petroleum 
deepwater  port  facilities,  acts,  or  offenses  of  any  other  provision  of  law  is 
not  intended. 

"(h)  To  the  extent  that  the  Federal  Water  Pollution  Control  Act  or  the 
Clean  Air  Act  require  or  presuppose  action  on  the  part  of  any  state,  such 
action  may,  as  appropriate,  be  waived  or  taken  by  the  Administrator  of  the 
Environmental  Protection  Agency.  A  petroleum  deepwater  port  facility 
licensed  under  this  Act  shall  not  be  considered  'a  vessel  or  other  floating 
craft'  for  purposes  of  Section  502(12)  of  the  Federal  Water  Pollution 
Control  Act." 

It  should  be  pointed  out  that  subsection  (b)  (2)  of  the  proposed  Section 
111  is  not  included  in  the  OSCLA,  but  (b)  (2)  is  included  to  be  consistent 
with  the  desire  that  foreign  flag  vessels  and  cargo  owners  using  petroleum 
deepwater  port  facilities  will  be  subject  to  U.S.  jurisdiction  even  though 
the  acts  of  such  persons  may  be  thought  to  have  occurred  on  the  high  seas. 

It  should  also  be  noted  that  our  Recommendation  2.  B.  above  suggests  an 
additional  subsection  to  Section  111  to  cover  the  economic  jurisdiction  of 
the  ICC. 
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Recommendation  11 

Section  112  preserves  to  the  states  their  submerged  lands  rights,  namely 
"all  applicable  laws  or  regulations  of  such  state  or  possession  to  the  extent 
not  inconsistent  with  federal  law  or  regulation.  Nothing  in  this  Act  shall 
be  construed  as  precluding  a  state  from  imposing,  within  its  jurisdiction, 
more  stringent  environmental  or  safety  regulations."  The  last  sentence  may 
be  interpreted  to  mean  that  state  environmental  or  safety  regulations  do  not 
need  to  be  consistent  with  the  United  States  Constitution  or  paramount 
federal  law,  which  cannot  be  what  Section  112  intends.  Furthermore,  it 
seems  desirable  to  reiterate  the  paramount  rights  retained  by  the  United 
States  in  the  submerged  lands,  43  U.S.C.  §§  1311(d)  and  1314(a).  Thus, 
Section  112  should  be  amended  to  make  it  clear  that  the  authority  of  the 
United  States  in  the  Submerged  Lands  Act  is  not  diminished  by  Section  112. 
The  last  sentence  of  Section  112,  as  appears  in  the  Administration  Bill  should 
be  deleted  and  the  following  substituted :  "Nothing  in  this  section  shall 
affect  the  paramount  rights  of  the  United  States  pursuant  to  the  Submerged 
Lands  Act.  43  U.S.C.   §§  1311(d)    and   1314(a)." 

The  federal  paramount  rights  pursuant  to  the  Submerged  Lands  Act 
comprise  the  constitutional  authority  of  Congress  to  improve  navigation 
and  the  rights  to  regulate  commerce,  navigation,  national  defense  and 
international  affairs. 

Recommendation  18 

The  following  language  should  be  added  as  a  part  of  Section  113 : 
"This  Act  sliall  not  be  applied  in  any  manner  to  require  the  license  of  a 
petroleum  deepwater  port  facility  to  provide  supply  services  to  vessels  which 
may  unload  at  or  otherwise  use  the  facility  or  to  provide  for  the  passage 
of  persons  through  the  facility  for  transportation  between  ports,  for  shore 
leave,  or  for  immigration." 

[Whereupon,  at  11 :55  a.m.,  the  committee  recessed,  to  reconvene  at 
10  a.m.,  Wednesday,  June  27,  1973.] 


OFFSHORE  PORTS  AND  TERMINALS 


WEDNESDAY,   JUNE  27,   1973 

House  of  Representatives, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington^  D.C. 

The  committee  met,  pursuant  to  recess,  at  10 :10  a.m.,  in  room  1334, 
Longworth  House  Office  Building,  Hon.  Leonor  K.  Sullivan  (chair- 
man of  the  committee)  presiding. 

The  Chairman.  The  committee  will  come  to  order. 

The  Committee  on  Merchant  Marine  and  Fisheries  is  continuing  the 
hearings  begun  several  weeks  ago  on  the  problem  of  the  construction 
and  operation  of  deepwater  offshore  ports  and  terminals  for  the 
reception  of  our  increasing  oil  imports. 

We  are  trying  to  hear  from  every  facet  of  interest  of  the  public 
in  how  we  should  proceed  on  this  very  important  matter,  and  as 
many  of  the  committee  members  know,  hearings  are  being  held  in 
all  three  committees,  Public  Works,  Interior,  and  our  committee, 
because  all  three  of  us  have  some  kind  of  jurisdiction  over  some 
parts  of  the  problem. 

We  hope  after  all  the  hearings  are  concluded  that  we  can  combine 
our  interests  and  produce  a  good  comprehensive  bill  as  the  answer 
to  this  very  necessary  problem. 

This  morning  we  are  having  individuals  before  us  from  various 
States. 

I  will  ask  counsel,  is  this  in  reply  to  the  letters  that  were  sent  to 
the  Governors  requesting  someone  to  come  to  the  committee  to  rep- 
resent the  interest  of  the  particular  States? 

Mr.  Heyward.  Yes,  INIadam  Chairman. 

The  Chairman.  What  I  would  like  to  do  is  call  the  four  witnesses 
we  have  this  morning,  one  from  Delaware,  two  from  Alabama,  and 
one  from  Texas,  up  to  the  witness  table  at  the  same  time.  We  would 
like  to  have  you  present  your  statements,  and  then  even  though  your 
views  are  the  opposite  to  one  another,  I  think  we  can  discuss  the 
whole  thing  with  members  of  the  committee  to  try  to  draw  out  infor- 
mation from  you  on  your  particular  viewpoint. 

It  does  not  make  any  difference  if  your  views  conflict. 

I  might  at  this  point  say  that  by  letter  of  June  13,  1973,  I  invited 
Hon.  George  C.  Wallace,  Governor,  State  of  Alabama,  to  have  a 
representative  present  his  views  on  H.R.  5091  and  H.R.  5898. 

A  similar  letter  was  addressed  to  Hon.  Dolph  Briscoe,  Governor  of 
Texas  and  to  the  Hon.  Sherman  W.  Tribbitt,  Governor  of  Delaware. 

At  this  point  in  the  record  I  will  direct  that  my  letter  to  Governor 
Wallace  dated  June  13,  1973,  and  the  reply  of  Governor  Wallace, 
together  with  the  reply  of  Governor  Briscoe  appear  in  the  record 
at  this  point. 
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[The  documents  referred  to  follow :] 

U.S.  House  of  Representatives, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington,  D.C.,  June  13,  191/3. 
Hon.  George  C.  Wallace, 
The  Governor,  State  of  Alabama, 
Montgomery,  Ala. 

Dear  Governor  Wallace  :  The  Committee  on  Merchant  Marine  and  Fisheries 
began  a  series  of  hearings  on  June  12,  1973,  relating  to  one  segment  of  the 
overall  energy  problem  now  facing  our  nation.  The  aspect  with  which  the 
Committee  is  concerned  involves  the  potential  increase  of  foreign  crude  oil 
importation  and  the  role  that  can  be  played  in  handling  that  increase  by 
the  construction  and  operation  of  deepwater  offshore  terminals  for  the 
accommodation  of  large  tankers.  In  its  hearings,  the  Committee  intends  to 
explore  all  facets  of  the  problem,  including  the  need  for  such  offshore 
facilities,  as  well  as  the  design  and  operation  requirements  that  should  be 
imposed  to  insure  the  adequate  protection  of  the  marine  environment  and 
coastal  areas,  should  it  be  decided  that  such  facilities  should  be  built. 

While  there  is  an  overall  national  interest  involved  in  the  consideration 
of  this  problem,  there  is  no  question  but  that  the  coastal  states  will  be 
directly  affected  and,  therefore,  their  views  should  be  carefully  considered 
in  the  preparation  of  any  legislation.  For  that  reason,  I  would  like  to  invite 
you,  or  an  appropriate  representative  of  your  State,  to  appear  before  the 
Committee  on  Wednesday,  June  27,  or  Thursday,  June  28,  to  discuss  those 
aspects  of  offshore  terminals  construction  and  operation  of  interest  to  your 
State.  In  particular,  the  Committee  would  be  interested  to  receive  any 
information  which  you  have  acquired  on  this  subject  and  to  receive  whatever 
views  you  might  wish  to  express. 

The  specific  bills  pending  before  the  Committee  which  are  being  used  as  a 
basis  for  the  hearings  are  H.R.  5091  and  H.R.  5898,  copies  of  which  are 
enclosed. 

The  hearings  will  begin  at  10:00  a.m.,  in  room  1334,  Longworth  House 
Office  Building.  Washington,  D.C.  For  your  information,  I  am  enclosing  a 
copy  of  extract  language  from  the  Committee  Rules  relating  to  testimony, 
but  I  would  like  to  add  to  the  minimum  50  copy  requirement  prescribed  in 
the  testimony.  Should  there  be  any  additional  question,  your  staff  may 
contact  Francis  D.  Heyward,  Staff  Counsel,  in  room  1337-A,  Longworth 
House  Office  Building,  Washington,  D.C.  20515,  or  by  telephone  at  202-225-3728. 

I  hope  that  your  schedule  will  permit  you  to  appear  personally,  but  if 
this  is  not  possible,  the  Committee  would  welcome  testimony  from  your 
representative.  If,  in  lieu  of  testimony  before  the  Committee,  you  prefer  to 
forward  a  written  statement  for  the  record,  you  may  be  sure  that  the  Com- 
mittee  will   give   it  careful   consideration. 

I  would  appreciate  information  on  your  decision  as  soon  as  practicable. 
Sincerely, 

Leonor  K.  (Mrs.  John  B.)   Sullivan, 

Chairman. 


State  of  Alabama, 
Montgomery,  June  19,  1973. 
Leonor  K.  (Mrs.  John  B.)   Sullivan, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries,  Longworth  House 
Office  Building,  Washington,  D.C. 
Dear  INIrs.  Sullivan  :  In  response  to  your  letter  of  June  13  concerning 
the  hearings  before  your  committee  on  H.R.  5091  and  H.R.  5898,  please  be 
advised  tliat  the  Honorable  Lionel  W.  Noonan  of  the  Alabama  State  Senate 
and  Dr.  E.  Mueller,  Executive  Director  of  Ameraport.  will  appear  personally 
before  your  committee  to  discuss  the  efforts  of  Alabama  and  IMississippi  to 
locate  a   deepwater  terminal   off   the   Alabama-Mississippi   coast. 

It  would  be  appreciated  if  you  could  schedule  Senator  Noonan's  appearance 
on  Wednesday,  June  27.  Our  Legislature  is  in  session  at  the  moment,  and 
it  would  be  most  helpful   if  he  could  appear  on   that  date. 

Yours  very  truly, 

George  C.  Wallace, 

Governor. 
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Executive  Department, 
Austin,  Tex.,  June  22,  1913. 
Hon.  Leonor  K.  Sullivan, 

House  of  Representatives,  Chairman,  Committee  on  Merchant  Marine  and  Fish- 
eries, Longicorth  House  Office  Building,  Washington,  D.C. 

Dear  Mrs.  Sullivan  :  I  appreciate  your  invitation  to  appear  before  the 
Committee  on  Merchant  Marine  and  Fislieries  liearings  on  deep  water  off- 
shore terminals.  Texas  has  a  long  and  well  deserved  reputation  as  a  national 
leader  in  both  marine  affairs  and  energy  production.  We  fully  intend  to 
maintain  that  leadership  in  the  future.  We  take  a  vital  interest  in  any 
proposed  federal   action  that   impacts  upon   these   industries. 

Offshore  terminals  for  handling  the  new  class  of  Very  Large  Crude 
Carriers  (VLCC)  obviously  have  great  significance  for  both  the  private 
sector  industries  and  to  our  entire  State  economy.  For  this  reason,  I  wish 
to  designate  General  James  U.  Cross,  Executive  Director  of  the  Texas  Off- 
shore Terminal  Commission,  as  our  oflBcial  spokesman  to  these  hearings, 
and  ask  that  you  extend  to  him  this  recognition. 

The  Texas  Offshore  Terminal  Commission  is  a  duly  authorized  State 
agency,  by  law  and  by  Executive  appointment,  representing  the  State  of 
Texas  in  matters  pertaining  to  offshore  terminals  on  the  Texas  Gulf  Coast. 

I  understand  General  Cross  will  have  a  prepared  statement  to  deliver  to 
the  Committee.  I  endorse  this  statement,  along  with  the  general  endorsement 
of  the  Texas  Council  on  Marine-Related  Affairs  which  is  to  accompany  the 
presentation. 

Thank  you  for  your  consideration  in  this  matter  and  we  wish  you  and 
your  Committee  every  success  in  your  important  deliberations. 

Sincerely, 

DoLPH  Briscoe, 
Governor  of  Texas. 

The  Chairman.  No  formal  reply  was  received  from  Governor 
Tribbitt.  However,  his  representative  is  here  to  testify. 

Would  the  Honorable  Clifton  E.  Morris,  secretary,  Department  of 
Hio^hways  and  Transportation,  State  of  Delaware  come  up  to  the 
table? 

Senator  Lionel  W.  Noonan,  chairman  and  Dr.  John  E.  Moeller, 
executive  director,  Ameraport  Corp.,  State  of  Alabama,  and  Briga- 
dier General  James  U.  Cross,  Texas  Offshore  Terminal  Commission, 
State  of  Texas — if  you  gentlemen  will  join  Mr.  Morris  at  the  table, 
we  could  hear  you  as  a  panel. 

Gentlemen,  I  would  appreciate  it  if  each  of  you  could  take  15 
minutes,  but  no  longer,  to  either  read  your  statement,  or  summarize 
it,  and  give  us  the  main  and  important  highlights  of  the  statements 
that  you  have  prepared.  We  will  then  proceed  to  question  all  of  you. 

As  your  name  is  called,  then,  if  you  would  try  to  summarize  or 
read  your  statement  within  that  time  limit  it  would  be  helpful.  We 
will  call  now  on  the  Honorable  Clifton  E.  Morris,  secretary.  Depart- 
ment of  Highways  and  Transportation,  State  of  Delaware. 

STATEMENT  OE  HON.  CLIETON  E.  MORRIS,  SECRETARY,  DEPART- 
MENT OE  HIGHWAYS  AND  TRANSPORTATION,  STATE  OF 
DELAWARE 

Mr.  Morris.  Madam  Chairman  and  members  of  the  committee,  I 
am  appearing  on  behalf  of  Governor  Tribbitt,  who  is  tied  up  with 
legislative  matters  and  is  sorry  that  he  could  not  be  here. 

I  would  like  to  say  that  I  have  given  you  my  paper,  which  is 
really  the  Governor's  paper,  and  I  am  going  to  omit  the  graphs  and 
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try  to  get  through  this  as  soon  as  possible,  but  give  you  the  meat  of 
his  white  paper. 

The  Chairman.  Fine. 

Mr.  Morris.  The  people  of  Delaware  are  deeply  concerned  about 
the  quality  of  life  for  themselves,  their  children,  and  unborn  gen- 
erations of  Delawareans.  A  major  part  of  this  concern  involves  the 
quality  of  our  natural  environment  and  the  wisest  use  of  our  limited 
natural  resources. 

Being  a  small  State  with  a  relatively  long  coastline,  the  waters 
and  beaches  and  wetlands  of  our  coastal  area  are  within  easy  reach 
of  our  people,  as  well  as  tens  of  thousands  of  visitors  from  nearby 
metropolitan  centers,  and  I  might  say  that  is  Washington,  Baltimore, 
Philadelphia  and  in  the  area  are  a  major  natural  resource  of  Dela- 
ware important  in  ecological  aesthetic,  and  recreational  as  well  as 
economic  terms. 

Recognition  of  the  value  of  our  coastal  resources  and  necessity  to 
protect  them  from  misuse  and  despoliation  is  evidenced  by  a  series 
of  recent  studies  by  agencies  and  task  forces  at  the  State  level  in- 
cluding a  study  in  1970  of  potentials  for  a  Delaware  deepwater  port, 
the  report  of  the  Governor's  task  force  on  marine  and  coastal  affairs 
in  1970  and  1971  on  the  coastal  zone  of  Delaware,  and  the  study  com- 
pleted in  January  of  1973  of  the  Delaware  Bay  oil  transport  com- 
mittee on  energy,  oil  and  the  State  of  Delaware. 

Further  recognition  of  the  value  of  our  coastal  zone  is  evidenced 
by  State  regulation  of  use  of  our  subaqueous  lands,  and  of  industrial 
and  offshore  terminal  operators,  regulated  by  our  Coastal  Zone  Act. 

The  potential  impact  of  the  petroleum  industry,  in  particular,  and 
the  possibility  of  a  superport  in  or  near  Delaware  is  causing  great 
concern  among  Delawareans. 

The  people  have  expressed  this  concern  and  their  opposition  to 
superports  and  related  land  uses  in  Delaware's  coastal  zone  at  a 
number  of  public  hearings,  as  well  as  through  letters  to  State  legis- 
lators and  officials,  and  to  newspaper  editors. 

Prior  to  its  enactment,  the  concept  of  coastal  zoning  received  strong 
endorsement  by  a  majority  of  the  speakers  and  those  in  attendance 
at  a  series  of  public  hearings  held  in  May  and  June,  1971  by  the 
general  assembly. 

In  January  of  this  year,  at  a  public  hearing  held  at  Rehoboth 
Beach,  there  was  virtually  unanimous  opposition  to  a  superport  in 
or  near  Delaware  by  the  over  800  people  who  attended  it. 

The  weekday  afternoon  hearing  was  called  by  the  Army  Corps 
of  Engineers  as  part  of  its  study  of  northeast  Atlantic  coast  super- 
port  sites.  At  that  Rehoboth  Beach  public  hearing,  I  expressed  my 
firm  opposition  to  superports  and  similar  facilities  within  Delaware's 
territorial  waters  and  my  deep  concern  over  the  possibility  of  a  super- 
port  being  located  in  Atlantic  offshore  waters  beyond  the  State  of 
Delaware  which  could  pose  serious  hazards  to  our  beaches,  bays,  and 
wetlands. 

I  went  on  to  express  my  concern  over  the  landside  effects  of  a 
nearby  superport  on  Delaware.  I  would  like  briefly  to  reiterate  this 
concern. 


433 

LANDSIDE  IMPACTS  OF  A  SUPERPORT  ON  DELAWARE 

At  two  of  the  recent  hearings  held  by  the  Army  Corps  of  Engi- 
neers on  the  subject  of  a  deepwater  port  on  the  north  Atlantic  coast, 
the  State  of  Delaware  went  on  record  informing  the  Corps  of  Engi- 
neers that  a  deepwater  port  in  Delaware  Bay  would  be  prohibited 
by  the  Delaware  Coastal  Zone  Act  and  that,  possibly,  a  port  off  Cape 
fienlopen  in  the  Atlantic  Ocean  would  also  be  prohibited  by  the 
Delaware  Coastal  Zone  Act. 

However,  in  the  notice  for  that  hearing,  there  is  a  recommendation 
that  if  the  design  standard  for  the  port  allows  vessels  of  325,000 
tons,  then  a  facility  should  be  constructed  in  Delaware  Bay,  off  Big 
Stone  Beach. 

While  the  Corps  of  Engineers  acknowledged  that  such  a  facility 
would  be  prohibited  by  the  Coastal  Zone  Act,  it  did  not  conclude 
that,  therefore,  the  facility  is  not  feasible  in  Delaware. 

While  effectively  acknowledging  the  Coastal  Zone  Act  for  the 
docking  facility  off  Big  Stone  Beach,  the  Corps  of  Engineers  as- 
sumed that  the  Coastal  Zone  Act  would  prohibit  onshore  develop- 
ment in  Delaware.  This  apparently  was  the  Corps'  assumption,  since 
nowhere  in  their  summary  of  environmental  considerations  did  they 
assess  the  landside  impact  of  a  Big  Stone  Beach  facility  nor  a  Cape 
Henlopen  facility. 

It  seems  to  me  that  such  an  assessment  of  landside  impacts  should 
have  been  prepared.  In  order  to  fill  this  void  in  the  Corps  of  Engi- 
neesr'  environmental  summary,  we  attempted  to  apply  the  Corps' 
estimate  of  landside  impact  for  southern  New  Jersey  to  Delaware. 

The  State  Planning  Office  forecast  four  types  of  landside  effects 
by  the  year  2000.  These  are:  population;  employment;  residential 
and  industrial  land  use;  and  sewage  disposal.  There  would  be  other 
serious  landside  impacts  of  a  deepwater  port,  such  as  groundwater 
withdrawal,  increased  air  pollution,  and  increased  traffic  congestion, 
but  these  four  impacts  are  illustrative  of  the  major  magnitude  of 
the  consequences  to  be  expected  from  a  deepwater  port  in  our  near 
Delaware. 

If  a  deepwater  port  is  located  in  the  Delaware  Bay,  its  landside 
effects  on  Kent  and  Sussex  Counties  by  the  year  2000  would  likely 
be  as  follows: 

Population  and  employment 

table  i.— kent  and  sussex  counties 


1970  (Actual)  2000  (without  port)  (with  port) 


Population  162,248  237,400  1,060,100 

Total  employment' 37,701  63,050  305,900 


1  Employment  covered  by  employment  security  laws. 


In  Kent  and  Sussex  Counties,  a  deepwater  port  co  ^Id^  result  in 
almost  five  times  more  population  and  total  employment  ^han  is  ex- 
pected without  such  a  port.  The  year  2000  employmen'  ^gure  is 
based  on  the  multiplier  effect  of  4x  referred  to  on  page  -0  of  the 
Corps'  "Summary   of  Environmental   Considerations."   Popalacion 
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with  a  deepwater  port  in  the  year  2000  is  based  on  a  ratio  of  actual 
employment  to  population  in  1970  applied  to  the  year  2000. 

LAND   USE   ACREAGE 

What  would  these  year  2000  employment  and  population  figures 
mean  to  Kent  and  Sussex  Counties  in  "terms  of  land  use  acreajre? 

TABLE  2.— KENT  AND  SUSSEX  COUNTIES 


20OO  (without 
1970  (actual)  port)  (With  port) 


Residential  acreage 20,512  26,400  102,000 

The  year  2000  figure  Avith  a  deepwater  port  is  based  on  assuming 
each  employee  will  require  one-third  of  an  acre  for  housing,  which 
means  that  Kent  and  Sussex  Counties  will  have  over  four  times 
more  land  used  for  housing  in  the  year  2000  as  a  result  of  a  deep- 
water  port  than  they  would  have  without  the  port. 

TABLE  3.— KENT  AND  SUSSEX  COUNTIES 


200  (without 
1970  (actual)  port)  (With  port) 


Nonresidential  Acreage 8,491  14,547  89  100 


Based  on  the  Corps  of  Engineers'  report  approximately  45,000 
acres  would  be  directly  required  for  terminal,  refinery,  and  petro- 
chemical operations,  of  which  20,000  acres,  or  44  percent,  would  be 
needed  in  the  immediately  adjacent  areas— which  in  this  case,  would 
be  Kent  and  Sussex  Counties. 

The  Corps  also  stated,  however,  that  a  multiplier  effect  of  four 
appears  valid  in  determining  total  emplovment  that  would  be  gen- 
erated by  an  installation  of  this  type.  Therefore,  an  increase  of  ap- 
proximately 552,000  (4X138,000)  in  total  employment  would  result 
requiring  over  182,000  acres  for  industrial  use. 

Again,  assuming  roughly  44  percent  of  this  acreage  would  be 
needed  m  the  immediate  area,  the  total  additional  industrial  land 
requirement  in  Kent  and  Sussex  Counties  would  be  80,150  acres.  This 
does  not  include  the  additional  land  that  would  be  required  for 
increased  transportation  needs.  Increases  in  total  employment  for 
Kent  and  Sussex  Counties  would  be  approximately  242,900  (552,000 
X.44)  resulting  in  a  total  population  increase  of  882,700. 

In  terms  of  the  sewerage  impact,  according  to  the  Army  Corps 
of  Engineers,  at  secondary  treatment  levels  the  effluent  from  new 
refineries  and  petrochemical  plants  resulting  from  a  Delaware  Bay 
deepwater  port  would  have  a  biological  oxygen  demand  (BOD) 
content  equivalent  to  the  raw,  untreated  sewage  of  845,000  people 
m  the  mid-Atlantic  region.  This  would  be  worse  than  having  no 
sewage  treatment  at  all  for  the  entire  population  of  the  State  and 
the  raw  sewage  were  dumped  in  the  Bay. 
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With  regard  to  the  increases  in  water  pollution  levels,  it  should  be 
noted  that  tlie  State  of  Delaware  is  engaged  in  an  ambitious  program 
to  clean  its  rivers  and  streams  in  cooperation  with  local  and  State 
Governments. 

To  date,  the  State  has  appropriated  $13  million  and  has  programed 
an  additional  $30  million  over  the  next  6  years.  The  goal  of  this 
program  is  to  provide  90  percent  treatment  for  90  percent  of  Dela- 
ware population. 

The  effect  of  the  estimated  development  generated  by  the  pro- 
posed port  would  be  to  place  Delaware  in  a  significantly  worse  situa- 
tion relative  to  water  pollution  than  it  has  ever  been.  In  other  words, 
this  expenditure  of  funds  would  be  for  nothing. 

In  addition  to  the  effluent  resulting  directly  from  refinery  and 
petrochemical  industry  operations  there  would  be  the  effluent  dis- 
posal arising  from  the  population  attributable  to  this  industry  in 
lower  Delaware. 

This  brief  presentation  gives  some  idea  of  the  serious  magnitude 
of  landside  impacts  to  be  expected  in  Delaware  from  a  deepwater 
port  in  Delaware  Bay  or  offshore  in  the  Atlantic,  near  Delaware. 

The  corps'  own  words  taken  from  its  "Summary  of  Environmental 
Considerations"  neatly  summarizes  what  Delaware  can  expect  as  a 
consequence  of  the  deepwater  port. 

The  corps  says. 

Just  as  important  (as  port  environmental  impacts),  perhaps  more 
important,  is  the  impact  upon  the  general  character  of  a  given  area  as  it 
changes  from  undeveloped  to  industrialized.***    (Page  15). 

Speaking  of  the  impact  on  Cumberland  and  Cape  May  Counties, 
in  New  Jersey,  the  corps  states  that  they  will  take  on  the  character 
of  industrialized  Middlesex  County  today. 

Applying  the  same  reasoning  to  Delaware,  substitute  Kent  and 
Sussex  Counties  and  industrialized  Xew  Castle  County  in  this  state- 
ment, and  you  get  a  picture  of  what  the  two  southern  Delaware 
counties  can  expect  to  become  within  a  generation.  Lower  Delaware 
could  become  a  highly  industrialized,  polluted  urban  complex  simi- 
lar to  Marcus  Hook,  Pa.,  or  the  Bayonne-Cartaret  area  of  north- 
eastern New  Jersey. 

State  regulation  of  petroleum  conveyance:  The  Delaware  Valley 
area  is  presently  not  served  by  any  pipelines  for  crude  oil  transpor- 
tation, nor  by  rail  tank  cars  or  tank  trucks  used  for  crude  oil  ship- 
ments due  to  their  higher  cost  over  tanker  shipment.  The  area  is 
served  by  pipeline  delivering  refined  products. 

The  State  of  Delaware  is  considerably  concerned  over  pipeline 
location  and  regulation,  especially  in  regard  to  their  operation  and 
maintenance.  Of  particular  concern  are  pipelines  of  any  kind,  which 
run  underwater  or  through  wetlands.  There  have  been  incidents  in- 
volving pipeline  breaks  which  possibly  could  have  been  avoided  if 
there  had  been  adequate  regulations  and  inspections. 

In  this  regard,  I  have  proposed  regulation  that  provides  strong 
regulations  to  provide  for  State  regulation  and  monitoring  of  inter- 
state pipelines. 

Superport  proposals  involving  pipelines  and  related  storage  op- 
erations in  Delaware's  coastal  zone  would  be  prohibited  based  on  a 


436 

decision  by  the  State  of  Delaware  on  a  pipeline  company  applica- 
tion under  terms  of  our  Coastal  Zone  Act.  The  result  of  this  decision 
is  to  prevent  any  deepwater  port  proposals  which  depend  on  a  pipe- 
line and  storage  facilities  in  Delaware's  coastal  zone. 

In  addition,  the  State  of  Delaware  intends  to  exercise  the  authority 
to  review  and  comment  on  both  crude  and  refined  product  pipelines 
in  Delaware,  outside  of  the  coastal  zone,  which  pass  through  the 
State  between  points  outside  of  Delaware. 

In  terms  of  offshore  oil  transfer  operations,  since  the  beginning  of 
lightering  in  the  Lower  Delaware  Bay  over  10  years  ago,  no  major 
oil  spills  have  occurred  which  are  directly  attributable  to  that  op- 
eration. 

Nevertheless,  the  probability  of  spills  from  collisions  and  ground- 
ing of  tankers  and  lighters,  or  from  operational  malfunctions  and 
accidents  is  of  grave  concern  to  us.  There  is  no  denying  that  oil  spill- 
age will  occur  in  the  vicinity  of  oil  operations,  and  that  such  spill- 
age will  be  detrimental  to  marine  life  and  recreational  values  of  the 
shoreline. 

Each  year,  approximately  300  million  or  more  barrels  of  crude 
oil  are  shipped  by  tanker,  lighter  or  barge  via  the  Delaware  River 
and  Bay  to  oil  refineries  in  Delaware,  Pennsylvania,  and  New  Jersey. 

Delaware  intends  to  take  strong  regulatory  measures  to  control 
those  operations,  and  to  prevent  spills.  \Vhile  we  recognize  that  light- 
ering operations  are  themselves  not  desirable  in  the  context  of  pro- 
tecting our  vital  natural  coastal  resources,  we  accept  the  necessity 
for  such  operations. 

We  intend,  however,  to  provide  strict  operational  regulations,  pro- 
cedures for  fixing  of  damages  and  for  provision  of  an  emergency 
clean-up  fund  and  the  establishment  of  boats,  personnel,  and  equip- 
ment as  needed  to  monitor  conveyances,  barging  or  lightering  opera- 
tions within  the  limits  of  our  waters  through  State  legislation. 

I  hope  that  the  Congress  will  recognize  the  States'  interests  in  and 
authority  to  regulate  oil  transfer  and  conveyance  in  order  that  Dela- 
ware and  the  other  States  will  have  the  clearly  recognized  means  to 
protect  themselves  against  the  harmful  consequences  of  oil  spills. 

I  further  hope  that  the  Congress  will  enact  such  necessary  Federal 
laws  as  to  clearly  establish  the  responsibility  for  those  who  cause 
oil  spill  damage  to  pay  for  all  clean-up  and  damage  costs.  I  believe 
the  way  the  law  is  now,  the  burden  is  upon  those  who  suffer  oil 
pollution  damages  to  take  legal  action  to  identify  the  polluter  and  to 
attempt  to  collect  for  damages  suffered. 

Right  of  State  review  and  veto  of  superport  plans:  In  addition 
to  regulation  of  petroleum  conveyance,  I  believe  it  is  essential  that 
States  have  the  right  of  review  of  plans  for  all  types  of  superports 
at  an  early  stage  in  the  planning  process  prior  to  any  firm  commit- 
ment to  project  construction.  This  review  process  should  be  manda- 
tory, and  should  apply  to  all  superport  projects  that  can  vitally 
affect  the  environment,  natural  resources,  economy,  or  public  welfare 
of  a  State  whether  or  not  the  superport  will  be  physically  located 
within  that  State. 

Criteria  for  determining  when  a  State's  vital  interests  will  be  af- 
fected by  a  superport  outside  of  its  State  boundaries  should  be  part 
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of  the  law  establishing  this  right  of  State  review.  Such  a  law  must 
also  include  a  provision  that  no  superport  construction  may  be  ini- 
tiated prior  to  completion  of  this  State  review,  and  a  reasonable 
time  frame  for  that  review  must  be  established.  These  provisions 
should  be  incorporated  in  H.R.  5091  and  in  H.R.  5898. 

State  recommendations  for  superport  plan  changes  and  for  design 
and  operational  measures  to  eliminate  or  minimize  pollution  hazards 
must  be  taken  into  account — this  should  be  a  mandatory  requirement 
prior  to  the  issuance  of  any  Federal  permits  or  to  the  expenditure 
of  any  Federal  support  funds  for  a  superport  and  its  ancillary  fa- 
cilities. 

In  addition  to  the  authority  to  review  superport  plans,  States  must 
have  the  right  to  prevent  construction  of  any  superport,  whether  or 
not  it  is  located  within  State  boundaries,  that  will  probably  be 
severely  and  irreversibly  harmful  to  the  natural  and  cultural  environ- 
ment and  the  right  of  the  people  to  a  healthy  and  happy  life. 

Superports  in  the  larger  context  of  a  national  energy  policy: 
While  the  question  of  a  superport  for  petroleum  operations  in  or  near 
Delaware  is  of  immediate  concern,  I  think  it  is  important  to  note 
that  superports  and  the  importation  of  petroleum  are  simply  part 
of  a  much  larger  problem;  that  problem  is  the  one  of  energyuse 
and  the  need  for  a  national  energy  policy. 

I  hope  that  the  Congress  and  the  administration  will  take  meas- 
ures to  establish  such  a  national  energy  policy  that  will  provide 
priorities  and  guidelines  for  public  agencies  and  private  interests, 
and  will  be  broadly  encompassing  to  include  research  on  such  as 
solar,  wind,  tidal,  and  geothermal  energy  sources  as  well  as  fossil 
fuels  and  atomic  power,  and  to  include  policies  to  maximize  efficiency 
of  energy  production,  transmission  and  consumption  . 

If  the  Congress  does  take  action  on  a  national  energy  policy,  I 
think  that  it  may  well  question  a  policy  of  increasing  reliance  on 
petroleum  sources  in  politically  unstable  foreign  land  far  removed 
from  the  United  States,  and  may  wish  to  encourage  utilization  of 
alternative  energy  sources  within  our  national  boundaries. 

"With  regard  to  H.R.  5091, 1  would  offer  several  changes  that  would 
make  the  bill  more  acceptable  to  Delaware : 

1.  Section  402(2)  [page  2,  line  13].  An  addition  should  be  made 
so  that  the  line  reads :  "*  *  *  to  prevent  damage  to  offshore  coastal 
waters  and  nearby  land  of  *  *  *" 

2.  Section  402 (b)  [page  3,  lines  17-20].  Lines  17  to  20  should  be 
deleted  so  that  all  structures  are  regulated  by  and  subject  to  the  act. 

3.  Section  403(a)  [page  4,  line  14].  Add:  "The  Secretary  shall 
not  certify  the  construction  or  operation  of  a  structure  without  prior 
approval  of  the  proiect  by  all  appropriate  State  and  local  govern- 
ments pursuant  to  State  and  local  laws  and  regulations." 

4.  Section  403(c)  [page  6,  line  14].  Add  a  new  "(9)  The  develop- 
mental and  land  use  implications  of  such  structures  on  nearby  land." 

5.  Section  404(a)  [page  6,  line  25].  "*  *  *  cost,  and  shall  be  trans- 
mitted automatically,  at  no  cost,  to  affected  State  governments,  un- 
less such  information  may  *  *  *" 

With  regard  to  H.R.  5898,  which  we  would  support  if  H.R.  5091 
cannot  be  passed,  I  would  suggest  the  following  additions : 
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1.  Section  1301(a)  [page  2,  line  4].  "*  *  *  prescribe.  The  Secre- 
tary shall  not  grant  a  permit  under  this  section  without  prior  ap- 
proval of  the  project  by  all  appropriate  State  and  local  governments 
pursuant  to  State  and  local  laws  and  regulations." 

2.  Section  1301(b)(2)  [page  2,  line  11].  Add:  *  *  *  facility,  in- 
cluding the  developmental  and  land  use  implications  of  such  port  or 
terminal  facility." 

_  In  conclusion,  I  wish  to  emphasize  that  the  best  superport  loca- 
tion, from  Delaware's  viewpoint,  would  be  somewhere  far  removed 
from  our  shores. 

I  thank  you,  Madam  Chairman,  and  members  of  the  committee 
for  this  opportunity  to  present  Delaware's  views  on  the  legislation 
in  question. 

The  Chairman.  Thank  you  very  much. 

Now,  I  will  call  upon  Senator  Lionel  W.  Noonan,  chairman,  and 
Dr.  John  E.  Moeller,  executive  director,  Ameraport  Corp.,  State  of 
Alabama. 

Do  both  you  and  Mr.  Moeller  have  statements? 

STATEMENT  OF  STATE  SENATOR  LIONEL  W.  NOONAN,  CHAIRMAN, 
AMERAPORT  CORP.;  ACCOMPANIED  BY  DR.  JOHN  E.  MOELLER, 
EXECUTIVE  DIRECTOR,  AMERAPORT  CORP.,  STATE  OF  ALABAMA 

Senator  Noonan.  We  do.  Madam  Chairman. 

The  Chairman.  Senator  Noonan,  Avould  you  start,  please  ? 

Senator  Noonan.  Madam  Chairman  and  distinguished  members 
of  the  committee,  I  would  like  to  express  appreciation  on  behalf  of 
Governor  Wallace  for  the  kind  invitation  to  attend  this  hearing,  and 
to  also  express  my  appreciation  for  representing  the  Governor  at 
this  meeting. 

Dr.  Moeller,  in  those  areas  that  I  feel  unqualified  to  answer  any 
questions  in  a  few  moments,  I  will  defer  those  particular  questions, 
more  technical  questions,  to  Dr.  Moeller. 

Before  giving  the  Governor's  statement,  I  would  like  to  also  enter 
into  the  record  some  background  remarks  based  on  my  own  experi- 
ence with  Ameraport  Corp. 

The  Chairman.  You  may. 

Senator  Noonan.  Thank  you,  Madam  Chairman. 

Fourteen  months  ago  Alabama  was  somewhat  suprised  at  the 
limited  attention  given  to  the  east  gulf  by  various  consultant  firms 
to  determine  the  feasibility  of  locating  a  deepwater  port  facility  in 
the  eastern  Gulf  of  Mexico. 

It  determined  to  be  feasible,  an  east  gulf  location,  and  the  Amera- 
port concept  was  later  conceived  to  focus  on  considerations  on  the 
east  Gulf  of  Mexico. 

Ameraport  is  a  multiregional  in  scope,  and  geographically  has  as 
a  point  of  entry,  the  east  gulf,  of  three  tier  States,  which  "expands 
to  23  States  from  the  Gulf  of  Mexico  to  Canada. 

The  Ameraport  concept  Avas  patterned  after  Europort  at  Rotter- 
dam. It  is  not  mutually  exclusive.  Rather  we  foresee  the  monobuoy 
and  cluster  buoy  systems  and  the  later  prototype  superport  for  han- 
dling dry  bulk  items  at  several  locations  in  the  Gulf  of  Mexico,  such 
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as  at  Freeport,  Texas,  Grand  Isle  off  Bayou  LaFource,  and  off  the 
Mississippi  coastline  south  of  Petite  Boise  Isle. 

Ameraport  has  emphasized  environmental,  geological,  hydrologi- 
cal,  socioeconomic,  transportation,  and  international  legal  implica- 
tion research. 

As  a  matter  of  fact,  a  year  ago  the  Ameraport  task  force  of  Ala- 
bama broke  its  task  force  down  into  some  10  districts  in  the  State, 
undertook  its  own  independent  drive  from  various  individuals  in  the 
areas  of  the  environment,  the  areas  of  business  and  labor,  et  cetera. 

Six  months  later  we  were  able  to  secure  some  $351,000,  contributed 
by  in  excess  of  800  individuals  in  the  State  of  Alabama. 

We  subsequently  joined  with  ^Mississippi  and  Tennessee  in  develop- 
ing the  Ameraport  Council. 

Madam  Chairman  and  distinguished  members  of  the  committee, 
I  would  like  now  to  read  the  Governor's  statement,  if  I  may. 

The  state  of  Alabama  is  pleased  to  have  this  opportunity  to  present  its 
views  on  the  proposed  bills  H.R.  5091  and  H.R.  5898  presently  under  con- 
sideration by   this  Committee. 

Referring  specifically  to  Section  ^103,  Section  c,  Subparagraphs  1  through  8, 
we  are  in  complete  agreement  that  the  factors  as  enumerated  must  certainly 
be  taken  into  consideration  for  any  permit  that  might  be  granted,  and  to 
this  end  the  AMERAPORT  Council  and  the  AMERAPORT  CiJrporation  have 
directed  their  efforts  to  specifically  identify  these  elements  and  specific  re- 
ference is  made  to  that  part  of  the  AMERAPORT  Council  Preliminary 
Study  dated  December  15,  1972,  beginning  at  Page  1  of  the  supplement 
chapter  entitled,  "The  Ecological  Impact  of  a  Deepwater  Port  in  the  North- 
eastern Gulf  of  Mexico." 

I  believe  each  of  the  members  have  this  study  before  them. 

The  next  area  of  concern  and  study  was  the  hydrography  of  the  East 
Louisiana-Mississippi-Alabama  Continental  Shelf  and  its  effect  on  any 
possible  spill.  Data  is  contained  in  pages  9-18  of  supplement  referenced 
study.  The  summary  regarding  actual  site  location  is  contained  on  Page  19 
of  the  supplement.  Reference  and  data  sources  together  with  supporting 
tables  to  support  the  statements  previously  referenced  are  found  beginning 
on  supplement  page  20  and  continue  through  the  supplement  and  appendices 
to  the  Preliminary   Study. 

It  is,  however,  our  considered  opinion  that  to  best  assist  in  solving  the 
various  problems  connected  with  deepwater  terminals,  VLCC's  and  other 
operations  on  the  Outer  Continental  Shelf,  that  the  Department  of  Interior, 
because  of  its  already  existing  involvement  in  management  of  drilling  on 
the  Outer  Continental  Shelf  would  be  the  better  agency  to  serve  as  the  permit 
authority.  This  is  not  to  demean  the  role  of  the  other  agencies  who  specifi- 
cally have  an  interest  in  and  a  concern  with  areas  that  would  normally  fall 
under  their  respective  jurisdictions,  and  these  agencies  should  have  a  voice 
in  the  permit  granting  process,  but  it  is  our  recommendation  that  they 
serve  as  advisors  or  consultants  rather  than  as  the  final  authority,  using 
Interior  as  the  coordinating  body  and  clearing  house. 

The  proposed  liill,  in  our  opinion,  does  in  effect  make  provision  for  consul- 
tation with  other  interested  agencies  such  as  the  Department  of  Transporta- 
tion, EPA,  as  well  as  other  Federal,  State  and  local  offices  who  might  appear 
to  have  an  interest  in  the  matter. 

While,  in  effect,  under  Section  403(d),  this  feature  is  covered,  it  still 
remains  our  considered  opinion  tht  the  Department  of  the  Interior,  because 
of  its  already  established  responsibility  concerning  the  Outer  Continental 
Shelf  activities  would  be  better  suited  to  perform  this  function. 

AMERAPORT  fully  supports  the  need  to  provide  an  affirmative  course  of 
action  to  determine  the  environmental  effects  of  a  deepwater  terminal  both 
on  the  offshore  portion  of  the  facility   as  well   as  the  anticipated  industrial 
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development  activities  onshore  which  would  naturally  result  from  the 
location  of  a  deepwater  terminal. 

That  portion  of  Section  403  that  relates  to  a  two-year  lead  time  before 
a  permit  can  be  granted  is,  in  our  opinion,  likely  to  work  severe  hardships 
and  is  believed  unrealistic.  There  is  currently  available  throughout  the 
world  technical  data,  construction  data,  and  operational  data  concerning 
deepwater  terminals,  and  it  is  our  understanding  that  there  are  approxi- 
mately 150  such  terminals  in  operation  at  this  particular  time. 

To  impose  a  two-year  study  period  of  plans  will  place  an  unreasonable 
burden  and  delay  on  those  who  are  attempting  to  solve  the  energy  ci-isis  via 
the  use  of  VLCC's  and  deepwater  terminals. 

In  effect,  what  this  will  amount  to  is  that  we  will  be  forced  to  use 
conventional  sized  tankers  in  ever  increasing  numbers,  thus  increasing  the 
opportunities  for  collision  and  spills  far  beyond  that  which  might  be  antici- 
pated by  use  of  a  deepwater  terminal. 

Harbor  congestion  which  will  result  from  the  increased  importation  of 
foreign  crude  in  conventional  sized  tankers  is  indeed  a  frightening  prospect. 

In  addition,  the  ultimate  cost  to  the  consumer  in  terms  of  added  trans- 
portation costs  by  the  use  of  conventional  sized  tankers  would  cause  the 
consumer  to  pay  more  for  gasoline,  heating  oil,  et  cetera,  than  he  normally 
would  if  the  economy   of  large  scale   transportation   were   used. 

For  example,  in  the  Eastern  Gulf  area  studies  indicate  that  a  500,000 
barrel  a  day  throughput  would  be  economically  sound  and  would  .iustify  a 
deepwater  terminal,  however,  it  is  anticipated  that  the  demand  for  imported 
crude  in  the  Eastern  Gulf  area  would  approximate  1.2  to  1.6  million  barrels 
a  day  in  approximately  the  year  1980. 

In  addition,  the  capacities  of  the  AMERAPORT  location  to  serve  as  a 
transfer  point  via  pipeline  to  inland  refineries  woiild  permit  an  additional 
1.5  million  barrels  a  day  throughput  of  crude  for  a  total  potential  terminal 
capacity  of  three  million  barrels  a  day. 

Detailed  economic  studies  indicate  that  a  deepwater  terminal  located  off 
the  Alabama-Mississippi  Coast  would  provide  the  opportunity  for  the  location 
of  additional  refinery  capacity  in  the  Alabama-Mississippi  area  which  would 
then  permit  the  shipment  of  finished  products  to  the  East  Coast  vis-a-vis. 
New  York-Philadelphia  area,  at  a  minimum  transportation  cost  to  the 
consumer. 

In  conclusion,  therefore,  may  I  say  that  we  support  the  intent  of  this 
bill  as  reflected  in  Items  1-8  under  Section  ^03 (c)  and  we  do  not  support 
that  part  of  Section  403(b)  imposing  a  two-year  study  period,  and  would 
like  to  further  suggest  that  the  Committee  give  strong  consideration  to 
placing  this  responsibility  in  the  Department  of  the  Interior. 

This  concludes  the  Governor's  statement. 

I  have  one  or  two  separate  supplemental  remarks.  Madam  Chair- 
man. 

The  Chairman.  All  right,  if  they  are  short,  we  can  have  you  make 
them,  sir. 

Senator  Noonan.  They  are  mere  references. 

I  would  like  to  first  refer  the  committee's  attention  to  a  recent 
report  of  the  U.S.  Corps  of  Engineers  delivered  at  public  hearings 
in  Mobile,  Tampa,  New  Orleans,  and  Galveston  on  May  24  through 
27,  in  which  thev  evaluated  the  economic  transportation  throughput 
costs  of  the  offshore  deepwater  port  facilitv  at  some  15  locations  in 
the  Gulf  of  Mexico. 

The  lowest  cost  was  a  cost  determined  to  be  a  cost  combination  of 
three  site  locations. 

This  combination  site  location  was  identified  as  Freeport,  Tex., 
Grand  Isle  off  Bavou  LaFourche,  La.,  and  the  Mobile-Pascagoula 
area  off  Petit-Bav  Isle  with  a  savings  of  some  7.34  cents  per  barrel. 

I  would  also  like  to  refer  the  committee's  attention  to  a  comparison, 
statistical  and  tabular  comparison,  prepared  for  Ameraport  Corp. 
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by  Battelle  Research  Laboratories,  indicating  the  crude  and  petroleum 
transshipment  costs  in  the  Gulf  tier  States,  in  PAD  3  to  the  Atlantic 
Coast  States  in  PAD  4,  the  total  cost  of  transshipment  of  a  barrel 
of  oil  from  the  Ameraport  area  through  a  location  here  at  Linden, 
N.J.,  in  the  Ameraport  area  would  cost  $1.36,  from  the  Louisiana 
location,  $1.41,  from  the  Texas  location,  $1.45. 

The  cost  of  transshipment  for  refined  oil  in  PAD  1  to  the  various 
populous  locations  in  the  vicinity  of  Linden,  X.J.,  would  show  a 
savings  of  one-half  a  cent  per  gallon  if  the  refineries  were  located 
in  the  vicinity  of  Linden,  N.J.,  over  the  Ameraport  Louisiana  and 
Texas  locations. 

We  have  the  tabular  form  to  show  the  economic  transportation 
throughput,  and  would  like  to  submit  this  at  a  later  date. 

The  CiiAiRMAX.  It  is  not  in  the  report  ? 

Mr.  NooxAN.  No. 

The  Chairman.  Without  objection,  if  you  will  submit  it  at  a  later 
date,  it  will  be  made  part  of  the  record. 

Mr.  XooxAx.  I  will  do  so. 

[The  information  had  not  been  received  by  the  time  this  hearing 
went  to  press.] 

The  Chairmax.  Now.  Dr.  INIoeller,  would  j^ou  give  us  your  state- 
ment ? 

I  notice  you  have  a  lot  of  supportive  statements  and  so  forth 
that  we  can  have  the  entire  statement  put  into  the  record  if  you 
would  like,  and  you  can  summarize  your  study. 

Mr.  ]\IoELLER.  Yes,  ma'am. 

Thank  you,  INIadam  Chairman  and  distinguished  members  of  the 
committee. 

I  will  attempt  to  make  my  remarks  very  brief  and  would  like 
to  suggest,  as  the  chairman  has,  that  the  study  identified  as  the 
Ameraport  Interim  Study  of  the  Ameraport  Research  Team  in  the 
Alabama-Mississippi  Ameraport  Preliminary  Study,  dated  December 
15,  1972,  and  the  Ameraport  Corp.  Progress  Report,  dated  June  1, 
1973,  which  I  have  furnished  to  the  committee,  be  made  a  part  of 
the  record. 

The  Chairmax.  Without  objection,  it  will  be  done. 

[The  documents  referred  to  follows :] 

Statement  of  The  Ameraport  Corp. 

The  State  of  Alabama  is  pleased  to  have  this  opportunity  to  present  its 
views  on  the  proposed  bills  H.R.  5091  and  H.R.  5898  presently  under  con- 
sideration by  this  Committee. 

Referring  specifically  to  Section  ^03,  Section  c,  Subparagraphs  1  through  8, 
we  are  in  complete  agreement  that  the  factors  as  enumerated  must  certainly 
be  taken  into  consideration  for  any  permit  that  might  be  granted,  and  to 
this  end  the  Ameraport  Council  and  the  Ameraport  Corporation  have  directed 
their  efforts  to  specifically  identify  these  elements  and  specific  reference 
is  made  to  that  part  of  the  Ameraport  Council  Preliminary  Study  dated 
Deceml)er  15,  1972,  beginning  on  Page  1  of  the  chapter  entitled.  "The  Ecolo- 
gical Impact  of  a  Deepwater  Port  in  the  Nortlieastern  Gulf  of  Mexico". 

The  next  area  of  concern  and  study  was  the  Hydrography  of  the  East 
Louisiana-:\Iississippi-Alabama  Continental  Shelf  and  its  effect  on  any 
possible  spill.  Data  is  contained  in  Pages  9-] 8  of  the  referenced  study.  The 
summary  regarding  actual  site  location  is  contained  on  Page  19.  References 
and  data   .sources   together  with  supporting  tables  to  support  the  statements 
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previously  referenced  are  found  beginning  on  Page  20  and  continuing  througli 
the  supplement  and  appendices  to  the  I'reliminary  Study. 

It  is,  however,  our  considered  opinion  that  to  best  "assist  in  solving  the 
various  problems  coimected  with  deepwater  terminals,  ^XCC-s  and  other 
operations  on  the  Outer  Continental  Whelf,  that  the  Department  of  Interior 
because  of  its  already  existing  involvement  in  management  of  drilling  on 
the  Outer  Continental  Shelf  would  be  the  better  agencv  to  serve  as  the 
permit  authority.  Tliis  is  not  to  demean  a  concern  with'  areas  that  would 
normally  fall  under  their  respective  jurisdictions  and  these  agencies  should 
have  a  voice  m  the  permit  granting  process,  but  it  is  our  recommendation 
tliat  they  serve  as  advisors  or  consultants  ratlier  than  as  the  final  authoritv 
I  he  proposed  bill  in  our  opinion,  does  in  effect  make  provision  for  consu'l- 
tation  with  other  interested  agencies  such  as  the  Department  of  Transporta- 
tion, EI  A,  as  well  as  other  Federal,  State  and  local  offices  who  might  appear 
to  have  an  interest  in  the  matter.  While,  in  effect,  under  Section  403{a) 
this  feature  is  covered,  it  still  remains  our  considered  opinion  that  the 
Department  of  the  Interior,  because  of  ifs  already  established  responsibility 
concerning  the  Outer  Continental  Shelf  activities  would  be  better  suited  to 
perform  this  function. 

Ameraport  fully  supports  the  need  to  provide  an  affirmative  course  of 
action  to  determine  the  environmental  effects  of  a  deepwater  terminal  both 
on  the  offshore  portion  of  the  facility  as  well  as  the  anticipated  industrial 
development  activities  on-shore  which  would  naturallv  result  from  the  location 
of  a  deepwater  terminal. 

That  portion  of  Section  403  that  relates  to  a  two-year  lead  time  before  a 
permit  can  be  granted  is,  in  our  opinion,  likely  to  work  severe  hardships 
and  is  believed  unrealistic.  There  is  currently  available  throughout  the  world 
technical  data,  construction  data,  and  operational  data  concerning  deepwater 
terminals  and  it  is  our  understanding  that  there  are  approximately  150  such 
terminals  in  operation  at  this  particular  time.  To  impose  a  two-year  ntudy 
period  of  plans  will  place  an  unreasonable  burden  and  delav  on  "those  who 
are  attempting  to  solve  the  energy  crisis  via  the  use  of  YLCC's  and  deep- 
water  terminals.  In  effect,  what  this  will  amount  to  is  that  we  will  be 
forced  to  use  conventional  sized  tankers  in  ever  increasing  numbers,  thus 
increasing  the  opportunities  for  collision  and  spills  far  beyond  that  which 
might  be  anticipated  by  use  of  a  deepwater  terminal.  Harbor  congestion 
Avhich  will  result  from  the  increased  importation  of  foreign  crude  in  conven- 
tional sized  tankers  is  indeed  a  frightening  prospect.  In  addition,  the  ultimate 
cost  to  the  consumer  in  terms  of  added  transportation  costs  by  the  use  of 
conventional  sized  tankers  would  cause  the  consumer  to  pay  more  for 
gasoline,  heating  oil,  etc.,  than  he  normally  would  if  the  economy  of  large 
scale  transportation  were  used. 

For  example,  in  tlie  Eastern  Gulf  area  studies  indicate  that  a  500,000 
barrel  a  day  throughput  would  be  economically  sound  and  would  justify  a 
deepwater  terminal,  however,  it  is  anticipated  that  the  demand  for  imported 
crude  in  the  Eastern  Gulf  area  would  approximate  1.2  to  1.6  million  barrels 
a  day  in  approximately  the  year  19S0.  In  addition,  tlie  capacities  of  the 
Ameraport  location  to  serve  as  a  transfer  point  via  pipeline  to  inland  re- 
fineries would  permit  an  additional  1.5  million  barrels  a  day  throughput  of 
crude  for  a  total  potential  terminal  capacity  of  3  million  barrels  a  day. 

Detailed  economic  studies  indicate  that  a  deepwater  terminal  located  off 
the  Alabama-Mississippi  coast  wouVl  provide  the  opportunity  for  the  location 
of  additional  refinery  capacity  in  the  Alaltama-:Mississippi  area  which  would 
then  permit  the  shipment  of  finished  products  to  the  East  Coast  vis-a-vis. 
New  York-Philadelphia  area,  at  a  minimum  transportation  cost  to  the 
consumer. 

In  conclusion  therefore,  may  I  say  that  we  support  the  intent  of  this  bill 
as  reflected  in  Items  1-S  under  Section  403(c)  and  we  do  not  support  that 
part  of  Section  403(b)  imposing  a  two-year  study  period  and  would  like  to 
further  suggest  that  tlie  Committee  give  strong  consideration  to  placing  thi.s 
responsibility  in  the  Department  of  the  Interior. 
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Appendix 

Part   I. — Legal   Questions   and    Implications    Concerning   the    East    Gulf 

Superport 

introduction 

Without  knowing  the  manner  of  creation,  the  mode  of  operation,  or  the 
variety  of  functions  of  the  offshore  port,  its  distance  from  the  shore  or 
whether  it  will  be  a  private  or  public  facility,  it  is  ditlicult  to  forecast  the 
types  of  legal  complications  which  will  develop  as  a  result  of  the  port's 
unique  geographic  setting.  However,  the  nature  of  the  proposal  indicates 
certain  areas  which  will  have  the  greatest  probability  of  occurrence  as  far 
as  legal  implications  are  concerned.  These  areas  of  law  are  enumerated 
below. 

The  first  prolilem  area  deals  with  International  Law.  Here  the  concern  is 
that  customary  international  law  and  treaties  may  limit  in  various  ways 
the  siting  and  method  of  operation  of  the  proposed  Superport.  The  balance 
of  this  memo  is  largely  concerned   with  this  problem   area. 

The  second  problem  area  deals  with  Federal  Legislation  and  administra- 
tive regulations.  This  includes  the  Outer  Continental  Shelf  Act  of  1953  and 
a  large  variety  of  federal  law  and  regulations  concerning  the  operations  of 
the  port.  (Labor  Law,  Workmen's  Compensation,  Maritime  Law.  Customs. 
Safety  Legislation,  Pollution,  etc.). 

The  third  problem  area  concerns  state  law  and  administration  which  may 
be  applicable  to  port  operations,  such  as  police  jurisdiction. 

The  fourth  area  deals  with  law  yet-to-be-created  to  regulate  and  govern 
the  operation  of  the  Superport.  Such  law  will  be  formulated  by  both  federal 
and  state  authorities  in  cooperation.  In  form,  it  may  be  federal  law  with  a 
large  imput  from  the  authorities  of  the  adjacent  state,  or  it  may  be  state 
law  formulated  with  the  guidance  of  federal  authorities  and  enacted  by  the 
state  legislature.  It  can  readily  be  seen  that  much  importance  must  be 
team  of  federal  officials  representing  the  Department  of  Defense,  Justice, 
attached  to  the  legal  facets  in  the  practicing  day-to-day  liaison  between  a 
Lalior,  Treasury,  State  and  representatives  of  the  State"  of  Alabama  in  tlie 
planning  stages  of  this  venture. 

The  following  di.scussion  should  in  no  way  be  construed  as  either  being 
complete  or  compreliensive  but  are  those  items  which  appear  most  likely 
to  require  some  form  of  resolution.  A  partial  identification  of  the  areas  of 
Federal  concern  would  be  as  follows:  Federal — customs  duties,  pollution, 
intercoastal  shipping,  general  Federal  ^Maritime  law,  and  an  indepth  study 
of  the  various  administrative  bodies  together  with  their  regulations  that 
might  be  involved.  State  law  would  involve,  among  other  things,  the  general 
tort,  contract  law  of  the  state  but  should  not  be  confined  to  the  State  of 
Alabama  but  should  include  Louisiana,  Mississippi  and  Florida.  This  together 
with  the  various  administrative  bodies  established  by  these  various  states 
to  cover  what  miglit  be  purely  domestic  transactions,  lint  which  could  possibly 
be  applicable  to  tlie  offsliore  operations. 

It  is  tliought  tliat  a  possible  historical  development  of  interest  of  the 
offshore  areas  would  prove  helpful  in  understanding  the  development  of  the 
problems  because  it  appears  that  there  are  at  least  tliree  distinct  stages  of 
development.  One.  before  ]9,o3  wliicli  miglit  be  identified  as  the  immediate 
post  war  era  and  governed  primarily  by  the  Truman  doctrine.  The  second 
stage  would  be  1953  until  1950.  This  period  of  time  is  significant  because 
the  year  brought  about  the  Federal  Legislation  of  the  subject  matter, 
specifically,  the  Outer  Continental  Shelf  Lands  Act  of  1953.  In  1956  the 
problem  of  use  and  utilization  of  the  Constinental  Shelf  became  the  subject 
of   international   conferences   which    resulted    in   .several    conventions   and   pro- 
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tocols  and  which  were  finally  ratified  and  became  effective  in  1964.  We 
therefore  have  a  twilight  zone  between  1956  and  1964  and  from  1964  until 
the  present,  we  have  the  problem  of  a  conflict  or  a  possible  conflict  between 
international  law  as  determined  by  these  conventions  and  the  various  laws 
of  the  United  States.  It  is  a  well  accepted  practice  of  international  law 
and  United  States  law  that  any  conflicts  between  United  States  law  and 
conventions  or  protocols  to  which  the  United  States  is  a  signatory  that  the 
international  convention  or  protocol  must  be  determinant  of  the  principles 
involved. 

Again,  without  attempting  to  be  absolute  in  this  matter,  but  merely 
attempting  to  indicate  the  general  areas  of  concern,  we  break  this  problem 
down  into  the  following  areas :  international  law  per  se ;  United  States  law 
per  se ;  the  necessity  for  resolution  of  differences  in  United  States  law  and 
international  law ;  and  flnally  the  applicable  state  law  that  might  be  pertinent 
as  a  result  of  the  provisions  of  the  Outer  Continental  Shelf  Lands  Act  which, 
by  possible  interpretation,  would  indicate  that  the  laws  of  the  adjacent  states 
would  govern  what  would  amount  to  support  of  services. 

Part  II. — The  Status  of  Offshore  Areas  Before  1953 

The  Truman  Proclamation  1945.  President  Truman  issued  a  proclamation 
in  1945  stating  that  the  United  States  regarded  the  natural  resources  of  the 
seabed  and  subsoil  of  its  continental  shelf  as  appertaining  to  the  United 
States  and  therefore,  subject  to  its  jurisdiction  and  control.  It  would  be 
well  at  this  time  to  identify  the  continental  shelf  as  "generally,  submerged 
land  which  is  contiguous  to  the  continent  and  which  is  covered  by  no  more 
than  one  hundred  fathoms,  600  feet,  or  200  meters  of  water."  While  this 
is  a  presidential  proclamation  and  as  such  can  not  amend  any  pre-existing 
statute,  and  which  by  its  own  terms  was  limited  in  territorial  application. 
Therefore,  up  to  1953  it  can  be  said  with  assurance  there  was  not  a  basis 
for  treating  the  continental  shelf  as  being  within  the  geographic  United 
States  for  domestic  law  purposes  absent  a  specific  statute  to  the  contrary. 

Part  III. — Status  Offshore  Areas  Under  1953  Legislation 

The  Outer  Continental  Shelf  Lands  Act  1953.  Section  4  of  this  bill  (laws 
applicable  to  outer  continental  shelf)  enxnnerated  those  Federal  Laws  which 
were  to  apply  to  continental  shelf  activities  and  how  they  were  to  apply. 
For  example,  structures  on  the  continental  shelf  were  to  be  treated  as  U.S. 
vessels  on  the  high  seas  for  purposes  for  punishing  offenses  committed 
thereon  or  determining  whether  acts  occurring  on  such  structures  constituted 
offenses  under  Federal  Law  governing  U.S.  vessels.  With  respect  to  the 
Customs  Laws  the  l)ill  provided  : 

No  merchandise  of  foreign  growth  or  manufacture  shall  be  brought 
upon  any  structure  referred  to  in  subsection  (a)  from  any  foreign  port 
or  place  unless  it  shall  have  been  entered  for  consumption  in  tlie  LTnited 
States  in  accordance  with  the  customs  law  and   regulations. 

This  obviously  had  many  defects  because  for  example,  it  did  not  deal 
with  customs  treatment  for  articles  originating  on  the  Continental  Shelf 
and  brought  directly  to  a  U.S.  port.  In  view  of  the  provisions  treating  goods 
exported  from  the  Shelf  as  goods  exported  from  a  state  of  the  United 
States,  and  more  importantly,  in  view  of  the  tariff  provisions  in  effect  at 
that  time  applying  the  tariff  schedules  only  to  the  importation  to  a  foreign 
country,  such  articles  were  presumably  not  considered  to  be  imported  from 
a  foreign  country. 

The  very  language  of  this  act,  however,  creates  some  problems  for  example, 
the  definition  of  a  port  as  commonly  accepted  is  "ports  consist  of  the 
conjunctions  of  water  and  land  areas  which  ships  enter  for  the  purpose  of 
loading  and  unloading  cargo  and  passengers."  Various  authors  have  written 
that  a  port  is  a  part  of  internal  waters,  and  therefore,  is  as  fully  a  portion 
as  state  territory  as  the  land  itself.  Therefore,  J.  Stark  in  writing  his 
book,  an  Introdurtion  tn  Tvtervafiniuil  Law,  on  page  203  suggests  that  a 
"site  located  on  the  Continental  Shelf  of  the  United  States  could  not  be  a 
port." 
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While  it  is  true  that  the  bill  as  finally  passed  contains  the  following 
provisions : 

The  Constitution  and  laws  and  civil  and  political  jurisdiction  of  the 
United  States  are  hereby  extended  to  tlie  subsoil  and  seabed  of  the 
outer  Continental  Shelf  and  to  all  artificial  islands  and  fixed  structures 
which  may  lie  erected  thereon  for  the  purpose  of  exploring  for,  developing, 
removing,  and  transporting  resources  therefrom,  to  the  same  extent  as  if 
the  outer  Continental  Shelf  were  an  area  of  exclusive  Federal  juris- 
diction located  with  a  State.  . . 
The  effect  of  the  extension  provision  in  Section  4  of  the  OCS  Land  Act 
appears  amliiguous  and  confusing. 

This  fact  was  pointed  out  on  the  Senate  floor  by  Senator  Cordon  who 
described  the  kind  of  substantive  problems  facing  the  committee  in  this 
regard : 

What  Federal  laws  are  applicable:  what  should  apply?  In  what  court, 
where  situated,  does  jurisdiction  lie.  or  where  should  it  be  placed? 
Should  new  Federal  law  l)e  enacted  where  existing  statutes  are  wholly 
Inadequate,  or  should  the  laws  of  abutting  States  be  made  applicable? 
The  necessity  for  answering  these  questions  is  clear  when  we  take 
note  of  the  fact  that  the  full  development  of  the  estimated  values  in 
the  Shelf  area  will  require  the  efforts  and  the  physical  presence  of 
thousands  of  workers  on  fixed  structures  in  the  shelf  area.  Industrial 
accidents,  accidental  death,  peace,  and  order — these  and  many  other 
problems   and    situations    need    and    must    have   legislative    attention. 

Part  IV. — International  Law  of  the  Sea  Convention  on  the  Continental 

Shelf 

In  1956  the  International  Law  Commission  of  the  United  Nations  re- 
commended after  several  years  of  study  that  an  international  conference 
be  called  to  adopt  this  set  of  principles  on  the  law  of  sea.  Two  years  later 
such  a  conference  was  held  in  Geneva  and  produced  four  law  of  the  sea 
conventions  including  the  Convention  on  the  Continental  Shelf.  That  con- 
vention was  signed  on  September  15.  1958.  for  the  ITnited  States.  The 
Senate  gave  its  advice  and  consent  in  ]\Iay  of  1960  and  the  Convention  was 
ratified  by  the  President  in  Marcli  of  the  following  year.  The  Convention 
came  into  force  on  June  10.  1964  after  ratification  by  the  22nd  Nation,  the 
United  Kingdom. 

The  interpretation  of  the  Convention  with  respect  to  the  nature  and 
geographical  scope  of  the  coastal  states  rights  over  submerged  land  can  be 
important  in  the  application  of  customs  laws,  workmen's  compensation  laws, 
general  tort  law  etc.  Since  any  inconsistency  between  its  terms  and  prior 
statutory  law  must  be  resolved  in  favor  of  the  Convention.  The  Construction 
of  a  Resort  or  Scientific  Research  Facility  on  the  Outer  Continental  Shelf 
Supplied  by  Ship  either  from  a  T^.S.  or  Foreign  Port  could  bring  into  focus 
the  Nature  of  the  soA-ereignty  riglits  of  Coastal  Nations  under  the  Convention 
in  relation  to  the  Customs.  Laws,  including  the  Coast  Wise  Trade  Laws. 

In  A'iew  of  the  foregoing  a  review  of  the  possible  interpretations  of  the 
Convention  and  its  relationship  to  domestic  law  is   appropriate. 

/.  f^eaward  Boundary 

The  term  "continental  shelf"  is  defined  in  Article  1  of  the  Convention  on 
the  Continental  Shelf  as :  the  seabed  and  subsoil  of  the  marine  areas  adjacent 
to  the  coast  but  outside  the  area  of  the  territorial  sea,  to  a  depth  of  200 
meters  or,  beyond  that  limit,  to  where  the  depth  of  the  superjacent  waters 
admits  of  the  exploitation  of   the  natural    resources  of  the  said   sea. 

2.  Siorercifjn  Rights 

Article  2  of  the  Convention  recites  that  coastal  states  exercise  sovereign 
rights  over  the  continental  shelf  for  purposes  of  exploring  it  and  exploiting 
its  natural  resources. 

3.  Phi/sical  contact  with  the  Shelf 

There  is  little  question  that  under  the  Convention  the  rights  of  coastal 
states   apply    to   structures   which    rest    on,    or   are    otherwise   attached    to   or 
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physically  connected  with,  the  continental  shelf.  The  same  holds  true  with 
respect  to  vessels  anchored  to  the  shelf,  and  engaged  in  exploration  or 
exploitation  of  shelf  resources.  Such  structures,  vessels  or  attachments  are 
properly  considered  extensions  of  the  shelf.  Consequently,  persons  and 
property  present  on  such  structures,  vessels  or  attachments  and  contrihuting 
to  an  overall  exploration  or  exploitation  enterprise  on  the  shelf  would  be 
subject  to  coastal  state  jurisdiction,  including  tax  and  customs  jurisdiction. 
The  rights  of  coastal  states  with  respect  to  shelf  operations  where  there 
is  no  pliysical  contact  with  the  shelf  poses  a  difficult  problem  of  interpreta- 
tion and  application.  The  Convention  provides  that  the  rights  of  the  coastal 
states  over  shelf  areas  shall  not  affect  the  legal  status  of  the  superjacent 
waters  as  high  .seas  or  that  of  air  space  above  those  waters,  the  suscep- 
tability  of  seismic  survey  operations  for  example  to  coastal  state  jurisdiction 
may  be  open  to  question.  This  problem  must  also  be  considered  in  deter- 
mining the  status  of  the  variety  of  supporting  services  for  Continental  Shelf 
installations.  It  is  possible,  therefore,  that  in  reading  the  Convention  broadly 
it  would  appear  proper  to  conclude  that  as  long  as  there  is  a  real  nexus 
between  a  particular  activity  relating  to  the  Continental  Shelf  and  the 
actual  and  potential  exploitation  of  shelf  resources,  coastal  state  jurisdiction 
will  obtain  whether  or  not  there  is  physical  contact  with  the  shelf.  Problems 
such  as  were  evident  in  the  case  of  Guess  vs.  Read  290  Fed.  2nd  622  (5th 
circuit  1961)  cert,  denied  368  US  957  (1962).  In  this  case  the  court  held 
that  the  state  law  did  not  apply  to  a  factual  situation  involving  an  oil 
worker  killed  in  a  helicopter  crash  into  the  high  seas.  The  decision,  however, 
suggests  that  if  the  helicopter  had  crashed  on  the  drilling  barge  before 
completing  its  take-off,  a  different  result  might  have  been  reached.  This 
example  points  up  the  need  for  resolvement  of  such  areas  as  described  in 
the  introduction  of  the  problems  in  Part  I. 

Part  V. — Problems  of  Support  Services 

The  construction  of  a  facility  to  handle  incoming  bulk  shipments  via  tanker 
will  require  support  services  in  a  form  of  utilities,  such  as  power  plants, 
water  supply,  communications,  sewerage,  firefighting,  housing,  food  service, 
marine  repair,  airport  (with  possible  development  of  SST)  including 
helicopter,  each  one  of  these  services  is  covei-ed  in  domestic  law  by  well 
established  legal  principles  however,  there  seems  to  be  incongruity  in  the 
law  of  the  sea  conventions  between  the  rights  of  coastal  states  over  the 
Continental  Shelf  resources  (including  the  right  to  tax  and  impose  customs 
duties)  and  the  limits  placed  on  their  rights  to  enforce  tax,  customs,  and 
other  domestic  laws  beyond  a  twelve  mile  contiguous  zone  seaward  of  the 
coast. 

Article  24  of  the  Convention  on  the  Territorial  Sea  and  the  Contiguous 
Zone  provides  "in  a  zone  of  the  high  seas  contiguous  to  its  territorial  sea, 
a  coastal  state  may  exercise  the  control  necessary  to:  (a)  prevent  infringe- 
ment of  its  customs,  fiscal  integration  or  sanitary  regulations  within  its 
territory  or  territorial  sea;  (b)  punish  infringement  of  the  above  regulations 
committed  within  its  territory  or  territorial  sea. 

POLLUTION 

One  of  the  major  concerns  of  any  coastal  nation  is  the  danger  of  oil 
pollution  to  its  shores,  beaches,  fisheries,  and  other  natural  resources.  This 
problem  is  not  confined  to  the  United  States,  however,  there  are  United 
States  laws  that  cover  the  enforcement  of  environmental  subjects.  Any 
offshore  construction  must  take  into  consideration  not  only  domestic  (Federal) 
law  but  also  international  law  concerning  oil  pollution. 

CONCLUSIONS 

It  should  be  self-evident  from  the  problems  raised  in  the  foregoing  brief 
identification  of  problems  concerning  the  Continental  shelf  that  the  question 
of  applicable  law  should  l)e  settled  legislatively. 

While  no  attempt  can  be  made  to  identify  every  statute  or  international 
convention   or  protocol   that  might   apply   to  the  construction  of  a   Superport 
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the   following   lists   of   international    conventions   and    Federal    acts    will    give 
some  idea  as  to  the  magnitude  of  this  task. 

INTERNATIONAL 

1897 — Comite  Maritime   International    (CMI) 

1926 — Conference  on  Oil  Pollution  of  Navigable  Waters,  Washington,  D.C. — 
Never  Ratified. 

19-^8 — Convention  on  the  Intergovernmental  Maritime  Consultative  Organi- 
zation   (IMCO),  Geneva. 

195-^ — Convention  on  the  I'revention  of  Pollution  of  the  Sea  by  Oil,  London. 

1958 — U.N.  Conference  on  the  Law  of  the  Sea,  Geneva  Convention  on  the 
Territorial  Sea  and  the  Contiguous  Zone  Convention  on  the  Con- 
tinental Shelf  Convention  on  High  Seas. 

1962 — Second  London  Conference  on  I'revention  of  Pollution  of  the  Seas 
by  Oil   (Amended  1954  London  Convention). 

1969 — Brussels  Conference,  drafts :  International  Convention  on  the  High 
Seas  in  Cases  of  Oil  Pollution  Casualties  (public)  ;  International 
Convention  on  Civil  Liability  for  Oil  Pollution  Damage    (private). 

1970 — International  Convention  Relating  to  the  Arrest  of  Seagoing  Ships, 
Brussels.  May  10,  1952.  Ratified  l)y  Belgium,  France,  Great  Britain, 
Spain  and  Portugal  to  date    (1970). 

FEDERAL 

1899— Refuse  Act. 

1924— Oil   Pollution   Act    (Original). 

19-'8 — Extension   of   Admiralty    Jurisdiction   Act. 

1950 — Federal    Disaster   Assistance   Act. 

1953— Outer  Continental   Shelf  Lands  Act. 

1961 — Oil    Pollution   Act    (Implemented    1954    London    Convention). 

1966 — Oil    Pollution    Act    Implemented    1962    London    Amendments)  ;    Clean 

Water   Restoration   Act    (Amended    1924   Act). 
1970 — Water   Qualtiv    Improvement   Act. 

28  use  S.  1333   (1964). 

46  U.S.C.  S.  740   (1964). 

33  U.S.C.  SS  431-437  (Supp.  1968). 

33  U.S.C.  S  434. 

33  U.S.C.  S1001015   (1964). 

33  U.S.C.  S466a-466-n   (Supp.  1968). 

33  U.S.C.  S433(b). 

33  U.S.C.  S432. 

33  U.S.C.  S407   (1964). 

43  U.S.C.  SS1331-1343   (1964). 
30  C.F.R.  S250.40  (1969). 
30  C.F.R.  S250.42   (1969). 

34  Fed.  Reg.  2503-2504   (1969). 
46  U.S.C.  S740  (1964). 

46  U.S.C.  S1S3   (a). 
46  U.S.C.  S183   (b). 

33  U.S.C.  S433. 

34  Fed.  Reg.  2503  (1969). 

Convention  on  the  Intergovernmental  Maritime  Con.sultative  Organization, 
drawn  up  ))y  a  U.N.  Martime  Conference.  Geneva,  March  6,  1948  (1958) 
9  U.S.T.  621,   T.I.A.S.  No.  4044.  289   U.N.T.S.  3. 

Convention  on  the  High  Seas,  Geneva,  April  29,  1958  (1964)  15  U.S.T.  471, 
T.I.A.S..   No.  5578,  ^99  IT.N.T.S.  411. 

International  Convention  for  the  Prevention  of  Pollution  of  the  Sea  by 
Oil.   London,  April   11,   1962    (1966),  2  U.S.T.   1523,   T.I.A.S.   No.   6109. 

43  U.S.C.  1311   (a)    (I)    (1964). 

Pub  L.  No.  83-212,  67  Stat.  462   (1953).  43  U.S.C.  1331-43  (1964). 

43  U.S.C.  1333   (c)    (3)    (1964). 

26  IT.S.C.  5041-.5051   (1964;  Supp.  V,  1965-1969). 

19  U.S.C.  3   (1964). 

26  U.S.C.  7701    (a)    (9)    (1964). 
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Sec.  638  (relating  to  continental  shelf  areas)  was  added  to  the  Internal 
Revenue  Code  by  505  of  the  Tax  Reform  Act  of  1969,  Pub.  L.  No.  91-172,  83 
Stat.  487. 

26  U.S.C.  5704,  5706  (1964). 

26  U.S.C.  7701   (a)    (9)    (1964). 

43  U.S.C.  1301  (a)    (1)    (1964). 

ALABAMA   STATE  LAW 

Title  38  Code  of  Alabama  1940  recompiled  1958. 
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ALABAMA-MISSISSIPPI  JOINT  SUPERPORT  TASK  FORCE 


(   December  15,  1972 


Major  General  Charles  Noble 

Commanding  General 

Lower  Mississippi  Valley  Division 

Corps  of  Engineers 

Post  Office  Box  80 

Vicksburg,  Mississippi   39180 

Dear  General  Noble: 

In  response  to  the  request  of  your  office  the  States  of  Hississlppl  and 
Alabama  are  pleased  to  furnish  the  attached  studies  concerning  selected  aspects 
of  a  feasibility  study  concerning  a  deepwater  port  facility  located  off  the 
Alabama/Mississippi  coast. 

The  first  study  is  a  general  summary  of  the  benefits  of  an  east  Gulf  location. 
The  second  study  covers  the  ecological  and  environmental  factors  considered,  i.e. 
biology,  geology,  hydrology,  etc.,  together  with  supporting  data. 

The  States  of  Mississippi  and  Alabama  also  have  prepared  an  inventory  of  land 
availability  and  other  land  support  potential.   This  data  is  not  enclosed  but 
mil  be  furnished  separately  for  your  use.   The  State  of  Alabama  will  also 
furnish  Information  on  coal  exports  which  was  requested  by  your  office. 

The  Mississippi/Alabama  Ameraport  Council  Is  continuing  research  in  each  of  the 
indicated  areas  and  any  or  all  of  the  continuing  effort  will  be  available  to 
your  office  upon  request. 

Respectfully  submitted. 


THE-,AMEKAPORT  COUNCIL 


/ 


(^ 


■'^'   c_: 


/'John  E.  Moeller,  Executive  Director 
Alabama  Ameraport  Corporation 
Alabama  Development  Office 
Montgomery,  Alabama 


ll_M 


0 


r-i 


p.  T.  Bankston,  Chairman 
Mississippi  Superport  Task  Force 
Office  of  the  Governor,  State  Capitol 
Jackson,  Mississippi 


Enclosures 
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INTRODUCTION 

Numerous  studies  have  been  made  of  our  nation's  changing  energy  situation 
and  of  the  likelihood  that  our  growing  energy  needs  will  be  increasingly  met 
by  oil  imports  from  sources  in  the  Eastern  hemisphere.   These  facts  present 
the  need  for  new  deepwater  facilities  in  the  U.  S.  to  receive  the  larger  tankers 
presently  in  use  in  other  parts  of  the  world.  The  purpose  of  such  deepwater 
facilities  (superports*)  is  to  achieve  the  benefits  of  the  lower  transportation 
costs  for  the  consumer  by  utilizing  the  economies  of  the  larger  vessels. 

The  use  of  very  large  tankers  is  also  advantageous  environmentally.  By 
utilizing  the  larger  tankers,  tanker  traffic  congestion  and  the  frequency  of 
oil  handling  will  be  minimized;  consequently,  potential  for  collisions  and 
oil  spills  should  be  lessened.   As  these  larger  tankers  will  operate  only  in 
deepwater,  potential  groundings  are  greatly  reduced.   Studies  have   also  been 
made  into  the  need  for  deepwater  ports  for  various  dry  bulk  commodities. 

The  purpose  of  this  study  is  to  examine  factors  involved  in  the  location 
of  a  superport  in  the  northeast  Gulf,  namely  the  Mississippi-Alabama  area. 

In  presenting  our  preliminary  report  for  a  superport  to  be  located  in  the 
coastal  area  of  Mississippi-Alabama,  we  have  attempted  to  present  the  relevant 
facts  which  should  be  considered  in  selecting  the  site  for  the  first  superport 
on  the  U.  S.  Gulf  Coast. 

In  general,  we  have  covered  the  environment,  air  and  water  currents,  land 
features,  major  consumer  areas,  major  pipeline  distribution  systems,  consumer 
interest,  industrial  development,  and  national  security. 

We  have  utilized  current  pipeline  (Colonial)  tariff  rates  on  products 
delivered  to  the  East  Coast  consumer  from  Mississippi-Alabama  origins  compared 
with  a  Texas  origin  and  found  a  potential  saving  to  the  consumer  of  approximately 
$25  million  per  million  barrels  of  products  moved  east. 

In  conclusion,  taking  all  the  data  available  into  consideration  such  as  the 
environmental,  economic,  consumer  interest,  transportation  savings,  national 
security,  etc.,  a  superport  location  off  the  coastline  of  Mississippi-Alabama 
appears  to  be  the  most  desirable  site  for  the  Gulf  area. 


*Superport  and  "deepwater  port"  for  the  purpose  of  this  paper  are  considered  to 
be  synonymous. 
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PRELiraNARY  RECOMMENDATIONS 

1.  A  superport  should  be  constructed  in  the  northern  Gulf. 

2.  The  superport  should  be  located  in  waters  equal  to  or  greater  than  100 
feet  in  depth. 

3.  The  environment  should  be  taken  into  consideration  in  determining  the 
superport  location. 

4.  To  obtain  maximum  economic  consideration  to  the  consumer,  the  location 
best  situated  to  give  maximum  saving  in  transportation  cost  should  be 
given  careful  consideration. 

5.  National  security  should  be  taken  into  consideration  in  the  selection  of 
the  site  as  should  the  effect  this  location  will  have  upon  the  location 
of  new  refineries. 

6.  The  superport  construction  should  begin  as  soon  as  possible. 
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U.  S.  ENKRGY  OUTLOOK 

During  its  past  history,  the  United  States  has  been  blessed  with  abundant 
and  low  cost  fuels.   These  energy  sources  have  enabled  the  United  States  to 
develop  the  world's  highest  industrial  output  and  the  world's  highest  standard 
of  living.   The  United  States  accounts  for  about  one  third  of  the  world's  energy 
consumption.   Thus  U.  S.  energy  use  per  capita  is  the  highest  in  the  world.   The 
U.  S.  gross  national  product  per  capita  is  also  the  world's  highest.   This 
relationship  between  energy  consumption  per  capita  and  GlIP  per  capita  exists  in 
all  nations  around  the  world  with  underdeveloped  nations  that  have  low  energy 
consumption  also  having  low  GNP  per  capita. 

It  is  an  established  fact  that  in  the  past  few  years  U.  S.  domestic  fuel 
supply  has  not  gro\m  as  fast  as  demand  for  energy.   During  the  next  three 
to  five  years,  all  indications  point  to  the  fact  that  the  ratio  of  domestic 
energy  supply  to  demand  will  decrease  rapidly. 

During  the  decade  of  the  1960's  rising  U.  S.  demand  v/as  met  in  large  part  by 
using  spare  producing  capacity  to  increase  crude  production.   Additions  to 
reserves  did  not  keep  pace  with  production.   Today  the  U.  S.  has  little  spare 
producing  capacity  remaining  and  the  reserves  are  continuing  to  decline.   The 
U.  S.  must  significantly  increase  imports  of  crude  oil  if  it  is  to  maintain  its 
industrial  growth  and  potential. 

Tlie  Department  of  the  Interior  has  estimated  that  total  oil  imports  will  reach 
7.6  million  barrels  per  day  by  1S(75,  10.8  million  by  1980  and  15.2  million  by 
1985.^ 


1 
Environmental  Impact  Statement  for  the  Trans-Alaska  Pipeline. 
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The  major  share  of  these  added  crude  imports  will  probably  be  supplied 
from  the  Eastern  hemisphere.   The  resulting  long  distance,  high  volume  ship- 
ping adds  a  completely  new  dimension  to  crude  oil  logistics. 
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THE  NEED  FOR  SUPERTAfJKERS  AND  SUPERPORTS 

Crude  oil  transportation  technology  is  chanRinp,  rapidly.   The  current 
trend  is  toward  larger  tankers  as  evidenced  by  the  fact  that  the  average  size 
of  all  crude  oil  tankers  now  on  order  is  approaching  200,000  deadweight  tons 
(DOT).   About  220  tankers  of  175,000  DWT  or  larger  were  in  operation  as  of 
January  1,  1972,  and  another  334  were  on  order.   I'Riere  complemented  by  modem 
terminal  facilities  (e.g.,  offshore  monobuoys),  these  ships  offer  lower  oil 
freight  rates,  reduced  port  congestion,  and  minimum  oil  handling.   Figure  1 
shows  the  growth  in  world  transportation  of  oil  from  1960  to  present  and  the 
projected  growth  to  1980.   In  the  past  decade  oil  tonnage  handled  on  the 
oceans  has  more  than  doubled  and  is  expected  to  do  so  again  in  this  decade. 

At  present,  the  average  size  of  tankers  coming  into  the  U.  S.  ports  is 
about  30,000  DVrT.   F.xisting  Gulf  or  East  Coast  ports  are  not  capable  of 
accomodating  the  very  large  crude  carriers  (supertankers).   Depths  of  approxi- 
mately 100  feet  are  required  by  the  largest  vessels.   The  dredging  cost,  main- 
tenance expense,  and  physical  layout  prohibit  deepening  and  widening  most 
channels  to  the  degree  required.   Thus,  new  facilities,  located  at  deepwater 
sites,  designed  to  receive  large  cargoes  of  crude  oil,  are  the  logical  solution 
to  this  accomodation  problem.   Figure  2  shows  the  growth  in  tanker  size. 
Without  this  trend  to  larger  tankers  the  congestion  of  ports  and  sea  lanes 
around  the  world  would  have  become  a  problem  before  now.   Even  thougli  volume 
of  world  transportation  of  oil  will  continue  its  rapid  growth  the  increasing 
size  of  vessels  handling  oil  will  result  in  little  increase  in  the  number  of 
tankers  in  the  world  fleet. 
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GROWTH  IN  SEA  TRANSPORT  OF  OIL 
Millions  of  Tons  Annually 
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GROWTH  IN  TANKER  SIZE 
Thousands  of  Deadweight  Tons 
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The  larger  tankers  result  In  significantly  lower  cost  per  ton  mile  of 
transportation  of  crude  oil  especially  over  long  distances.   Most  of  the 
future  U.  S.  oil  imports  will  be  from  Middle  East  sources  requiring  a  24,000 
mile  round  trip  for  tankers,  therefore,  significant  cost  savings  can  be 
realized  through  the  use  of  supertankers  and  their  required  superports. 


22-635  O  -  73  -  30 
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NEED  FOR  SUPERPORTS  OFF  THE  GULF  COAST 

With  the  increase  in  oil  imports  and  the  economies  inherent  in  super- 
tankers and  supporting  supcrports,  the  U.  S.  must  decide  on  locations  for 
these  ports.   The  Gulf  of  Mexico,  with  its  geographical  facilities  serving 
the  oil-hungry  eastern  and  central  U.  S.,  is  a  logical  location  for  a  super- 
port  . 

Estimates  of  crude  oil  imports  through  Gulf  Coast  superports  are: 

IMPORTS  OF  CRUDE  OIL  FOR 
GULF  COAST  SUPERPORTS 

Year  Barrels  Per  Day  Tons  Per  Year 

1975  1,573,000  84,000,000 

1980  A, 175  ,000  224,000,000 

1985  6,782,000  364,000,000 

Such  import  volumes  indicate  that  at  least  two  offshore  terminals  could  be 
justified  even  by  1975  and  that  three  terminals  would  be  a  reasonable  probability 
by  the  1980's. 

The  northern  Gulf  of  Mexico  is  a  prime  locale  for  construction  of  a  deep- 
water  port  to  serve  the  soutli  ,  central  and  eastern  United  States.   Favorable 
pipelines,  barge,  rail,  and  higliway  transportation  facilities  radiating  from 
the  seaports  of  the  northern  Gulf  and  availability  of  land  and  labor  favor  such 
a  location.   Physical  factors  such  as  barrier  islands,  fresh  water  outflow, 
favorable  water  currents  and  other  factors  make  the  area  very  attractive  from 
an  environmental  standpoint. 
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TYPKS  OF  DI'.Kl'UATKR  PORT  FACILITIES 

Offshore  unloading  facilities  niist  allow  maximum  berth  occupancy  under 
prevailinc  wcatlier  conditions,  fast  turnaround  time,  and  a  reasonable  investment 
and  operating  cost.   Tliey  must  be  safe  and  environmentally  sound  witli  proven 
technology.   Types  of  facilities  possible  for  this  application  include 
artificial  islands,  fixed  piers,  and  single-point  mooring  systems  (monobuoys). 
Tlicrc  arc  variations  of  each  type  in  use  and  each  lias  advantages  and  disad- 
vantages depending  upon  location.   The  monobuoy  system  appears  the  best  initial 
facility  for  Gulf  Coast  locations. 

A  nan-made  island  and  breaki;ater  v/ould  require  many  years  to  build  and 
would  cost  about  $500  nillion.   The  unprotected  fixed  berth  platform  system 
would  also  be  more  expenuivo  than  a  monobuoy  and  would  liave  less  adaptability 
to  varying  weather  conditions.   Coversely,  the  nonohuoy  design  allows  the 
tanker  to  swing  around  the  buoy  with  wind  and  current  clianges ,  providing  a 
higlier  utilisation  factor  for  the  Gulf  area. 

A  typical  single-point  mooring  system,  as  shown  in  Figure  3,  consists  of 
a  large  buoy  wliich  is  anchored  to  the  sea  liottom  by  a  system  of  mooring  chains 
and  ancliors  or  submarine  piling;  floating  hoses  to  connect  the  buoy  witi)  the 
tanker;  and  hoses  that  connect  the  buoy  to  a  submarine  pipeline.   The  monobuoy 
is  equipped  \iilh   battcry-ijowercd  navigation  lights,  radar  reflectors  and  fog 
liorns . 

•Single  point  mooring  systems  are  jn-esently  being  used  successfully  in 
about  150  locations  around  the  world.   Operating  lilstory  lias  proven  such 
facilities  to  bo  relialilc  and  environmentally  sound. 
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ONSHORE  FACILITIES  OF  THE  ALABAMA-MISSISSIPPI  REGION 

For  a  superport  to  be  economically  viable,  there  must  be  (1)  large 
amounts  of  land  available  on  shore  from  the  superport;  (2)  transportation 
facilities  to  connect  the  superport  with  the  distant  sources  of  exports  and 
the  users  of  imports;  and,  (3)  adequate  support  facilities  for  the  day-to- 
day superport  operations.   Large  quantities  of  land  are  required  for  tank 
farm  areas  to  safely  store  enormous  quantities  of  oil  to  be  received  from  the 
superport  and  for  refineries  and  other  related  industries. 

There  are  adequate  quantities  of  land  which  are  immediately  available,  in 
the  Alabama-Mississippi  area,  thus  making  unnecessary  the  expensive  and  environ- 
mentally harmful  reclamation  of  shore  areas  wliich  must  be  carried  out  in  other 
areas . 

There  appear  to  be  over  2  million  acres  immediately  available  and,  of  this 
area,  thousands  of  acres  have  direct  water  access.   Since  Mobile,  Pascapoula, 
Biloxl  and  Gulf port  are  already  major  international  seaports,  many  much-needed 
superport  support  facilities  are  already  available. 

Special  attention  is  called  to  the  location  advantage  of  the  Mobile-Pascagoula 
area  with  respect  to  the  grain  and  coal  producing  areas  of  the  United  States  as 
compared  to  other  seaports,  and  it  should  not  be  overlooked  that  this  position 
will  bo  further  enhanced  with  the  completion  of  the  Tcnnesseo-Tombigbee  inland 
uaten;ay  system. 

An  abundance  of  ground  water  and  surface  water  is  available  to  sustain 
anticipated  industrial  ,  municipal  and  agricultural  growth  within  the  broad  region 
that  will  be  economically  stimulated  by  the  superport.   At  a  minimum,  several 
hundred  millions  of  gallons  per  day  (mgd)  of  additional  ground  water  can  be 
developed;  probably  at  least  one-half  of  this  amount  can  be  developed  in 

12 


463 


coastal  plain  areas  alone,  where  in  most  places  as  much  as  0.5  to  1.0  mgri  per 

well,  or  more,  can  be  obtained. 

Present  utilization  of  w.iter  is  only  a  small  fraction  of  the  combined 
avcrap,o  flow  of  the  principal  r.trcans  of  Alabaraa-Minslssippi  alone.   The 
quality  of  both  ground  and  surface  water  is  generally  suitable  for  most 
industrial  uses  \.'itliout  treatment;  however,  in  some  localities  cround  water  may 
require  conventional  methods  of  treatment  for  removal  of  iron  or  reduction  of 
hardness.   All  large  cities  and  many  small  communities  in  the  area  have  public 
water  systems  which  can  be  readily  expanded  to  meet  additional  dcraands . 
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RIXIONM,   KCOIIOHIC    IWACT   OF   A   SIlPKRrORT 

The   construction,    naintnnanco    and   operation   of   a   siipcrport    and   its    ancil- 
lary  activities   will   have   a   Kip,nificant   economic    inpact    upon   tlie    region   of    its 
location.      Ancillary   activities   v;ill    include   pipelines,    tank    farms,    refineries, 
petro-chemical   plants,    increased   transportation   activity   and   other   industrial 
developnent . 

Tlie   major  econonic   inpacts   v;ill   be   associated  v;ith    construction    and   opera- 
tion.     Tlie   inpact   associated  vrith   construction  will  be  of   inmediate   but    short 
term  duration.      The   impacts   associated  with   the   operations    typically    cover   a 
broader  economic  base   and  provide   benefits   on   an   annual   basis. 

The   economic   inpacts   associated  with   a   superport    are    generated  by   in- 
crear;rd   payrolls    of   new   employees,    outlays    for  purchases    of   materials    and 
business    services,    and   increased    tax    revenue.      These   inpacts   will   liave    a   lul- 
tiplier  effect    in   consumer  purchases    and   business   purchases.      Host    increases 
in   consumer    final   dc:mand   purchases    can   be   attributed   to   new  payrolls. 

Hew   refinery    capacity  will   (gravitate    to   a   superport    location.      Tlie    crude 
throup.hput    of    a   superport   of    150   million    lonf^   tons   per  year  by    1980   and   600 
million    lonp,   tons   per   year  liy    2000    can   supply   over   twelve    refineries    of    250,000 
barrels   per   day   )iy    I'lRO   and   A8    refineries    of    tlie    same   size   by    2000.      Talile    1 
fjivos    an    indication   of   the   economic   impact    that    can  be   expected    from   the    loca- 
tion  of   a  sjnpje    refinery   of   250,000   barrels   per   day. 

Tlierc   are    stronr;   industrial    linl;af,es   beti;een    the   netrolcui    refininr- 
industrv   and   otlier   cliemical   industries,    especially   induv.trial    organic   and   in 
orj^anic    chemicals    anil   agricultural    clicnicals.      An   I'ast   Culf   location   of   a 
super)iort,    location   of    refinery    capacity,    and   accessible    inlami  waterways    sliould 
attract:    .-i   substantial   nuriber   of    chemical    (ilants    to    tlie   Alabai.ia-Missi.ss  i|ipi 
rep.lon.      AlMiouf.li    it  was    impossible    to    identify    the   maj'.nitude   of    this    develop- 

l/» 


465 


At     U 

s  c 


H    O 


r^  r")  rH 


•O 
OJ 

3 
in 

lA 


M 

i;3 


H 


C 
iJ     o 

M     O 

p. 

.H    O 
OJ 

3  n 
c   o 

5  .'-^ 


o   u 

o    « 

O   --I 

•  M 

o   o 

iri  -o 

OJ 

o 

<  r^ 

o\ 

fe  -1 

O 

c 

<u 

o 

H    O 

■M 

O 

4J 

<    w 

O 

Eii  G 

3 

ir,    o 

IJ 

M    -rl 

u 

r-H 

CO 

O    rH 

c 

fcj   -H 

o 

H  a 

u 

?:  . 

TO 


•a 


o 

« 

o 

c 
c 


10 

ki 

CI 

c 
o 

V. 
o 


o 

ra 
c- 


c  4  rj  rj  CN  (N  rg  rj  f  J 

11  o  o  o  c;  o  a  CI 

.-(  —I  .-H  i-<  I-^  ■-(  r-H  .--I 

^  ^  .n  .r  .1  /_:  ,o  ,f- 

i".  r;  r;  :;  ::  t;  c;  :j 

H  h-  [•'  t  '  H  H  f-  i  • 


(0 

Vi 

r-( 

o 

4J 

u 

CO 

o 

o 

« 

u 

[VI 

4-1 

4J 

a 

o 

a 

rt 

■■-) 

p 

o 

G 

u 

a 

o 

V 

•H 

rj 

^ 

. 

„ 

» 

^ 

^ 

^ 

•■    rr 

(r. 

3 

u-i 

o 

CO 

H 

iJ 

(N 

r-i 

<f 

lO 

vD 

r^ 

oc 

c-    r 

rt 

-o 

V 

0 

CO 

i: 

x 

o 

C.1 

r<i 

f- 

rH 

o 

n 

C 

n 

C 

n 

v. 

Fi 

r  -r: 

o 

1-1 

i: 

»£: 

u 

re 

o 

C--J 

c.t 

O 

a 

o 

a 

o 

C) 

CJ 

n 

ti, 

o 

V 

n 

o 

r^ 

■u 

JJ 

u 

*.j 

u 

J-) 

4^ 

l-l      V. 

3 

o 

tn 

•u 

o 

iJ 

C-. 

i-( 

K-( 

1— 1 

M 

h-J 

1    ■      C) 

t- 

a 

c 

o 

re 
u 

•c 
r 

1 

^ 

, 

-J 

co 

re 

re 

(H 

re 

T) 

•in 

»H 

■c 

•a 

•O 

•— 

t; 

*o 

*t^' 

-1  '■< 

rH 

ij 

r-4 

c/-. 

:: 

r: 

O 

r-^ 

•r^ 

-rH 

-H 

•H 

■H 

■r< 

•'■< 

■■(    (J 

re 

C/; 

re 

a 

Cl 

re 

1^ 

c\ 

.Ci 

x 

J3 

^ 

^ 

^o 

j:: 

.  ••    :' 

■H 

c 

f-i 

CJ 

Cl 

P-, 

r~l 

y~i 

►H 

H 

M 

M 

t-i 

i  •>  ^  ■> 

1-1 

t/l 

o 

•r-1 

•H 

o 

u 

IT. 

y; 

n 

> 

Ju 

u 

JJ 

O 

v^ 

Ll 

1-1 

t: 

re 

. 

. 

. 

. 

re 

Ki 

o 

a 

a 

re 

tj 

f-( 

rj 

n 

<r 

in 

vO 

r*^ 

oc 

a.  o 

" 

tj: 

(i. 

a: 

C/5 

cr-. 

C/5 

r-l 

15 


466 


mont ,    iL   will   Iiavc    tlie   brondest   base   of   nil    the    Inpacta    and   could    collcctivclv 
provide    tlie    larp.ost   economic   Impact.      Most   of   the    industries    associated  with    a 
supcriiort   are   hip.hly   capital   Intensive.      The  employment    p.enerated  by   a  super- 
port    and   its   secondary   development  will  be   low  plven   the  magnitude   of   the 
development.      Employees    associated  with   a   superport    and    related    developments, 
however,    are   liinhly  paid,    and   this    type   of   development    should  ma);e   a   greater 
impact    upon    the  Alabama-Mississippi    regional   economy   than  more    labor   inten- 
sive   developments. 


16 


467 


r.NVIRONMl'NTA],   IMPACT   OF  A  m;i-.rwATi;K 
PORT   III   THE    KASTF.RN   CULF 


Under  normnl    circumstances,    a   supcrport    located  well   offshore    in   the 
north    central   Culf   of   Mexico,    other   than    immdeiately   off   the   Mississippi    River 
moutli,   uoiild  liavc   no   apprcciahle    dctrlnental   effect    on   the   environuiGnt . 

A  port    clo^^e   to   the  Mississippi   River   distributaries    through    the   Delta 
would  be  cxtrenclv   hazardous    fron   a   construction   standpoint.      The  muddy   bottom 
precludfs   proper   foundations.      Tlie   sporadic   appearance   of    "mud    lumps"   and   of 
danp.crour,   mud   slides    entails    f^reat    risk   both    of   pipeline   lireakaf.e    and    destruc- 
tion  of   the   port    itself.      Mud   slides   liave    destroyed   offshore   oil   platform;,    in 
thir,    area   in   tlie    past. 

Altlioup.li   a   port    off   the   North   Central   Culf   Coast  would  be    considered 
onvironncntally    safe    under  nnrrial    circiins  tances  ,    in    the   event    of   some    <inforseen 
disaster  which   nay    result    in   oil   spillape,    a  port    location    to    the   west   of    the 
Mississippi    River   Delta   appears    to   be   significantly    less    desirable    tlian   one 
located    to    the   east   of   tlie    Delta. 

1', CO lo f/i ca_l_ _S ij',njl  •" icanco   of   Estuaries 

The   northern   Culf   estuaries    are    relatively   shallow,    muddy,    nutrient    rich 
areas   Ixirdored  by   extensive    areas    of   salt   marsh.      Tl\ey   provide    a   nursery   area 
for  practically   every    connercially   valuable   species    in    tlie   northern   Culf.      nil 
in   tliesc   areas    can   onlv  be   detrimental    to    the   biota.      For   these    reasons,    com- 
parie;on   of   environnental    factors   of    rei'.ions   east    and  vest   of    ihe   iloll  a   rur.l 
p.ive   priority   to    consideration   to    those    factors   enhancinn   prot(!ctlon   of    the 
estuaries . 

Fresliv.'ate r  _Tnj>u^ 

A   larpe   amount   of    fresh   (jatcr    leaves    the    coastal   plain   via    river  systems 
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between  Uohi](i    Bay   and   tlic   Mississippi    River.      Tliis   water    flows    Into    the   Culf 
at    the   surface    throupji   passes   between    the   barrier   Islands.      Thus,    there    is    a 
net    offshore   surface   movement    of  water,   which    under  most    conditions   would   tend 
to   retard   or  prevent    oil    reaching,   tlie   estuaries    in   the   event   of   an  offshore 
spill.      Tliis    retardation  would    result    in   noro    tine    to    contain    the   spill    and 
conduct   sklnminp,   or  other   cleanup    operations.      Tliere   is    comparatively    little 
fresh   V7ater    runoff  \;est   of   tlie   Delta,    and   its   movement    offshore    is    diffuse    and 
tlius   less    effective    in   resisting   potential    onshore   movement    of   an   oil    film. 

Water   Currents 

Data  on   offshore    currents   Indicate   movement   of  water  east   of   tlie   Missis- 
sippi  River   Delta   is   eastward   and   slif,htly   to    tlie   south,    thus    a  net   movement 
away    from  shore.      Tliis    is    in   part    related    to    freshwater  movements    cited   above. 
Tlie    dominant  vater   novemr-nt   wont    of    the    Delta   is   vjestward    toward    the    Louisiana 
ant!   Texas   estuaries. 

Harrier   Islands 

The   coastline   between  Mobile    ISay   and   the   riississippi    River   is    guarded  bv 
barrier   islands    that    form   a   physical   obstruction   against    the   movement   of    oil 
into   estuaries    and    onto    the   mainland.      Such    islands    are    absent    from   the 
Mississippi    River  v;ostward    to   Galveston.      Thus    the   estuaries    of   the   Louisiana 
coastline   west   of    the   Mississippi    Delta   are    directly   exposed    to   an   onshore 
movement    of   oil, 

Wi_n_d_  JiJiclLj'r 

Tlie    larccst   single    factor   inf luencinc  movciic-nt   of   an   oil    spill    ran   be 
v.'ind.       In    ronr.  Lderinf,    sites    east    of    the    Delta    it    should   he   noted    tliat    the    pre- 
vailing,  southwest  v;i  nds    are   obstructed   by    the    Delta,   whereas    southwest   wind 
blows    directly   onslu>ro   durinf,   a    l.irf,'   portion   of    the   year   along   the   nortlu-rn 
Gulf  v;est   of    tlie    Djlta.      This    could  have    a   bearing   on    the    inshore   iiioviT.-.nt   of 
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any   .spi  ]  lofl   oil . 

Se<llri(viit_  Inf  luenco   on   Spills 

Tlie   larRG   anouiit   of   sedlnont-ladcn    freshwater    flnuinp,  sca\;ard   out    of   the 
passes   between   the   l>arrier   island  east   of    the   Pelta   should   afford   more   protec- 
tion  to   the   estuaries    against    oil   spills    tlian   is    the    case  west   of    the   Helta 
wliere    the   estuaries    do   not    dlscliarp;c    as    f.rcat    a  volume    of    fresh   water. 

These    suspended   sediments    in   the    fresh   water  outflow   can    cause    the   adsorp- 
tion   (or  sorption)    of   oil   on    the   supendcd   detrital   particles    resulting   in   the 
slnklnp.   of   larf,e   quantities    of   oil    from   the   vrater  surface.      Kolpack    (19  71) 
shov;ed    this    effect    in   the    case   of   the    Santa   Barbara   oil   spill. 

Seismic   IMsk 

The    II.    S.    Coast-    and   Coodctir    Survcrv    l\as    developed    a   solsnir    risk   map    of 
the;    Unitffl   States.      It   :;)ioul(i   be   noted    tlira    there    ,ire   only    tlirce    areas    in   tlio 
U.    S.   i;hrrc   no    daiiago    from   earthquakes    is    expected   and   tliat   cast   of   the   delta 
is    a   part    of   one    of   tliose   areas.      Tlierefore,    the    risk    of   damap.e    to   structures 
associated  \/i  tli    the   siiperport   vjould  be   nininized   if   tlie   port  vjere    located    in 
this    area. 

A   recent    studv   of    crtistal   stability   conducted   by    the    U.    S.    Coast   and 
Geodetic   Survev   has    slioi.'u   tliaL   much   of   tlie   United   States'    crust    is   movinr, 
relative    to   moan   sea   level.      Soi.io    areas    are    risinf,  while   others    are   subsiding,. 
Ceni^rallv,    these   novM'ents   are    very   snal]. ,    rani';inf,    from   four  one-lumdredths 
of   an   inrli    (]    mni/yr.)    to   one-fiftti    of   an   Inch   per  year    (.">   mm/yr.)    and   are 
measurable    onlv   by    the   use    of   very   sensitive    p,eodetlc   Instruments.      Some   of 
tlie    causes    for   these    chanf-.es    are  widespread    tectonic  movements,    earthquakes, 
e:<cnssivi-    puriipap.e    of    j'.ound   w.itcr    and    the    resulting    loverinp,   of    the    artesian 
pressure   head,    removal    of   oil    and   r.'i^ .    mining,    etc.      Much   of   tlie   subsidence 
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.ilonp.   the   wt'storn   Culf   Coast    is   nttrlbuCcd    to    lnrf,c-sc;ilo   exploitation   of 
natural    ri'sourccs    siicb    as    oil,    p,n<;    and   vator.      Maxinun   subsidoncp    of   an   much 
as   5    feot    (1.5   m)    in    the   past    twcntv   years    has    occurred   causing   some 
structural    damage    to  buildings    and   sewer    lines. 

At   l^uf.ene    Island,    Louisiana,    tidal    data   indicates    a   subsidence    rate    of 
10  mm/yr.      tlew  Orleans   has   experienced   subsidence   of   a    foot    or  more    in   some 
areas   since    1947.      flcncrally,    the    coastal  area   of  eastern   Texas    and   southern 
Louisiana   are    subsidenf,   at    a    rate    of   6   nm/yr.    or  more. 

Tlie   area  east   of   the   Delta   is   ideally   situated  witli    respect   to    freedom 
from  probleras    related   to   crustal    instability.      U.    S.    Coast   and  Ceodctic   Survey 
relevclinj;   of   the    first    order    level   nctv/orl;    in    the   eastern   United    .''states   has 
shown    this    to   be    an   area   of  near  stability.      The    dosif.n   problems    involved    in 
planning,    for   a   siibsidc-nco    rate   over   the    lifetime   of   a   superport   V'ill   be   mini- 
mized  and  \'ill    result    in    less    costs    for   con;;truction   in    tliis    area. 

Sj5PC3  fie   Port  J.jication 

Tlio   onlv   significant   threat    to   the   environment   posed  by   a   deepwater  port    ir 
tlie   effect   on    the   biota   of   oil   spilled    from   tankers   or   from   the   port.      The    loca- 
tion  of    tlie   port   \icll   offsliore   in   deep   water   greatly    red\icGS    the    danger   of 
large   oil   spills    from   collisions   or   groundings.      Furthemore  ,    a    location    far 
offsliore    allows    a    larger   percentage    of    the   more    toxic   volatile   portions   of   anv 
.'ipilled   oil    to   evaporate    liofore    reaching   cstuarine   waters. 

(Iffsliore    loading   or   unloading    faciliti.i-;    for  oil  liave   been   proven   to   be 
re1].!b]e    ;;i\d    cnv  i  ron-rntal  Iv    sovmd    in   aliouL    150    locations    around    tiu-   vorld. 
The    risk    of   pipeline   breakage    is    much    less    tlian    tlie    risks    involved    In   many 
smaller    tank-ers   bringing   oil    into    the   present   ports. 

l>;]aJi_  of   I. '.iter 

The    logistics    inlierent    in    the    safi'   berthing,   and   dircharge    of    lir|uid   or 
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other   cnrp.ocs    from   .■■.iiptirships    dictate   a  nlnlnum  dcptli   somewhat    in  excess   of 
100    feet   surroundinf,   the   port. 

Bo t torn   Condi tlons 

Off;;liore   Alalinma-Mississippi    is    p.eolof.ically    favorable    for   the    construc- 
tion  of   Ancraport.      Bottom   sediments   over  much   of   tlic   shelf   in  water   depths 
loss    than    ISO    feet    are    sand    (greater   than   90   percent    sand  size   material)    and 
muddv   sand    (50-90    percent   sand  size   material   and    10-50   percent   silt    and    clav 
size   nati;rial.)      The    sediments    arc   probably    less    than    50    feet    thick   over  most 
of   the   offshore   Alabama.      Westv;ard   these   sediments    thicken   and   become   mud 
(p.rcater    tlian   90   percent    clay   and   silt   size   material)    and  sandy   mud    (50-90 
percent    clay   and   silt   size   material   and    10-50   percent   sand   size   material), 
tlndcrlyin^,   these    sediments    arc    the   more    compacted   clav,    silt    and   sand   of 
I'leistocenc    af,e  . 

The   sand   and   mudilv   sand   of   tlie   Alabama-^^ississipp3    shelf   should   provide 
verv    favorable    foundation    conditions    for   any   tvpe    of    future   structure   planned 
for   tlie    superport.      Tliis    type    of   bottom   p.enerally  possesses   liipji   sbcarinp, 
strenf.th   b\it    scour   resistance    is    p,enerally    low.      Projection   of   subsurface 
litliolop.ics  ,    from  v;ol]s    drilled   in   nearby    counties,    indicate    tliat    foundation 
conditions   should   also  be    favorable   in   tlie    units    underlyini',   the   surfical   sand 
and   m\iddy    sami. 

V/ater   depths    in   excess    of    100    feet   occur   approxinatelv   25   nilcs    off   the 
coast   of   Alabana-;iis;.jssippi .      Tlie   shelf   slopes    seaward   at    about    3.2    feet   per 
mile    to   depth';    in   excess    of    150    feet,      flinfir    irrc'f.ularitics    occur    i  ii  v;ater 
depths    of   100    to    150    foot    in   the   eastern   part    of   the    shelf.      'ilie   v;estern   part 
has    a  more-    rep.ular   topof,raphy,   v;itb    a   northeast-southwest    linear    lov;   occurrin; 
in  v)ater   depths    from   aliout    100    feet    to   aho\it    l^'iO    feet.      Tliis    feature   may    re- 
lire.'.ent    the    partially    fillf^d    va]  ley    of    the    ancestral    Alr.lK'.i.ia    I'.ivcr. 
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Hydroi^rnpliy 

In   the   interest   of  preserving   the   ecolof.y   of   the   offshore    Islnnd.s   and 
coastal   7.onc'.  with   re;',ard   to   possible   oil   spills   or  other  Incidents    considered 
liarmful   to   the   environment,    location  of   the   superport  should  be   south   of   29° 
50'.      This    restriction   on   the   location  would  allow  sufficient   time    to  execute 
an  expedient   oil   cleanup   in   the   event   of  a   spill.      Locatinf^   the  port    at    this 
latitude   and   at   approxinately   longitude   88°    15'    W  will  place   the  port    in   the 
port   in   the   riost    favorable  position    to   take   advantage   of   the  high   density 
water  riass    that    travels   in   a   cyclonic  manner  around   the    lighter  v;ater  over 
the   slielf   due    to   tlie   Mississippi    River   discliarge.      This    entrainment  by    the 
pri^vniling   current    regime    could  keep   the   spilled  oil   offshore    for   a  period  of 
tine,    provided   there  vjerc    no   adverse   winds,    allowing   cleanup   operations    to   be 
undertaken. 

\Jlnter  woiild  be    the   safest   period   in   tlie   event   of   a   spill   with    tlie    com- 
bination  of    favorable    factors   being   tlie   high    rates    of    river   discliarge    and   off- 
shore winds.      Tlie   most    unfavorable   period  v;ould  be    during   the   sunner   and    fall 
v;Jth    low   rates   of   river   discharge   and  southerly  \?inds. 
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ADVANTAGES  OF  A  SUPERPORT  IN 
THE  EASTERN  GULF  AREA 

The  location  of  a  superport  in  the  Mississippi-Alabama  area 
will  be  more  economical  for  new  refineries  serving  the  Soutlicastern,  Eastern 
and  Midwestern  states,  recognizing  that  a  more  eastern  location  will  reduce 
transportation  costs  to  consumers. 

The  general  movement  of  petroleum  products  along  the  Gulf  Coast 
is  in  an  eastward  direction  both  by  pipeline  and  by  water.  The  Mississippi- 
Alabama  location  is  500  or  more  miles  closer  to  the  major  consumer  areas  and 
is  favorably  located  in  respect  to  petroleum  product  pipelines  and  crude 
oil  pipelines   (See  attached  maps). 

Petroleum  Movements  from  Gulf  Coast  to  the  East  Coast 
(thousands  of  barrels  per  day) 


Actual 

Estimated 

1971 

1975 

1980 

1985 

1,915 

2,000 

2,209 

2,291 

1,404 

1,570 

2,500 

3,000 

3,319 

3,570 

4,769 

5,291 

By  Water 
By  Pipeline 
Total 

Historically,  as  crude  oil  has  become  available,  there  has  been  a 
gradudl  eastward  movoment  of  refinery  capacity  along  tlie  Gulf  Coast  since 
World  War  II.  In  the  past  decade  refinery  capacity  in  the  tastern  Louisiana 
and  Mississippi  area  has  expanded  more  rapidly  than  in  Western  Louisiana 
and  Texas,  principally  due  to  new  feedstock  locations  and  nearness  to  the 
major  consumer  areas. 
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Currently  more  than  half  of  the  petroleum  used  by  East  Coast 
users  comes  from  Gulf  Coast  refineries.  The  East  Coastal  states  have  boon 
reluctant  to  allow  new  refineries  to  be  built.  The  South  Atlantic  states 
would  be  economical  locations  for  new  refineries,  but  without  deepwater 
ports,  the  location  of  refineries  in  these  states  is  unlikely.  The 
extensive  shallow  shelf  from  Cape  Hatteras  to  Miami  makes  development  of 
deepwater  ports  in  that  area  doubtful.  All  facts  point  to  the  Gulf  Coast 
continuing  to  supply  a  major  portion  of  the  East  Coast  market. 

National  interest  in  the  basic  problems  of  low  personal  income 
and  underemployment  of  the  chronically  depressed  areas  in  Mississippi- 
Alabama  and  surrounding  states  has  long  been  evident.  Massive  investment  of 
public  funds  through  such  programs  as  the  Appalachian  Regional  Development 
Act,  the  Economic  Development  Act  and  others  have  not  yet  resulted  in  sionifi- 
cant  economic  improvement  relative  to  national  averages.  Location  of  core 
refinerier,  within  the  region  could  provide  the  industrial  base  necessary 
for  new  industrial  growth.  A  superport  in  the  eastern  Gulf  area  would 
markedly  enhance  the  probability  of  new  refineries  locating  in  the  region. 

The  development  of  refinery  centers  in  Mississippi,  Alabama, 
and  neighboring  states  would  lead  to  development  of  petrochemical  plants 
and  to  Lhoir  more  labor  intensive  satellite  facilities  for  plastics,  fabrics 
and  many  cither  types  of  plants  for  consumer  goods. 

Greater  geographic  dispersion  of  refining  and  relatrd  facilities 
is  highly  desirable  from  a  national  security  point  of  view  as  well.   If  a 
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significant  portion  of  the  net  new  refining  capacity  required  over  the  next 
several  years   is  constructed   in  the  existing  centers,   the  risk  of 
immobilization  of  unacceptably  high  percentages  of  the  nation's   industrial 
complex  is  minimized.     The  potential    impact  of  natural   or  accidental   man- 
made  disasters,  as  well   as  that  of  any  potential   enen\>'  military  action, 
causing   paralyzing  disruptions   to  our   total    industrial    complex  should   be 
given  serious   study.      An  east  Gulf  superport  site  enchances   the  dispersion 
of  crude  oil    supply  and  storage  capability  as  v;ell   as  refining  and  related 
facil i ties . 

The  decline  in  availability  of  cheap  natural   gas   is  already  causing 
a  change  in  types  of  fuel    for  power  generation  in  the  South.      In  the  next 
few  years  most  additions  to  electric  generating  plants  will    use  fuel   oil, 
with  nuclear  fuel    perhaps   providing  most  growth   in   the  1980'5.      Refineries 
in  Mississippi,  Alabama  and  neighboring  states  would  help  provide  lower  fuel 
costs.     Plants  for  the  manufacture  of  synthetic   natural   gas   in  the  Mississippi- 
Alabama  area  would  be  favorably  located   to  serve  existing  gas  transmission 
lines.      (See  attached  map) 

The  location  of  a  superport  in  the  Mississippi-Alabama  area  would 
provide  better  nautical    safety  and  reduced  possibility  of  oil    spills  by 
avoiding  the  navigation  of  supertankers   in  areas  with  numerous  oil   and  gas 
production  platforms.      It  is  estimaLod  that  by  the  late  1970's   there  will    ho 
as  m;iny  <is   IGJlOO  wells  drilled   in   the  Gulf,   2,600  platfnni;s,   nn;l   7,000 
miles  of  underwater  pipelines. 

Better  protection  of  the  envirotmient  against  possible  oil  spills 
is  provided  in  the  eastern  Gulf  area  due  to  the  protection  provided  by  the 
offshore  barrier  islands,  the  outflow  of  fresh  water,  and  the  general  wind 
and  water  current  conditions. 
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SUPPLEMENT  TO 

ALABAMA-MISSISSIPPI  SUPERPORT 
(Preliminary  Study) 
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TIIIC    KCOl.DiilCAI.    JMI'ACr    O)'    A    Dl.KI'WA'I  I.K    VOKV 

IN  Till';  noktiii;;\sti:rn  cuu'  oi'  .h,.kico 

The  impact  of  the  proposed  Deepwater  Port  on  the  environr.iont  anJ  thus  on  llio 
fauna  of  the  area  will  depend  to  an  extent  on  its  location,  on  the  area  pcimanenLly 
lost,  on  the  extent  to  which  construction  alters  the  surrounding  environr.ient ,  and  on 
the  extent  to  wliich  petroleum  or  other  deleterious  products  can  be  prevented  from 
entering  into  tlie  ecosystem. 

The  logistics  inherent  in  the  safe  berthing  and  discharge  of  liquid  or  other 
cargoes  from  superships  dictate  a  minimum  depth  somev;liat  in  excess  of  100  feet  sur- 
rounding the  port.   We  have  assumed  for  purposes  of  discussion  a  depth  of  20  fathoms 
(120  feet)  as  minimal.   Because  of  the  tendency  for  construction  costs  to  rise  geo- 
metrically as  deptli  increases  we  also  assume  20  fathoms  to  be  the  optimal  depth. 

The  first  step  in  our  assessment  of  any  possible  damage  has  been  to  make  an 
inventory  of  tlie  fauna  in  the  areas  likely  to  be  affected.   Because  of  tlie  limited 
time  at  our  disposal  v;e  have  endeavored  to  draw  upon  readily  available  sources  of 
existing  data,  suppler.ienting  this  with  cruises  to  selected  stations,  concentrating 
especially  on  tliose  along  the  20-fatliom  contour. 

The  results  of  these  studies  of  the  existing  fauna,  qualitatively  and  quanti- 
tatively, of  the  characteristics  of  the  bottom,  and  of  overlying  water  masses,  and 
their  niovcinents  are  embodied  in  the  first  section  of  this  report. 

Present  linvironmental  Status  of  the  Area 

Kvaluation  of  tlie  Commercial  Fisheries  in  the  Area.   In  evaluating  tlie  fisheries 
we  must  keep  in  mind  that  effects  can  be  of  two  kinds:   (1)  local  damage  from  loss  of 
local  habitat,  or  conversely  enhancement  of  the  local  habitat,  depending  on  areas 
involved  and  type  of  co/istruction ;  and  (2)  damage  over  a  wider  area  from  dispersion 
of  petroleum  or  other  deleterious  products. 

Therefore  \ie  need  two  ansxjers :  (1)  the  value  of  the  fisheries  for  a  unit  of 
area  at  the  depth  of  the  proposed  port;  and  (2)  the  value  of  the  fisheries  over  a 
wider  area  that  could  be  damaged  by  oil  spills. 

This  first  section  utilizes  data  from  several  sources.   For  the  shrimp  fisheries, 
by  far  the  most  important  economically,  tlie  shrimp  landings  by  month,  by  spc'cies,  and 
by  5-faLlioiii  depth  zones  over  a  3-year  period  from  1969  through  1971  were  furnished 
us  by  ;ir.  D.  J.  )(oncl  of  the  liayou  l.n  liatre  office  of  the  National  Marine  Fi  rilierios 
Service  of  IJOAA  in  the  Oopartiaent  of  Conimerce . 
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Tlu>  important  fishery  for  small  croakers,  and  oLlier  species  for  use  in  the 
petfood  industry  is  well  documented  for  tliis  area  by  Roithmayr  (1965). 

The  data  on  experimental  hauls  of  various  types  of  fislilns  gear  in  tliis  area 
over  a  23-year  period  from  1950  to  April,  1972,  were  furnished  by  the  Soutlicast 
Fisheries  Center  at  Pascagoula,  of  the  National  Marine  Fisheries  Service  of  i\OM  in 
the  Department  of  Commerce. 

The  latest  detailed  statistics  of  all  the  total  fishery  landings  are  published 
in  Statistical  Digest  No.  62,  "Fishery  Statistics  of  the  United  States,  196S," 
National  Marine  Fislieries  Service. 

The  detailed  tables  on  the  shrimp  catches  between  Mobile  Bay  and  Mississippi 
Delta  for  both  "inside"  waters  (behind  the  barrier  islands)  and  by  depth  zone  for 
the  "outside"  waters  of  the  open  Gulf  appear  in  the  Appendix. 

The  average  catclies  of  shrimp  in  the  area  (Mobile  Bay,  88  vest  longitude,  and 
t)ie  Mississippi  Delta  are  given  in  Table  1. 

It  will  be  noted  tliat  the  "inside"  waters  annually  produced  7,700,000  pounds 
of  shriii'p  v.'orth  $4,500,000,  wliile  the  waters  of  the  open  Gulf  accounted  for  an 
additional  11,600,000  pounds  i.-orth  $10,700,000.   In  order  to  determine  the  calcli  per 
unit  area  in  tlie  vicinity  of  any  deep\;ater  port  locations,  we  determined  tlio  square 
nautical  miles  betv;een  5-iathom  depth  contours  (Table  2). 

The  quantities  of  shrimp  and  their  value  per  square  nauticai  mile  are  shovm  in 
Table  3.   The  shift  to  greater  values  per  pound  with  increasing  depth  is  caused  by  a 
greater  proportion  of  smaller  (and  younger)  shrimp  in  the  shallovjer  waters.   One 
nautical  mile  is  1.1516  statute  miles  so  one  square  nautical  mile  contains  849  acres. 
'J'he  overall  slirirap  production  in  the  open  Gulf  is  therefore  just  under  five  pounds 
per  acre  with  a  dockside  value  of  under  $5.00. 

The  chief  gear  used  in  the  experimental  hauls  was  the  otter  trawl.   Trawls  used 
varied  from  25  to  over  100  feet  in  width,  and  towing  time  varied  from  10  Minutes  to 
over  two  liours.   By  means  of  a  nomograph  all  hauls  \;erc  reduced  to  standard  units  of 
fisliing  effort  consisting  of  a  30-iiiinute  haul  by  a  trav;l  vji  tli  a  lieadrope  70  feet 
long.   To-.;ing  at  a  2-knat  speed  the  net  would  cover  one  knot  in  30  minutes.   Ihe 
70-root  net  would  tlius  cover  an  area  of  9.8  acres.   Tliis  would  be  the  figure  for  con- 
verting units  of  fishing  effort  into  area  covered. 

A  summary  of  the  biomass  per  unit  of  fishing  effort  by  depth  zones  and  by  20  to 
30  liiile  blocks  (  Figure  1)  is  given  in  Table  4. 

The  average  standing  ci'op  (biomass)  of  fish  and  invertcbra tc.--,  v.as  381  puiui.ls  for 
9.8  acres  or  38.9  puunds  of  benthic  fauna  per  acre  (acl.ua]  ly  this  is  catcli  and  the 
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Degrees    of 
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Sum  of    Squa 
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He, 

an   Square 

135 

205,480 

1,522 

67 

156,787 

2.340 

1 

3,240 

3,241 

67 

45,452 

678 

total  percentage  of  the  biomass  actually  taken  by  the  net  is  somewliat  conjectural). 
The  biomass  included  all  sizes  of  organisms  and  should  not  be  confused  with  market- 
able catch. 

The  question  arises  as  to  whether  the  variations  in  the  average  biomass  between 
depths  or  blocks  is  truly  a  significant  and  reliable  difference.   This  doubt  arises 
because  tliesc  data  cover  several  years  and  various  so.isoas. 

To  test  this  wt-  compared  34  paired  tow;,  (68  net  hauls,  with  a  net  towed  simul- 
l.mcoiisly  on  each  ;dde  of  the  vessel)  in  eacli  of  two  blocks  (2  and  5)  that  were  all 
made  in  April,  1972,  between  18  and  22  fathoms.  The  average  biomass  in  block  2  was 
553  pounds;  in  block  5  it  was  650  pounds.   The  test  results  are  as  follows: 

Source  of  Variation 

Total 

Between  pairs 

Between  blocks 

Discrepance  (error) 

F  =  3241/678  or  4.78  F  =  3.99  for  P  of  0.02 

So  tlie  difference  between  blocks  is  not  statistically  significant. 

The  petfood  industry  of  the  northern  Gulf  catches  about  80,000,000  pounds  annually 
of    small  cfoakers  and  other  species,  about  83%  of  whicli  is  canned  as  petfood.   Over  a 
5-year  period,  1959-1963,  60,536,000  pounds  were  caught  east  of  the  Mississippi  Delta 
between  tlie  Delta  and  Ferdido  Day.   Of  this  total,  37,432,000  pounds  v;cre  taken  in  0 
to  7  fathoms,  leaving  23  million  pounds  caught  in  8  to  30  fathoms.   The  area  betv.'cen 
10  and  30  fms  betvjeen  Mobile  Bay  and  the  Delta  is  1,566  square  miles  to  which  we  should 
add  half  of  tlie  area  between  5  and  10  fathoms  for  a  total  of  1,810  square  nautical 
miles.   liy  disregarding  the  very  small  portion  taken  in  deeper  \7ater  east  of  Mobile 
Hay  we  can  conservatively  estimate  a  yield  of  12,707  pounds  per  square  mile  on  t'nese 
offshore  grounds.   At  849  acres  per  square  nautical  mile  the  yield  is  15  pounds  per 
acre . 

The  value  to  the  fisherman  is  about  two  cents  per  pound.   llovjever  the  value  to 
the  industry  is  mucli  higher.   In  1962  Mississippi  petfood  processors  took  in  $14.9 
million  from  48,000  tons  of  raw  material,  or  a  value  of  6.4  cents  per  pound  to  tlie 
processor. 
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The  fish  taken  by  the  petfood  fleet  consists  of  the  following  on  the  average: 
Croaker  56% 

Spot,  sand,  and  silver  trout  19 

Cutlassfisli  5 

Sea  catfish  2 

Longspine  porgy  2 

Ml  others  16 

The  most  important  of  the  miscellaneous  species  were  striped  and  bay  anchovies, 
the  scaled  sardine  or  razorbelly,  butterfish,  inshore  lizardfish,  and  the  southern 
kingfish  or  ground  mullet. 

The  marine  landings  in  the  area,  exclusive  of  shrimp  and  petfood,  are  given  for 
certain  years  in  Table  5.   The  eastern  district  of  Louisiana  includes  both  the  eastern 
and  western  shores  of  Plaquemines  Parish  which  are  not  separable  in  the  statistics. 
We  can  now  make  an  estimated  annual  total  for  the  area  as  follov;s: 

Pounds  Va  lii  e^ 

Shrimp                                    19,270,000  $15,230,000 

Petfood  fish                              60,540,000  1,110,000 

Menhaden                                 419,540,000  7,100,000 

Oysters                                     11,770,000  3,760,000 

Blue  crabs                                   8.720,000  820,000 

Snappers,  Grouper,  Jewfish                    5,790,000  1,550,000 

Croakers,  fresh  for  food^                   13,920,000  1,810,000 

Other  fishes                               8,660,000  770,000 

548,210,000  $32,150,000 

We  can  now  make  estimated  ansv/ers  to  our  two  questions: 

1.  VTliat  is  the  value  of  the  fisheries  in  the  local  area  of  the  deepv/ater  port? 

2.  IJhat  is  the  value  of  the  fislieries  of  the  area  that  can  possibly  bo.  l!:i.  la-jed 
by  a  major  oil  spill? 

The  .insv/er  to  the  second  question  is  fisheries  with  an  annual  docUslde  value  of 
$32  million. 


1    Croakers,  used  frer.h  for  food,  increased  403^0  in  volume  in  Alabama  bctv;een 
1968  (Tnlili.'  5)  and  J970,  and  tliis  factor  was  used  for  remainder  of  area. 


482 


The  .-inswcr  to  Llic  first  question  is  a  triTle  more  tljfficult  but  we  cnn  w.ikr.   an 

estimate  iroiii  our  figures  that  appears  to  be  reasonably  sound: 

Pound G  and  Values  Per  Acre  of  the  Fislu-rics  of 

tlie  Vicinity  of  the  Proposed  Deepwater  Port 

Species        Pounds  Per  Acre  Value  Depth  of  Area 

(fathoms) 

$4.35  0-50 

1.36  10  -  50 

0.78       ■      5-50 

0.30  8-30 


Shrimps 

4.7 

Snappers,  etc. 

3.7 

Large  croakers 

6.0 

Petfood  fish 

15.0 

Totals  above 

29.4 

Total  biomass 

38.9 

$6.79 


7  -  34 


From  tlie  foregoing  answers  it  becomes  clear  that  a  deepwater  port  on  the  conti- 
nental shelf  will  not  by  its  presence  cause  unreasonable  damage  to  the  fisheries.   The 
imijor  item  of  value,  the  shrimps,  arc  estuarine  dependent  and  the  fact  that  a  very 
small  portion  of  the  shelf  is  occupied  will  have  no  effect  on  the  numbers  annually 
emerging  from  the  estuaries.   The  same  might  be  said  for  the  large  croakers  and  for 
the  petfood  fisli  wliich  are  predominantly  sciaenids. 

In  addition  to  the  benthic  shelf  fauna  there  are  certain  pelagic  fishes,  such  as 
tunas,  Spanish  mackerels,  thread  lierrings ,  and  other  clupeids  which  frequent  the  shelf 
and  the  water  column  over  adjacent  deeper  waters.   It  is  indeed  difficult  to  argue 
that  an  artificial  island  or  port  will  have  an  disruptive  effect  on  such  species. 

A  very  large  share  of  the  fislieries  of  the  area  are  prosecuted  in  the  estuaries 
themselves,  or  in  the  immediately  adjacent  shoal  waters.   This  will  include  oysters, 
blue  crabs,  menhaden,  the  larger  share  of  the  petfood  fishes,  and  a  fair  share  of  the 
shrimp,  especially  tlie  white  shrimp. 

Species  of  Licntliic  Invertebrates 

The  lientliic  invertebrate  fauna  in  that  portion  of  the  Gulf  of  Mexico  which  vjould 
be  affected  by  the  proposed  deepwater  port  have  been  sampled  sporadically.   The 
Appendix  provides  a  species  list  conpiled  from  Petersen  grab  and  otter  trawl  bottom 
samples  collected  by  tiie  Gulf  Coast  Research  Laboratory  (Franks,  et  al,  1972).  Included 
are  three  species  of  cool enterate ,  three  species  of  polychaete  worms,  two  gastropods, 
one  bivalve,  tv;o  stomatopods ,  27  decapods,  and  six  echinoderraLi .   Of  the  aninals 
obtained  from  these  s.uiiiiles,  tlie  coelonterate  Kenilla  mulleri  was  [;iost  abundant. 
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.Slime  otlici-  six'clo;;  wore  oblaliud  in  tlio  tr.-u;]s,  but  arc  not  included  in  lljr  ApiiLnd  i .; , 
ii.s  tlicy  arc  jjcnernlJy  considered  to  be  ncl-Lonic, 

A  r.iTlc'i  of  l'<aer:.en  grab  r.ainplcs  v/erc  a]fio  obtajned  l)y  Mi:SC  in  OcLelu-]",  1Q72. 
Only  (jne  sample  was  obtained  at  each  of  seven  stations;  of  tliose,  tlie  station  S 
sample  contained  no  live  animals,  and  only  a  few  shells  and  shell  f rasmcnts .   The 
results  of  this  preliminary  survey  are  summarized  in  the  Appendix.   Tliese  samples 
are  inconclusive  witli  respect  to  the  characteristics  of  the  benthic  coinmunitier,  at 
the  possible  port  sites.   All  stations  have  fauna  associated  with  sandy  mud  or  muddy 
bottoms,  with  the  possible  exception  of  station  6,  whicli  supports  a  mud  bottom  f.auna. 
Identification  of  many  species  was  made  difficult  because  they  were  represented  only 
by  fragments  or  damaged  individuals. 

Fishes  and  Hacroinvertebrates  of  the  Area 

In  assessing  the  ecological  impact  of  a  deepwater  port  on  the  macrofauna  it  is 

necessary  to  consider  tlie  two  ecological  subgroups  of  the  fauna,  tlie  pelagic  and 

demersal.   Any  environmental  change  is  likely  to  have  strikingly  different  effects  on 
tliesc  two  suhfaunal  elements. 

1.  Pelagic  fauna.  Since  no  significant  change  of  currents  or  water  qu.-.lity  is 
anticipated  by  construction  of  a  port  v/ell  offshore  in  the  northern  (nlf 

of  Mexico,  sucli  a  port  would  appear  to  have  no  significant  effect  on  \ic]a;Jc 
fauna.   Possible  thigmotropic  activity  by  some  pelagic  species  toward  the 
structure  could  result  In  concentration  of  desirable  species  and  increase 
ecosystem  stability  by  addition  to  habit  diversity. 

2.  bentliic  fauna.   The  influence  on  benthic  fauna  would  be  more  significant 
than  on  pelagic  fauna  and  its  extent  would  depend  in  large  part  on  the  type 
of  structure  and  on  the  extent  of  the  area  affected.   This  fauna  is  there- 
fore discussed  in  more  detail. 

'I'o  determine  potential  impact  of  the  port  on  the  benthic  fauna  of  the  north 
central  Gulf  several  localities  were  trawled  to  determine: 

1.  Jiie  dominant  species  occupying  the  potential  port  sites. 

2.  The  total  species  composition,  as  completely  as  possible,  on  tliese  sites. 
The  data  obtained  from  these  collections  v.'ere  supplemented  with  data  obtained 

from  the  Gulf  Coast  Research  Laboratory,  as  given  by  Franks,  et  al,  (1972),  and  from 
lioithmayr  (I'JC)),  in  his  analysis  of  the  Industrial  Bottomfish  Fishery  of  the  northern 
Cull  of  :ic;;ico.   In  ad<lition  data  from  collections  off  Ihe  coasts  of  houisiam  and 
Texas  (Moore,  et  al,  1970)  are  used  for  comparative  purposes. 
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A  complete  species  list  of  all  forms  collected  by  us,  with  percentages  of  all 
finfish  comprising  more  than  1%  of  the  total  finfish  by  weight,  is  Included  in  the 
Appendix. 

The  five  most  abundant  species  by  weight  in  the  vicinity  of  the  20-fathom  con- 
Lour  in  the  north  central  Gulf  of  Mexico  as  determined  by  various  investigators  are 
as  follows: 

Roithmayr  (1955)  -  8  to  30  fathoms 
Hicropogon  undulatus 
Leiostomus  xanthurus 
Cynosclon  arenarius  and 

C.^  nothus 
Stenotomus  caprinus 
Arius  f elis 
Franks,  et  al  (1972)  -  various  depths 
Micropogon  undulatus 
Stenotomus  caprinus 
Poionotus  burti 
Leiostomus  xanthurus 
Cynosclon  arenarius 
Shipp  (present  study)  -  18  to  22  fathoms 
Stenotomus  caprinus 
Lut janus  campechanus 
Diplec trum  bivi ttatum 
Prionotus  rubio 
Synodus  foetens 

Differences  may  reflect  variation  in  time  of  year,  gear  fished,  locality,  per- 
centages of  capture  at  various  depths,  etc.,  but  the  general  agreement  leaves  no 
doubt  as  to  the  dominance  of  certain  species. 

Only  the  red  snapper  among  the  dominant  species  listed  is  actively  sought  by 
sports  fishermen.   Because  the  snajjper  prefers  a  hard  substrate,  any  offshore  con- 
struction would  likely  increase  its  abundance.   There  exists  no  sports  fishery  offshore 
for  the  other  dominant  benthic  forms.   All  species  are  harvested  by  the  aniraal- 
food  fishery. 

The  species  collected  from  our  stations  included  no  rare  or  endangered  forms. 
The  effect  of  the  structure  itself  on  demersal  fauna  that  presently  inhabits  a 
deepwatcr  port  area,  will  probably  be  simply  a  loss  of  the  area  occupied  by  tin.' 


Croaker 

58% 

Spot 

15% 

Seatrouts 

5% 

Longspine  porgy 

5% 

Sea  catfish 

1% 

Croaker 

15% 

Longspine  porgy 

28% 

Butterfish 

7% 

Spot 

7% 

Sand  seatrout 

3% 

Longspine  porgy 

42% 

Red  snapper 

13% 

Dwarf  sandperch 

5% 

Blackfin  searobin 

5% 

Inshore  lizardfish 

4% 

485 


structure.  However,  the  ovcrnll  population  will  likely  be  modified  by  tlie  addition 
of  a  new  fauna  in  the  affected  area  adaiiteil  to  hard,  geometrically  complex  subbtr.iLi 
Tills  may  well  generate  a  sports  fishery. 

Comparative  evaluation  of  areas  east  of  the  Mississippi  River  Delta  with  tliose 
to  tlie  west  regarding  species  composition  of  finfish  fauna  show  minor  differences. 
Moore,  et  al  (1970),  demonstrates  species  dominance  from  the  Texas  and  Louisiana 
coasts  to  be  similar  to  that  reported  above. 
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llYDROGllA.rilY  OF  THE  KAST  LOUISIANA-MISSISSIPPI-ALABAJIA 
CONTINENTAL  SHELF  AND  ITS  EFFECT  ON  ANY  POSSIBLE  SPILL 

Tlie  currents  and  general  circulation  over  the  contincnt-il  slicK  off  tiie  states  of 
Louisiana,  Alabama,  and  Mississippi  is  attributable  to  four  major  factors:   winds, 
offshore  currents,  river  discharges,  and,  in  the  shallower  areas,  tidal  currents.   The 
considerable  seasonal  and  diurnal  variation  in  the  magnitude  of  tliese  four  components 
prevents  any  particular  one  from  being  singled  out  as  tlie  dominant  force.   Any  con- 
sideration of  site  location  for  an  offshore  facility  sliould  include  a  description  of 
the  area  with  regard  to  those  physical  and  hydrological  properties  influencing  any 
possible  spill.   An  assessment  of  the  circulation  and  environmental  conditions  in  this 
northeast  Gulf  area  must  first  be  considered  in  terms  of  their  relationship  to  the  total 
Gulf  circulation. 

Interpretation  of  results  from  surveys  prior  to  1962  and  certain  cruises  since 
sliows  the  general  circulation  pattern  for  the  Gulf  of  llexico  to  consist  of  a  clockwise 
Ldop  Current  flowing  into  the  Gulf  through  the  Yucatan  Strait  and  exiting  tlirougli  the 
Florida  Strait.   Large  eddies  that  decay  over  periods  of  three  to  six  r.onths  frt^qucntly 
form  from  the  meanderings  of  the  Loop  Current  and  drift  into  the  western  Gulf.  V.o 
'    significant  semipermanent  currents  prevail  in  the  western  Gulf  with  the  possible  ex- 
ception of  a  boundary  current  along  the  Texas  coast. 

Direct  current  measurements  and  attempts  at  delineating  the  seasonal  variability 
of  the  Yucatan  Current  entering  the  Gulf  indicate  speeds  up  to  250  cm/sec  in  the  core 
of  the  current  during  the  spring  and  summer. 

Cocrane  (1963)  reported  that  the  Yucatan  Current  (Loop  Current  upon  entering  the 
Gulf  of  Mexico)  extends  on  a  near  straight  course  to  the  NNE,  sometimes  almost  reach- 
ing to  the  Mississippi  Delta.  A  subsequent  series  of  hydrographic  cruises  revealed 
tliat  tliere  was  a  northward  progression  of  the  Loop  Current  from  the  southeastern  Culf 
in  mid-winter  to  the  edge  of  the  continental  shelf  off  the  Mississippi  River  Delta  in 
August.   This  Loop  Current  dominates  the  eastern  Gulf  circulation. 

Tlie  location  and  orientation  of  convergence  lines  determined  fro.n  data  collected 
by  both  aerial  surveys  and  standard  hydrographic  cruises  depict  a  northward  flow  south 
of  the  Mississippi  Delta  which  diverges  into  east-northeast  and  northvi^st  branches 
which  exert  a  drag  on  the  lighter  waters  from  the  Mississippi  River  passes.   The 
resultant  north-eastward  semipermanent  current  is  aligned  with  the  bottom  topof;raphy. 
Tlie  change  in  bathymetry  contributes  to  a  branching  of  the  eastward  coinponent  over  the 
DeSoto  Canyon  soutli  of  Pensacola,  Florida.   The  currents  resulting  from  this  bifurcation 
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fjdw  c;ist  and  west  producing  nn  anticyclonlc  (clockwise)  circulation  arounp  the  levis 
dense  water  cast  of  the  canyon  and  a  cyclonic  (counter-clockwise)  circulation  west  of 
the  canyon. 

Differences  in  water  density,  a  function  of  temperature,  salinity  and  pressure, 
in  a  horizontal  direction  can  exist  only  In  the  presence  of  currents.   The  j^eneral 
distribution  of  density  is  therefore  closely  related  to  the  character  of  the  currents. 
The  maior  features  of  the  surface  circulation  may  be  deduced  from  the  spatial  distri- 
bution of  density  shown  in  Figures  11  through  18. 

Along  most  coastal  areas  where  there  is  a  significant  amount  of  freshv;ater 
influx  into  the  sea  due  to  land  drainage,  there  is  a  general  tendency  for  the  fresh- 
water to  move  offshore  and  the  denser,  more  saline,  water  to  move  in  underneath. 

The  river  discharge  influence  in  the  Alabama-Mississippi  portion  of  the  north- 
east Gulf  is  in  the  creation  of  sloping  pressure  surfaces  which  result  from  changes 
in  density  and  the  hydraulic  head.   The  momemtum  of  the  discharges  from  South  Pass 
and  Pass  a  Loutre  is  dissipated  by  mixing  seawater  near  the  mouths  of  the  passes  and, 
thus,  contributes  little  to  the  current  speed  at  any  distance  from  the  river.   Tlie 
diversion  of  the  river  outflow  into  an  easterly  direction  is  related  to  the  ariount  of 
river  discharge,  prevailing,  winds,  and  the  semipermanent  current  aligned  vith  the  con- 
tincMital  slope  that  exerts  a  drag  on  the  lighter  river  water.   The  occurrence  of  this 
phenoniena  is  apparent  in  Figures  11  through  18. 

Little  is  known  of  the  degree  of  influence  the  river  discharges  from  the  states 
of  Alabama  and  Mississippi  have  upon  the  shelf  circulation.   It  has,  however,  been 
substantiated  through  a  recent  three-year  investigation  that  the  discharge  from  tlie 
Pascagoula  River  rarely  extends,  unmixed,  beyond  the  barrier  islands  twelve  miles 
offshore . 

The  discharge  rate  of  Pearl  Pviver  which  empties  into  Lake  Borgne  ranges  from 
1,200  CFS  to  aJmost  400,000  CFS .   During  the  high  discharge  periods,  the  freshwater 
is  detectable  extending  beyond  the  barrier  islands. 

The  entire  northern  boundary  of  the  study  area  is  dotted  \.'ith  sources  of  fresli- 
watcr  discharges  ranging  from  the  Mississippi  River  on  the  v.'estern  liouiul.iry  to  ^tobile 
Ray  on  the  eastern  lioundary. 

Tlie  overall  effect  that  these  freshwater  sources  have  on  the  circulation  of  sur- 
face waters  in  tlie  study  zone  has  been  investigated  by  the  Gulf  Coast  Research 
Laboratory  for  river  systems  along  the  Mississippi  coast  and  arc  summarized  in 
Figure  (i .      l,ow  volumes  of  fresh  water  discharge  are  observed  from  aliout  Ajiril  to 
November  (corresponding  to  lov;  rainfall  fioriods  and  maximum  cvaiior.iLion  losses)  wilh 
relatively  high  discharge  rates  noted  from  November  to  March. 
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Since  these  frcsliw.iLer  discliarges  are  .1  source  of  rcsistiincc'  for  surfaii'  w.iU-r 
penetration  in  the  near  coastal  zone  (barrier  islands)  resulting  from  wind  and  tidal 
effects,  they  become  critical  parameters  in  the  overall  evaluation  of  possible  site 
kelections  for  superport  facility.   Further  evidence  of  freshwater  discharge  resist- 
ance is  shown  by  comparing  the  various  levels  of  salinity  in  each  of  four  zones 
illustrated  in  Figure  7.   As  these  zones  move  progressively  inland  salinities  are 
observed  to  decrease  rapidly  as  shown.   The  influence  of  discharge  rate  on  salinity 
is  also  clearly  indicated  in  Figure  8. 

Many  of  the  gross  features  of  the  general  ocean  circulation,  and  some  of  its 
details,  are  directly  related  to  the  curl  of  the  wind  stress  on  the  sea  surface. 
Although  tlip.  Gulf  of  Mexico  is  relatively  small,  and  its  current  regime  dominated 
primarily  by  the  Loop  Current,  its  surface  circulation  is  in  part  a  result  of  the 
wind  stress. 

A  research  effort  for  the  Air  Force  Cambridge  Research  Center  tabulated  wind 
stress  from  wind  velocity  data  for  2   latitude-longitude  quadrangles  based  on  ship 
observations  for  a  105-year  period.   Maps  of  average  monthly  wind  stress  for  the 
Gulf  of  Mexico  (Figures  19  and  20)  nay  be  easily  compared  with  the  average  sea  sur- 
face currents  for  the  corresponding  months  (Figures  31  and  32). 

Analysis  of  returns  from  approximately  15,000  ballasted  surface  drifters  released 
over  the  shelf  and  south  of  the  Mississippi  River  Delta  indicated  a  predominately 
westward  flow  in  the  northwestern  Gulf  and  a  highly  variable  and  complex  circulation 
system  in  the  northeastern  Gulf  (Figures  33  through  40). 

Comparison  of  the  si^atial  distribution  of  density  with  the  corresponding  surface 
drift  data  expresses  remarkable  agreement. 

Localized  Effect  of  Structure  Itself 
Types  o f _  Structure . 
1.    Kffect  of  use  on  structure  type.   The  type  of  structure  will  depend  to 

some  extent  on  wliether  it  is  to  be  for  single  or  multipurpose  use.   Thus 
for  liquid  cargoes  only,  such  as  oil,  the  structure  needs  only  to  provide 
safe  moorage  and  pumping  facilities. 

If  the  structure  is  also  to  provide  for  handling  and  transfer  of  solid 
bulk  cargoes  the  area  and  stability  of  the  structure  must  be  greater. 
Also  tlie  berthing  facilities  must  bo  different  to  provide  for  cargo  trans- 
fer and  for  a  large  number  of  smaller  vessels  or  I>arges. 
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^-PilT'L'  _^i'^'^^_M'*^L^_JiL  •ll_ri'ct_iirc£,  tlioir  .idvanl.iju'f;  and  il  Uwulv.iiitai'.cs . 

a.  rolclor.   Tlic  polder  Lypi-  of  construction  boinp,  considorcd  for  f.oino 
airports  can  be  dismissed  as  beinp,  suitable  for  ports  only  in  dopLli.s 
too  shallow  for  deep  draft  vessels. 

b.  Dredp,ed  channel.   The  alternative  to  an  offshore  structure  or  mooring 
is  a  dredged  channel.   Such  a  channel  along  the  gently  sloping  Gulf 
coast  would  require  the  removal  of  enormous  quantities  of  spoil.   The 
cost  of  dredging  alone  would  fully  equal  the  cost  an  offshore  structure. 
Additional  costs  include  frequent  maintenance  dredging,  the  disposi- 
tion of  great  quantities  of  spoil,  and  the  destruction  and  rebuilding 

of  existing  harbor  facilities.   In  Mobile  Bay,  for  example,  a  1,000- 
foot  channel  (the  minimum  width  for  safe  passage  of  two  supertankers 
of  200-foot  beam),  with  an  80-foot  plus  depth  and  a  1  to  10  shoulder 
slope  would  cut  a  swath  2,400  feet  wide.   Such  a  channel  would  have  a 
tremendous  ecological  impact,  and  scarcely  merits  serious  consideration. 
The  risk  of  collision  or  damage  of  an  oil-laden  supertanker  xjithin  the 
bay  itself  also  militates  strongly  against  such  a  sol-.ition. 

c.  Mooring  systems.   Mooring  systems  differ  from  othfcr  transfer  faci]l- 
ties  in  that  the  vessel  does  not  come  alongside  a  s-tructure  or  a  bertli. 
The  vessel  in  effect  is  merely  moored  to  a  floati,:;;  huoy  that  is  firn]y 
anchored  by  taut  mooring  cables  to  enormous  anchors  embedded  in  the 
bottom.   Such  a  system  is  suitable  for  liquid  cargoes  only.   The  moor- 
ing system  consisting  of  one  buoy  is  called  a  Sinp.Je  Point  mooring  . 

or  monobuoy.   A  cluster  of  several  buoys  may  be  u^j^d   surrounding  a 
small  platform  supporting  the  pumps  for  pumping  tli«£  oil  ashore  through 
pipelines . 

The  mooring  system  itself  should  have  little  impact  on  the  environment. 
Many  of  these  offshore  mooring  buoys  are  in  use  around  the  world  and 
have  been  proven  to  be  reliable  and  environmentally  sound. 

d.  llnloading  platforms.   An  alternative  to  the  moored  buoy  systems  is  the 
unloading  platform,  cither  moored  or  supported  on  concrete  pilings. 
The  vessels  come  alongside  and  pumps  on  the  platform  transfer  the 
liquid  cargo  into  the  pipelines.   These  small  unloading  platforms  arc 
also  single  purpose.   They  have  the  disadvantage  of  lack  of  shelter 
for  the  vessels  in  lioavy  weather  while  alongside  the  platform.   In 
Cook  Inlet  where  botli  ice  and  extreme  tidal  range  increase  this 
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difficulty  platform  lej^s  of  huge  steel  caissons  and  movable 
floating  fenders  between  the  vessel  and  the  platform  are  used. 

e.  Seawalls .   In  this  system  a  seawall  is  constructed,  usually  in  the 
shape  of  the  letter  "C"  with  the  opening  in  the  lee.   Tlie  inside  vill 
is  of  steel  sheet  piling  to  naintain  tlie  necessary  donth.   The  outer 
side  can  be  of  sheet  piling  also  but  may  be  of  dredged  material  v/i  th 
slopes  armored  by  heavy  rubble.   In  its  simplest  form  the  seawall  docs 
not  contain  sufficient  area  for  storage.   It  provides  safe  sheltered 
berthing  which  in  itself  should  be  an  important  safeguard  against 
accidental  spills.   Furthermore,  a  boom  system  across  the  harbor 
entrance  should  provide  good  insurance  for  the  containment  of  oil 
spills.   The  reef  habitat  furnished  by  the  heavy  rubble  should  be 
important  in  the  smooth  bottomed  region  of  the  Gulf  and  may  be  of 
greater  benefit  than  the  loss  of  area  entailed  by  the  structure. 

f.  Artificial  islands,  filled  type.   Since  there  may  be  economic 
reasons  for  a  multipurpose  facility,  artificial  islands  must  be  consi- 
dered on  account  of  the  need  for  larger  areas.   On  such  islands  one 
could  handle  both  liquid  and  dry  bulk  cargoes,  possibly  container J  x,ed 
cargoes  for  transfer  to  barges,  and  even  a  nuclear  powerplaut.   The 
size  and  shape  of  such  an  island  is  largely  an  engineering;  problem. 
From  an  ecological  standpoint  it  is  important  that  risks  of  oil  spill- 
age be  minimized,  by  sheltered  berthing  of  tankers  in  areas  where 
spilled  oil  can  be  contained,  and  by  keeping  the  island  in  a  sufficient 
depth  of  water  to  safeguard  against  navigational  accidents.   If  a 
nuclear  plant  is  installed  there  must  be  a  sufficient  volume  of  v;ater 
exchange  to  dilute  the  thermal  effluent. 

Tlie  island  will  require  a  large  amount  of  sand  fill,  which  could  dis- 
turb the  substrate  over  an  area  much  larger  than  tlie  island  itself. 

g.  Artificial  islands,  supported  type.   In  the  depth  of  water  required 

for  a  deepwater  port  it  may  be  as  cheap  or  even  clieaper  not  to  use  fill, 
but  to  support  all  or  most  of  the  island  on  prestrcssed  concrete  uil- 
ings.   This  system  would  have  certain  advantages;  the  island  could  all 
be  in  water  of  ample  depth  for  deep  draft  vessels  v^ithout  any  substan- 
tial increase  in  cost;  without  fill  there  would  be  no  need  for  any 
significant  disturbance  of  the  substrate  in  the  surrounding  area;  and 
the  "island"  would  present  mininiuiii  interference  to  the  prevailing 
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currents,  facilitating  quick  dilution  of  any  thermal  effluent  from  a 
nuclear  station.   Disadvantages  are  the  inherent  risk  of  a  nucJcar 
plant  not  encased  in  ample  fill,  the  cost  of  wliatever  devices  are 
used  to  dampen  wave  action,  and  the  increased  cost  of  the  much  longer 
devices  needed  to  contain  oil  spills. 
Discussion  of  Structure  Types  and  Their  Environmental  Impact.   In  the  follov;ing 
list  the  chief  advantages  and  disadvangates  are  summarized: 

Advantages  and  Disadvantages  of  Various  Types  of 
Structures  for  a  Deepwater  Port 


Type  of  Structure 

1.  Polder 

2 .  Dredged  channel 

3.  Mooring  systems 


Advantages 


Little  physical  impact 
on  habitat 


Unloading  platforms   As  above 
Seawalls 


Safe  berthing,  good 
oil  spill  containment, 
rubble  slope  for  reef 
habitat 


Disadvantages 

Too  expensive  and  too 
risky  for  deep  water 

Disturbances  in  estuary, 
risks  of  large  oil 
spillage 

Liquid  cargo  only 


As  above 

Area  too  small  for 
multipurpose  use 


Artificial  island,    Multipurpose  use,  safe 


filled 


Artificial  island, 
supported 


berthing,  oil  spill 
containment 

Oil  and  dry  bulk  cargo, 
good  water  depth,  little 
substrate  disburbance 


Need  for  fill  will  at 
least  temporarily  distvirb 
a  large  bottom  area 

Safety  of  any  nuclear 
installation,  expensive 
to  control  oil  spills, 
need  for  v.'ave  dampeners 

Of  the  deepwater  facilities  listed  we  can  dismiss  number  1  as  impractical  (it  is 
being  considered  seriously  for  airports  in  shoal  areas). 

The  dredged  channel  would  be  enormously  expensive,  not  only  for  dredging  but  in 
numerous  other  ways,  such  as  maintenance,  and  great  changes  in  existing  bcrtliing  and 
handling  facilities.   This  huge  channel  would  have  a  major  environmental  impact.   Huge 
vessels  plying  over  the  salt  wedge  would  undoubtedly  increase  bay  salinities.   The 
area  of  the  channel  itself  would  remove  considerable  habitat.   Tlie  disposal  of  the 
great  amount  of  spoil  would  in  itself  ruin  the  bay  unless  it  v'cre  transported  by 
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liopper  clr(!dBe  outside  of  the  bny  where  It  would  again  be  deleterious  if  dumped  on  the 
continental  shelf.   This  type  of  solution  is  not  recommended. 

Mooring  systems  and  small  unloading  platforms  entail  minimum  risk  of  oil  spil- 
lage, and  could  be  relatively  quickly  built  and  could  be  constructed  at  minimum  cost. 

For  a  single-purpose  installation  -  liguid  cargo  handling  -  a  C-shapcd  seawall 
would  provide  safe  berthing  and  oil  spill  containment.   It  would  require  large  amounts 
of  construction  material  and  would  be  costly. 

For  multipurpose  use  some  form  of  artificial  island  is  necessary  to  furnish  suf- 
ficient area  and  to  gain  sufficient  safety  from  high  winds  and  hurricane  tides. 
Wlicthcr  tlie  island  is  of  a  fill  or  supported  type  Is  an  engineering  problem,  both 
have  advantages  and  disadvantages. 

Such  artificial  islands  are  extremely  expensive. 

Effect  on  the  Fauna  of  Possible  Oil  Spills 

The  effect  on  the  fauna  of  possible  oil  spills  depends  upon  several  factors: 

1.  The  type  of  material  spilled,  which  is  related  to  the  degree  of  refinement 
of  the  petroleum  product  involved.   Thus  a  heavy  kill  of  fish,  vjonns , 
crustaceans  and  molluscs  occurred  rapidly  in  Buzzards  Bay,  Massacliusctts , 
v;hen  a  wrecked  barge  released  38,6A7  metric  tons  of  a  finished  petroleum 
product  //2  diesel  fuel  oil.   Tlie  relatively  high  toxicity  of  diesel  fuel 
comjjared  to  crude  oil  was  again  demonstrated  in  Baja,  California  when 
8,000  metric  tons  of  dark  diesel  was  spilled  at  the  mouth  of  a  snail 

cove  causing  an  immediate  and  drastic  kill  of  marine  life. 

2.  The  time  elapsing  beCi'jeen  the  time  of  the  spill  and  its  reachinp,  the  shore. 
Thus,  crude  oil  spilled  seven  miles  offshore  at  Santa  Barbara  rer.ained  at 
sea  several  days  before  arriving  at  the  shore  and  was  thus  allowed  to  lose 
many  of  its  toxic  volatile  components  through  evaporation  prior  to  its 
arrival. 

3.  The  type  of  cleanup  methods  used.   When  the  Torrey  Canyon  ran  aground 

15  miles  offsliore  of  Cornwall,  England,  in  1967  it  released  119,000  metric 
tons  of  Kuv;ait  crude  oil,  half  as  much  again  as  the  Santa  Barbara  spill, 
but  twice  as  far  from  shore.   Although  the  slicks  had  some  time  to  lose 
toxic  volatile  fractions,  the  cleanup  operations  involved  extensive  use  of 
detergents,  and  dispersants  (some  were  kerosene-based).   These  cleanup 
materials  proved  more  toxic  to  marine  organisms  than  crude  oil.   After  tlic 
Santa  Barbara  spill  no  dispersants  vjere  used  inside,  the  one-mile  limit 


15 


493 


except  v/hen  oi]  penetrated  the  Santa  Darbara  harbor.  lieaches  were  cleaned 
by  strewing  cliopped  straw  which  was  scooped  into  trucks  and  hati.Ted  ,u-mv  i  >> 
be  burned. 

The  Santa  Barbara  crude  oil  spill  had  no  appan-ur  .'floct  on  I  hr  .ibmul.ini 
distribution  of  the  important  pelagic  species  o£  school  fishes  as  shown 
by  surveys  of  the  channel  by  the  California  Department  of  Fish  and  Game 
made  in  the  same  manner  as  their  routine  sea  surveys.   They  stated  that 
there  were  no  adverse  effects  on  the  anchovy,  F.ngraulis  mordax,  as  a  result 
of  the  oil  leak. 

Whether  the  results  of  the  Santa  Barbara  spill  can  be  spplied  generally  is 
open  to  some  question.   The  Santa  Barbara  crude  oil  has  a  high  asphaltene 
component  and  is  relatively  insoluble  in  water.   The  aromatic  fraction 
generally  regarded  as  the  most  toxic  is  low.   Since  the  oil  tends  to  remain 
at  the  surface  the  volatile  components  are  lost,  reducing  the  potential 
toxici  ty . 
A.    A  fourth  factor  that  may  be  of  considerable  importance  is   the  effect  of 

freshwater  outflow.   Outflow  of  fresh  water  from  the  estuaries  is  likely  to 
be  a  major  factor  in  prevention  of  damage  in  the  sheltered  narsei-y  areas 
lying  shoreward  of  the  barrier  islands.   This  outflow  caa  bt  important  in 
two  ways : 

a.  The  low  salinity  residual  currents  flowing  out  of  the  interisland 
passes  will  tend  to  hold  any  oil  slicks  offshore  escept  perhaps  under 
conditions  of  strong  onshore  winds  that  might  crea'ie  a  surface  current 
that  would  override  the  current  caused  by  freshwater  outflow. 

b.  The  suspended  sediments  in  the  freshwater  outflow  may  cause  the 
adsorption  (or  sorption)  of  oil  on  the  suspended  detrital  particles 
resulting  in  the  sinking  of  large  quantities  of  oil  from  the  water 
surface.   Kolpack  (1971)  showed  this  effect  in  the  case  of  the  Santa 
Barbara  oil  spill,  as  shown  in  the  follovjing  figure  from  Ills  report. 

The  nortliern  Gulf  estuaries  are  relatively  shallow,  muddy,  nutrient  rich 
areas,  horded  by  extensive  areas  of  salt  marsh.   Tliey  provide  nursery  area 
for  practically  every  commercially  valuable  species  sought  after  in  the 
northern  Gulf.   The  high  particulate  content  of  the  estuarine  waters  may 
precipitate  out  many  of  the  detrimental  components  of  the  oil. 
An  oil  spill  may  affect  the  immediate  local  area  and  in  some  cases  caur.e  biologic 
changes  which  may  persist  for  several  years,  but  it  docs  not  cause  permanent  bJolo-ic 
damage.   The  rcpopulation  of  marine  organisms  in  the  affectr.d  area  begins  witliin  one 
or  two  biologic  cycles.   This  is  documented  by  past  spills. 

16 


494 


A  spill  of  more  than  3,000  barrels  of  1-2    fuel  oil  a  finished  pctrolouni 
product  at  West  Falmouth,  Massachusetts,  in  1969  is  known  to  have  killed  larpe 
numbers  of  marine  organisms  in  the  sublittoral  zone,  and  the  shellfish  wore  be- 
lieved unsuitable  for  harvesting  or  sale  for  many  months.   An  independent  study 
two  years  later  observed  a  healthy  biologic  community  present  in  the  area. 

The  wreck  of  the  Tampico  Maru  in  1957  spilling  //2  fuel  oil  a  finished 
petroleum  product  on  the  Baja,  California  coast  caused  heavy  and  immediate 
mortality  to  much  of  the  fauna  in  the  area.   Although  substantial  recovery 
of  marine  life  occurred  within  a  year,  some  effects  of  the  spill  were  evident 
several  years  later. 

The  widely  publicized  Santa  Barbara  crude  oil  spill  of  January,  1969,  caused  I  he 
death  of  sea  birds  and  temporarily  coaled  large  stretches  of  adjacent  beach.  llowrvcr 
later  studies  of  the  effect  on  marine  life  in  the  area  revealed  no  permanent  diimagc. 

The  crude  oil  spill  from  the  Torrey  Canyon  likewise  resulted  in  little  or  no 
persistent  damage  to  marine  organisms  in  England  or  France. 

The  severity  of  the  biologic  effects  of  a  spill  depends  upon  many  variables. 
The  degree  of  the  immediate  biologic  effect  is  greater  with  some  petroleum  products 
than  witli  crude  oil.   Other  factors  are  also  important.   The  amount  of  spilled  oil, 
of  course,  is  one  of  them.   A  lot  of  oil  in  a  small  area  naturally  is  going  to  have 
more  effect  than  the  same  amount  of  oil  over  a  larger  area.   Tlie  physiography  of  the 
area  will  be  important  in  determining  the  length  of  time  the  oil  stays  in  the  area 
and  how  widely  it  is  dispersed.   Season,  weather  conditions  at  the  sane  time  of  the 
spill,  other  environmental  stresses  and  the  way  the  oil  is  cleaned  up  will  all  liave 
some  bearing  on  the  degree  of  contact  of  the  oil  with  marine  organisms. 

Knvironinental  Comj-iarison  of  Deepwater  Port  Sites  East  and  \Jest  of  the  Mississippi 
River  Delta 

Under  normal  circumstances,  the  superport  located  anyv.'here  along  the  20-fath()m 
contour  in  the  east  north  central  Gulf  of  Mexico  v;ould  have  no  appreciable  detrimen- 
tal effect  on  the  environment.   However,  such  a  port  located  off  the  coast  to  the 
west  of  the  Mississippi  River  Delta,  although  considered  environmentally  safe  under 
such  normal  circum.itances ,  in  the  event  of  some  unforeseen  disaster  which  may  result 
in  oil  spillaj^e,  appears  to  he  significantly  less  desirable  than  a  location  to  the 
e.ist  of  the  Delta.   The  factors  responsible  for  these  differences  arc  discussed 
below. 
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1.  Freshwater  Input.   A  large  amount  of  freshwater  leaves  the  coastal  plain 
via  river  systems  between  Mobile  Hay  and  the  Mississippi  River  (see 
Appendix  tables).   This  water  flows  into  the  Gulf  at  the  surface  throufji 
passes  between  the  barrier  islands.   Thus  tliere  is  a  net  offshore  surface 
movement  of  water,  which  would  retard  or  prevent  oil  reaching  the  estuaries 
in  the  event  of  an  offshore  spill.   There  is  comparatively  little  fresh- 
water runoff  v;est  of  the  Delta,  and  its  movement  offshore  is  diffuse  and 
thus  less  effective  in  resisting  potential  onshore  movement  of  an  oil  film. 

2.  Currents.   Current  data  indicates  that  the  mass  movement  of  water  east  o-f 
the  Mississippi  River  Delta  appears  to  be  eastward  and  slightly  to  the  south, 
thus  a  new  movement  away  from  shore.   This  is  in  part  related  to  freshwater 
movements  cited  above.   The  dominant  water  movement  west  of  the  Delta  is 
westward  toward  the  Louisiana  and  Texas  estuaries. 

3.  Barrier  islands.   The  coastline  between  Mobile  Bay  and  the  Mississippi 
River  is  guarded  by  barrier  islands  (see  Figure  2) ,  which  form  a  physical 
obstruction  against  the  movement  of  oil  into  estuaries  and  onto  the  main- 
land.  Such  islands  are  absent  from  the  Mississippi  River  westward  to 
Galveston.   Thus  tlie  estuaries  of  the  Louisiana  coastline  are  directly 
exposed  to  an  onshore  movement  of  oil. 

A.    Hind  shelter.   Depending  on  speed  and  direction,  the  biggest  single  factor 

influencing  movement  of  an  oil  spill  may  be  wind.   In  considering  sites  cast 
of  the  Delta  it  should  be  noted  that  the  fetch  of  southwest  winds  is 
obstructed  by  the  Delta,  whereas  the  southwest  wind  blows  directly  onshore 
during  a  large  portion  of  the  year  along  the  northern  Gulf  vjest  of  the 
Delta.   This  could  be  an  important  consideration  in  the  safe  berthing  of 
large  vessels,  and  have  a  bearing  on  the  inshore  movement  of  oil  slicks. 

5.    Sediment  influence  on  spills.   The  large  amount  of  sediinen t-laden  freshvjater 
flowing  seaward  out  of  the  passes  between  the  barrier  islands  east  of  tlic 
Delta  should  afford  more  protection  to  the  estuaries  against  oil  spj lis 
(see  Figure  3)  ,  than  is  the  case  west  of  the  Delta  where  the  estu.iries  do 
not  discharge  as  great  a  volume  of  freshwater. 
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Summary 

In  the  interest  of  preserving  the  ecolopy  of  the  offshore  is] ands  and  coastal 
zone  with  regard  to  possible  oil  spills  or  other  incidents  considered  hariiifu]  to  tlie 
environment,  location  of  the  supcrport  is  recommended  south  of  29°  50'.   This  re- 
striction on  the  location  would  allow  sufficient  time  to  execute  an  expedient  oil- 
cleanup  in  the  event  of  a  spill.   Locating  the  port  at  this  latitude  and  at 
approximately  longitude  88   15 'W  (no  further  west)  will  place  the  port  in  the  most 
favorable  position  to  take  advantage  of  the  high  density  water  mass  that  travels  in 
a  cyclonic  manner  around  the  lighter  water  over  the  shelf  due  to  the  Mississippi 
River  discharge.   This  entrainment  by  the  prevailing  current  regime  would  tend  to 
keep  the  spilled  oil  offshore  for  a  period  of  time,  provided  there  were  no  adverse 
v/inds ,  allowing  cleanup  operations  to  be  undertaken. 

V/inter  would  be  the  safest  period  in  the  event  of  a  spill  with  the  combination 
of  favorable  factors  being  the  high  rates  of  river  discharge  and  offshore  v;inds. 
The  most  unfavorable  period  would  be  during  the  summer  and  fall  with  low  rates  of 
river  discharge  and  southerly  winds . 
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PREFACE 

Alabamians  have  sought  new  sources  of  energy  to  help  them  develop 
this  great  State  since  the  origin  of  our  statehood.  The  energy  needs  of  the 
State  continue  to  grow  at  an  ever  increasing  rate.  The  farmer,  the  fisherman, 
the  businessman,  and  the  housewife  all  have  increased  energy  needs  and 
common  concerns.  Many  of  them  have  shown  their  concern  by  supporting 
the  AMERAPORT  Corporation.  To  these  Alabamians  we  say,  "Thank  you," 
and  solicit  their  continued  financial  and  moral  support.  To  those  Alabamians 
who  have  not  yet  shown  their  support,  we  ask  them  to  join  us  in  contributing 
to  the  economic  improvement  of  our  State. 

The  report  that  follows  is  a  chronicle  of  past  activities  and  a  plan  for 
future  steps  by  the  AMERAPORT  Corporation.  It  is  presented  to  provide 
you  with  a  summary  of  where  and  how  contributions  were  applied.  It  is  also 
an  indication  of  the  stewardship  entrusted  to  the  officers  and  staff.  We  think 
you  will  find  that  much  progress  has  been  made  and  that  the  AMERAPORT 
Corporation  has  sought  to  perform   in  the  best  interests  of  all  Alabamians. 

While  this  report  addresses  a  specific  aspect  of  development,  i.e.,  an 
off-shore  oil  terminal  and  associated  refineries,  this  is  only  the  beginning.  As 
commerce  expands,  consideration  will  be  given  to  expanding  the  terminal  to 
handle  other  commodities. 

We  should  also  consider  the  petro-chemical  and  other  related  secondary 
industries  that  will  develop  as  a  result  of  the  initial  terminal.  These  industries 
will  provide  additional  jobs  and  boost  the  economy  statewide  and  in  the 
AMERAPORT   impact  area. 

The  AMERAPORT  is  like  a  pebble  thrown  into  a  still  pool.  The  ripples 
will   impinge  on  every  side. 


L  W.   "Red"    Noonan 
Chairman 
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INTRODUCTION 

Recently,  there  has  been  considerable  interest  shown  by  several  agencies 
and  states  in  developing  a  Superport  in  the  Gulf  of  Mexico.  This  interest 
is  bolstered  by  the  advent  of  operational  supertankers  and  the  prospects  of 
vessels  in  excess  of  450,000  dead  weight  tons.  Ships  of  this  size  evolved  out 
of  the  econonnies  of  large  ship  transportation  for  oil.  The  recent  increase  in 
the  number  of  supertankers,  both  under  construction  and  planned,  comes  from 
the  developed  world's  increasing  energy  needs.  An  energy  shortage  has  already 
been  experienced  in  the  United  States,  and  is  likely  to  become  severe  as  the 
national  per  capita  income  and  population  increase.  Estimates  of  energy 
consumption  forecast  the  U.  S.  reserves  of  oil  at  nine  years,  gas  at  twelve 
years,  and  coal  at  six  hundred  years.  The  energy  crisis  points  out  the  pressing 
need  to  import  such  energy  resources  as  oil  and  natural  gas  to  supplement 
our    reserves. 

The  energy  crisis  is  singularly  significant  for  the  Southeastern  United 
States  since  this  area  is  in  the  latter  stages  of  transition  from  an  agrarian 
to  an  industrial  economy  with  rapidly  accelerating  energy  demands.  Coupled 
with  energy  needs  is  the  nationwide  demand  for  large  quantities  of  bulk  raw 
materials.  The  steady  decline  in  U.  S.  resources  suggests  the  need  for  bulk 
ore  imports  at  an  increasing  pace  to  meet  national  needs.  The  projected 
requirements  for  increased  energy  resources  and  raw  materials  necessitate  larger 
capacity  vessels. 

Ships  of  250,000  to  500,000  dead  weight  tons  cannot  use  existing 
shallow  coastal  ports  without  considerable  dredging  and  relocation  of  natural 
and  man-made  obstacles  with  the  concomitant  environmental  effects.  It  is 
generally  agreed  that  U.  S.  ports  cannot  be  dredged  to  depths  necessary  for 
super  ships  without  severely  affecting  the  environment.  The  economic  aspects 
of  protecting  the  environment  in  such  an  effort  are  staggering. 

If  the  United  States  is  to  retain  its  current  world  industrial  position, 
it  will  have  to  provide  the  facilities  to  compete  with  countries  that,  by  virtue 
of  nature    or  by  construction,  have  deep  draft  port  facilities. 

Future  U.  S.  world  trade  will  depend  to  a  considerable  degree  on  the 
development  of  the  capability  in  the  Gulf  of  Mexico  to  handle  super  vessels 
requiring  berthing  and  channel  depths,  when  fully  loaded,  of  at  least  110 
feet.  Without  such  a  deep  water  facility,  the  U.  S.  will  be  unable  to  compete 
successfully  in  the  world  market. 
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An  alternative  offsetting  the  disadvantages  of  deepening  current  port 
facilities,  is  the  Superport  concept:  the  development  of  an  off-shore  facility 
in  sufficient  water  depth  to  allow  on-loading  and  off-loading  of  supertankers 
and  bulk  ore  and  commodity  carriers.  A  Superport  capability  will  take 
advantage  of  economies  of  scale,  thereby  reducing  overall  transportation  costs 
and  ultimately  the  cost  to  the  consumer  of  various  commodities.  Such  a  port 
could  vary  in  configuration  from  an  off-shore  monobuoy  to  an  island  type 
facility. 

Initially  the  Superport  would  take  the  form  of  a  single  point  mooring 
system  or  monobuoy.  The  monobuoy  allows  for  varying  weather  conditions, 
such  as  wind  and  current  changes,  by  allowing  the  tanker  to  swing  around 
the  buoy.  The  typical  monobuoy  consists  of  a  large  buoy  which  is  anchored 
to  the  sea  bottom,  floating  hoses  to  connect  the  supertanker  with  the  buoy, 
and  hoses  to  connect  the  buoy  to  a  submarine  pipeline  which  goes  to  the 
shore.  The  monobuoy  is  equipped  with  battery-powered  navigation  lights,  radar 
reflectors  and  foghorns.  Monobuoy  systems  are  being  used  presently  in  about 
150  locations  around  the  world. 


TYPICAL  MONOBUOY 


MOORING  LINES 


NAVIGATION  LIGHT 
MOORING  BUOY 


FLOATING  HOSE 


■MANIFOLD     - 
■PIPELINE 


.-?^r7  FLUID  SWIVEL  ASSEMBLY 
BASE 
-PILES 
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The  Superport  concept  for  the  Gulf  is  one  of  regional  and  national  scope 
having  significant  positive  impact  on  the  coastal  and  a  multitude  of  interior 
states.  An  analysis  of  those  factors  which  should  determine  the  location  for 
a  Superport  leads  to  the  conclusion  that  the  ideal  site  is  best  determined 
from  the  point  of  view  of  the  greatest  national  utility. 

It  was  with  this  conclusion  in  mind  that  AMERAPORT  -  not  a  local 
port,  but  a  Superport  to  serve  the  Nation  -  was  conceived.  From  the 
AMERAPORT  concept  came  the  AMERAPORT  Corporation.  It  is  the  purpose 
of  the  AMERAPORT  Corporation  to  express  and  support  the  view  that  an 
Eastern  Gulf  location  off  the  Alabama-Mississippi  coast  best  fulfills  the 
AMERAPORT  concept. 

This  was,  and  continues  to  be,  a  difficult  task  because  an  Eastern  Gulf 
location  was  not  given  consideration  in  various  agency  studies  until  the 
emergence  of  the  AMERAPORT  Corporation.  This  is  the  case,  even  though 
considerable  research  toward  locating  a  Superport  in  the  Gulf  of  Mexico  had 
been  accomplished.  The  AMERAPORT  Corporation  also  has  provided  a  vehicle 
for  a  unified  effort  by  Alabamaians  from  all  parts  of  the  State,  north,  south, 
east  and  west,   to   insure  continued  economic  growth  of  the  State. 

AMERAPORT  Corporation  emerged  in  an  almost  mature  and 
fast-changing  environment.  It  had  to  adapt  quickly.  The  purpose  of  this  report 
is  to  chronicle  the  progress  of  that  adaptation,  present  the  current  status  of 
AMERAPORT  Corporation's  efforts  and  project  what  lies  ahead. 
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OBJECTIVES 

The  economic  well-being  of  the  individual  states  is  reflected  in  the 
prosperity  of  the  Nation.  AMERAPORT  Corporation  recognizes  this 
relationship  and  has  established  its  objectives  accordingly.  Primarily,  its 
objective  is  to  improve  the  economic  well-being  of  the  State  of  Alabama. 
Secondly,  it  seeks  to  increase  the  economic  development  of  the  Eastern  Gulf 
tier  states  and  the  Tennessee-Tombigbee  impact  states.  Thirdly,  it  seeks  to 
relieve  the  energy  'crunch'  of  the  Northeast.  And  finally,  it  seeks  to  provide 
alternatives  to  improve  the  future  energy  supply-demand  situation  of  the 
Nation.  The  Corporation  is  convinced  that  improvement  of  the  Alabama 
economy  will  contribute  significantly  to  a  financially  healthy  region  and,  in 
turn,  a  prospering  Nation.  Thus,  the  AMERAPORT  Corporation  has  dedicated 
itself  to  these  ends. 


SCOPE 

To  be  realistic,  the  AMERAPORT  Corporation  must  of  necessity  limit 
the  scope  of  its  efforts.  With  this  in  mind  the  AMERAPORT  Corporation 
has  established  the  following  initial  scope  of  operations: 

•  Establishment  of  an  off-shore  deep  water  terminal  for 
receiving  supertankers  in   the   Eastern   Gulf  of  Mexico. 

•  Development  of  oil   refineries  in  Alabama  and   the 
AMERAPORT  impact  states. 

*  Development  of  petrochemical   and   other  related   secondary 
industries  in  Alabama  and  the  AMERAPORT  impact  states. 

*  Provision  of  a  new  and  viable  petroleum  supply  for  the 
Nation. 

By  limiting  itself  to  attainable  objectives  with  a  well  defined  scope  of 
operations,  the  AMERAPORT  Corporation  is  assured  of  effectively  and 
economically  utilizing  its  resources.  The  AMERAPORT  Corporation  must 
continue  to  utilize  its  resources  in  this  manner  even  though  much  has  been 
accomplished;  and,  as  the  following  pages  will  show,  there  is  also  much  more 
to  be  done. 
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EVOLUTION 

AMERAPORT  Corporation  came  into  existence  long  after  similarly 
interested  groups  in  other  Gulf  Coast  states  had  completed  much  of  their 
Superport  related  activity.  In  fact,  these  groups  had  progressed  to  the  point 
of  seeking  federal  agency  approval  of  their  plans  and  port  locations.  Burdened 
with  this  situation,  the  AMERAPORT  Corporation  set  out  to  achieve  its  own 
objectives  in  a  severely  limited  time  frame. 

The  desire  to  build  a  Superport  is  one  thing;  to  secure  a  permit  to  build 
it  is  quite  another.  The  prerequisites  seem  almost  impossible.  Comprehensive 
social  and  economic  studies  must  be  made;  port  and  refinery  sites  must  be 
selected;  on-shore  and  off-shore  environmental  impact  research  must  be 
conducted;  land  availability  and  other  land  support  potential  must  be 
inventoried;  public  hearings  must  be  held;  enabling  legislation  must  be  enacted; 
and  finally,  the  permit  to  construct  must  be  obtained  from  a  federal  agency. 

The  following  is  a  month-by-month  chronicle  of  AMERAPORT 
Corporation  activity  aimed  at  securing  a  permit  to  construct  an  Eastern  Gulf 
Superport   and    related    events: 

1972 

September        •        Off-shore  environmental  study   initiated. 

Alabama  Marine  Environmental  Sciences 
Consortium  and   Alabama  Geological  Survey 
conducted  studies  to  determine  the  effect 
of  a  deep  water  port  on  the  total  environment. 
An  off-shore  port  site  was  selected  based  on 
the  findings  of  this  study. 

October  -        Phase  One  Study  commissioned.  Battelle 

Columbus  Laboratory  was  placed  under  contract 
to  accomplish  the  following: 

*  Assess  the  economic  impact  of  a  deep 
water  port  on  Alabama. 

*  Assist  AMERAPORT  Corporation  in 
contacting  Federal  Government  agencies 
concerned  with  deep  water  port  facilities 
to  determine  study  direction  AMERAPORT 
should   take. 
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November         -        AMERAPORT  COUNCIL  FORMED.   Alabama 
and  Mississippi  entered  into  a  bi-state  pact 
initiated  by  executive  proclamation.  The 
goal  of  this  Council  is  to  pool  resources 
of  the  two  states  to  obtain  a  Superport  in  the 
Eastern  Gulf  of  Mexico. 

December         -        Off-shore  environmental  report  submitted 

to  the  Corps  of  Engineers.  This  preliminary 
report  was  required  before  the  Alabama- 
Mississippi  off-shore  site  could  be  considered 
for  a  deep  water  port.   It  discussed  the  need  for 
such  a  port  off  the  Gulf  coast,  the 
environmental  and  economic  impact  of  the  port 
in  the  Eastern  Gulf  and  the  advantages  of  a 
Superport  in  the  Eastern  Gulf  area. 

1973 


January 


Briefed  the  Alabama  and  Mississippi 
Congressional  delegations;  the  result 
of  which  was  the  formation  of  the  National 
Legislative  AMERAPORT  Task   Force  which 
will  provide  support  at  the  national  level. 
The  members  of  this  Task  Force  are: 


ALABAMA 

Senator  John    Sparkman 
Representative   Jack    Edwards 
Representative    Bob   Jones 

MISSISSIPPI 

Senator   James   O.    Eastland 
Representative  Jamie    L.    Whitten 
Representative   Trent   Lott 


January 


Phase  Two  Study  initiated.  Battelle 

Columbus  Laboratory  was  tasked  to  accomplish 

the  following: 


Assess  Superport  configurations. 

Identify  facility  needs. 

Conduct  a  comparative  analysis 
of  transportation  costs. 


Assess  social  and  economic 
impacts  of  configurations. 
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*  Identify  off-shore  environmental 
Impacts. 

"'       Assess  local,  state  and  federal 
legal  and  regulatory  requirements. 

*  Select  operating  entity  and 
financing  methods. 

*  Develop  an  Implementation  plan. 

Organizations  participating  In  the  Phase  Two 
Study  are  the; 

Alabama  Development  Office 

University  of  Alabama 

University  of  South  Alabama 

Marine  Environmental  Sciences 
Consortium 

Alabama  Law  Institute 

Alabama  Geological  Survey 

Alabama  Department  of  Conservation 
and  Natural  Resources 

South  Alabama  Regional 
Planning  Commission 


February 


Mississippi  legislature  passed  Senate 
Bill  SB  2170,   which  ratified  the  executive 
proclamation  establishing  the  bi-state 
AMERAPORT  Council. 


March 


Briefed  oil  pipeline  company  representatives 
concerning  the  suitability  of  the  Eastern 
Gulf  for  a  deep  water  port  and  the  advantages 
to  be  gained  by  locating  refineries  in  the 
area.  The  companies  and  their  representatives 
were: 


AMOCO 

A.  Rabinkoff,  Chicago, 

Coordinator  of  Joint   Interest 

R.   H.   naniflson,   Atlanta, 
Regional   Vice   President 

W.   Tom  Jones,   Montgomery,   Distributor 
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SHELL 

AUen  Lacky,  Houston,  Attorney, 

South  Exploration  &  Production  Region 

Larry  Durrett,  Houston,  Manager  of 
Deep  Water  Terminal  Activities 

R.  N.  Tucker,  Houston,  Manager, 
Transportation  and  Distribution 

TIXACO 

K.  J.  McGee,  New  York,  Assistant 

Coordinator  of  Supply  and  Distribution 

SUN  TRANSPORT,  INC. 

George   Larimer,  Claymont,  Delaware 

TEXAS  PIPELINE 

H.   H.   Chandler,   Houston,   President 

KERR-McGEE 

H.   C.   Wynn,   Houston,  Operations   Manager 

PHILLIPS 

W.  A.  Roberts,  Oklahoma,  Executive 
Vice  President 

CITIES  SERVICE 

Jerry  Burns,  Industry  Economist 

MOBILE  PIPELINE 

E.   P.   Hardin,   President 

COLONIAL  PIPELINE 

Dean   Smalley,   Atlanta,  Regional   Manager 

HUNT  OIL 

M.   G.   Langhoine,  Dallas,  Manager 
of  Marketing 

STANDARD 

Lamar   Lund,  Kentucky,   Manager, 
Standard   of  Kentucky 

EXXON 

R.   C.   Granberry,   Louisiana,  Manager   of 
Production,  Southeast  Division 

GULF 

J.   Neal   Miller,   Atlanta,   Regional  Vice 
President,  Governmental   Relations 

ASHLAND 

Lauren    Hill,   Kentucky,   Budget   and   Cost 
Coordinator 

ARCO 

Robert   Howe,   New   York,   Manager, 
Transportation   Projects 
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March  -        The  Eastern  Gulf  location  for  a  Superport 

was  officially  recognized  by  the  Corps  of 
Engineers  and  included  in  its  studies.  By 
this  act,  the  Corps  recognized  the  merits 
of  the  Alabama-Mississippi  Superport  site, 
as  spelled  out  in  the  preliminary  report 
submitted  to  the  Corps  in  December. 

April  •        Briefed  those  federal  officials  who  have  been 

assigned  an  area  of  responsibility  for  deep 
water  terminals  and/or  have  responsibilities 
concerning  solutions  to  the  energy  crisis. 

President  Nixon's  energy  message,  among  other 
things,  encouraged  investment  in  domestic 
refineries  and  requested  the  Congress  to  pass 
enabling  legislation  to  permit  construction  of 
deep  water  terminals. 

May  -        Participated  in  the  National  Petroleum 

Council  meeting.  This  was  the  first  time 
the  bi-state  AMERAPORT  Council  was  represented 
and  the  NPC  verified  the  AMERAPORT  Council's 
conclusions  regarding  the  location  of  a  deep 
water  port  in  the  Eastern  Gulf.  Also,  NPC's 
projection  of  industry  need  foresees  the 
requirement  for  the  construction  of  at  least 
sixty-one  'grass  roots'  refineries. 

Received  an  invitation  to  participate  with 
SEADOCK  (the  Texas  Superport  Group)  and 
LOOP  (the   Louisiana  Superport  group)  in  a 
meeting  sponsored  by  the  Offshore  Terminal 
Committee  of  the  American  Petroleum  Institute. 

Testified  at  the  public  hearings  and  provided 
inputs  to  Corps  of  Engineers  Gulf  Area  Terminal 
Hearings.  The  highlights  of  these  hearings  were: 

*  From  a  transportation   through-put  cost 
standpoint  that  a  three  location  complex 

the  Gulf  of  Mexico  is  the  most  economical. 

*  That  a  two  location  complex  is  more 
economical  than  a  one  or  four. 
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*       That,  in  each   one   of  these   findings,   the 
Mobile-Pascagoula  site  was  included  in 
the  most  favorable  alternatives. 

Governor  Dunn  of  Tennessee,  by   proclamation, 
appointed  a  member  of  his  staff  to   the 
AMERAPORT  Council   and  had   read  into  the  record 
of  the  May  24th  hearings  a  statement  which,  in 
summary,  stated  that  the  State  of  Tennessee  and 
the   Southeastern   Region  of  the   U.   S.  will  be 
better  served  by  the  AMERAPORT  location. 

Invited   to  participate  in  a  seminar  conducted  by 
the  Office  of  Oceanography,   U.  S.   Navy,   together 
with  all  other  off-shore  terminal  proponents. 

From  this  brief  presentation  of  past  activities,  it  can  be  seen  that  the 
AMERAPORT  concept  has  been  recognized  and  that  there  is  interest  at  the 
regional  and  national  levels.  The  intensity  of  activity  in  May  is  indicative  of 
the  degree  of  that  interest.  Background  information  continues  to  be  prepared 
in  anticipation   of  the  various  other  hearings,   meetings  and  seminars. 
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BENEFITS 

In  examining  the  economic  benefit  of  constructing  and  operating  an  oil 
refinery  in  Alabama,  it  is  useful  to  employ  the  value  added  concept.  Value 
added  is  that  amount  of  money  added  to  a  product  by  the  process  it  undergoes. 
For  instance,  if  a  refinery  buys  a  barrel  of  crude  oil  for  $3.80,  refines  it, 
and  sells  it  for  $4.80,  the  value  added  to  that  barrel  of  oil  by  the  refining 
process  is  $1.00.  This  dollar  is  then  allocated  to  labor,  profits,  taxes,  etc. 
Of  course,  the  total  value  of  the  barrel  of  oil  is  $4.80;  however,  the  refinery's 
contribution  to  Gross  State  Product  is  the  value  added  of  $1.00.  The  important 
thing  to  remember  about  value  added  is  that,  in  this  discussion,  it  is  the  amount 
of  money  available  for  distribution  to  the  people  of  Alabama. 

The  construction  time  for  a  refinery  which  has  a  225,000  barrels  per 
day  processing  capacity  is  approximately  two  years.  Industry  sources  indicate 
that  this  size  refinery  is  the  most  feasible  and  is  what  they  plan  to  construct. 
This  type  refinery  was  used  as  a  basis  for  computing  the  estimated  figures 
displayed  on   the  following  charts. 


VALUE  ADDED  BY  CONSTRUCTION 

of  a  225,000  bbls/day 

Capacity   Refinery 

(Dollar  figures  are   in  millions  of 

1973  dollars  over  a  two-year  period) 


Secondary 

Value 

Refinery- 

Impact  of 

Added 

Construction 

Construction 

Total 

ALLOCATION 

Wages 

$      104.0 

$     24.0 

$    128.0 

Taxes 

4.0 

0.2 

4.2 

Profits 

19.0 

4.0 

23.0 

Other 

10.0 

10.0 

20.0 

TOTAL  VALUE 

ADDED 

$      137.0 

.$     38.2 

$    175.2 

JOBS  CREATED 

5,228 

1,622 

6,850 

The  chart  shows  that  construction  will  produce  a  total  value  added  of 
$175,200,000,  which  is  available  in  different  forms  to  Alabamians  over  the 
two  year  period.  For  instance,  $128,000,000  in  the  form  of  wages  will  be 
paid   to  the  construction  crews,   and  $4,260,000  will   be  paid   to   local  and 
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state  governments  in  the  form  of  taxes.  The  total  value  of  the  construction, 
which  includes  all  facilities,  such  as  access  roads,  fences,  etc.,  is  estimated 
to  be  $400,000,000. 


The  economic  benefits  gained  by  the  operation  of  a  refinery  differ  from 
those  of  construction  in  that  construction  produces  a  one-time  increase,  while 
operation  provides  a  recurring  benefit  over  the  useful  life  of  the  refinery. 
For  illustration,  the  following  chart  shows  the  result  of  operations  over  a 
twenty-year  period. 

VALUE  ADDED  BY  OPERATION 

of  a  225,000  bbis/day 

Capacity  Refinery 

(Dollar  figures  are  in  millions  of  1973  dollars) 

Yearly 
Refinery 
Operation 

ALLOCATION 

Wages  $  10 

Taxes  2 

Profits  30 

Other  43 

TOTAL  VALUE  ADDED       $  85 


JOBS  CREATED 


625 


Secondary 
Impact  of 
Operation 

One 
Year 
Total 

Twenty 
Year 
Total 

$    3 

$     13 

$      260 

2 

4 

80 

2 

32 

640 

18 

61 

1,220 

$  25 

$  110 

S  2,200 

379 

1004 

N/A 

These  estimates  show  that  operation  will  produce  an  annual  total  value 
added  of  $110,000,000.  Again,  as  in  construction,  these  amounts  will  be 
available  in  different  forms  to  the  people  of  Alabama.  In  twenty  years  the 
refinery  will  have  contributed  over  two  billion  dollars  to  Gross  State  Product. 
The  total  annual  value  of  the  products  produced  is  $394,200,000. 

Continued  analysis  will  take  many  forms  and  will  cover  numerous  factors, 
but  the  pertinent  information  has  already  been  developed,  in  the  two-year 
construction  period  and  twenty  years  of  operation  one  225,000  bbls/day 
refinery  will   make  available  an  estimated  $2,375,200,000  to  Alabamians. 

These  contributions  will  significantly  improve  the  economic  well-being 
of  Alabama  and  the  AMERAPORT  impact  states,  which  as  the  reader  will 
recall     are  the  first  objectives  of  the  AMERAPORT  Corporation. 
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FUTURE 

AMERAPORT  Corporation  will  continue  to  pursue  its  objectives;  and, 
to  do  so,  it  is  essential  that  petroleum  and  chemical  companies  be  attracted 
to  Alabama.  The  initial  program  to  persuade  these  companies  to  locate  in 
the  State  began  in  March,  1973,  and  will  be  intensified,  throughout  the 
remainder  of  the  year.  There  are  other  known  activities  which  must  be 
undertaken,  and  they  are  catalogued  below: 

June  -         Complete   draft  enabling   legislation   and 

introduce   into   the   Alabama  legislature. 

The   major   tasks  of  the    Phase   Two   Study 
will   be   completed   and    utilized   in   developing 
an   application    for   a  license   to   construct 
a  Superport. 
July    through 

October      .  Appear  before   Congressional   committees   and 

provide   inputs.    Prepare   and   submit    federal 
permit   application   for   an   Eastern   Gulf 
Superport . 

Other   significant   activities  will    be   added    as   they   arise. 
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CONCLUSION 

After  a  belated  start,  the  AMERAPORT  concept  has  grown  to  the  stages 
where  it  is  now  recognized  as  a  viable  concept,  offering  advantages  not  found 
elsewhere. 

Prelinninary  research  has  been  completed  and  Phase  Two  Studies  are 
nearing  completion.  These  studies  point  out  that  the  economic  impact  of  the 
AMERAPORT  will  be  far  greater  than  this  report  could  indicate.  A  realistic 
analysis  of  the  petroleum  industry's  stated  requirements  and  the  through-put 
capacity  of  the  AMERAPORT,  reveals  the  potential  for  at  least  five  new 
refineries.  By  referring  back  to  the  construction  and  operation  figures  in  this 
report,  the  reader  can  readily  see  that  five  refineries  will  make  available  almost 
12  billion  dollars  to  Alabama  and  the  AMERAPORT  impact  states. 

Future  plans  of  the  AMERAPORT  Corporation  include  the  filing  of  an 
application  for  a  federal  permit  to  construct  an  off-shore  oil  terminal  in  the 
Eastern  Gulf.  This  is  the  first  step  in  the  actual  implementation  of  the  concept. 

It  is  the  consensus  of  the  Board  of  Directors  of  the  AMERAPORT 
Corporation  that  the  activities  enumerated  in  this  report  demonstrate 
conclusively  that  the  AMERAPORT  states  are  in  an  excellent  position  to 
obtain  a  Superport. 
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Mr.  MoELLEU.  Thank  you. 

I  would  at  tliis  moment,  then,  merely  like  to  summarize  the  efforts 
and  the  objectives  of  the  more  detailed  studies  that  Ameraport  has 
undertaken,  because  we  recognize  that  the  development  of  a  major 
offshore  port  facility  in  the  vicinity  of  Alabama  and  Mississippi  has 
received  increasing  attention  since  the  formation  of  the  Ameraport 
Corp. 

Such  a  major  port  development  facility  in  the  east  ^ulf  region 
would  have  considerable  impact  on  the  social  and  economic  structure 
of  the  particular  States  iiivolved,  as  well  as  the  southeast  region 
as  a  whole. 

The  primary  activities  of  such  a  port  would  be  the  importation 
and  distribution  of  oil  from  foreign  sources  that  will  be  provided 
to  the  gi'owing  market  in  the  southeast,  as  well  as  transported  over- 
land to  larger  markets  in  oil  short  States  east  of  the  Mississippi 
Kiver. 

Most  accepted  projections  for  the  year  2000  show  that  there  is  a 
clear  demand  for  energy  that  must  be  met  through  imported  pe- 
troleum. 

It  is  expected  that  considerable  secondary  development  would 
accompany  such  a  major  facility,  including  the  development  of 
petroleum  refineries,  petrochemicals,  and  other  related  industries  that 
would  be  linked  to  the  port  development. 

The  Ameraport  Corp.  Avas  foi-med  in  1072  to  determine  the  feasi- 
bility of  a  major  offshore  port  facility  in  the  vicinity  of  the  Missis- 
sippi and  Alabama  coastlines. 

The  co]'j)()T'atioii  sponsored  the  develo])inent  of  a  phase  1  project 
to  look  into  the  most  recent  documentation  of  the  needs  and  feasi- 
bilitv  of  deepwater  port  development  proposed  for  the  coastlines  of 
the  United  States. 

Phase  2  was  a  more  in-depth  analysis  of  the  feasibility  and  a  de- 
termination of  the  type  of  superport  most  compatible  with  specific 
sites  along  the  Alabama  coastline. 

Without  getting  into  all  of  the  details  and  technical  matters, 
INfadam  Chairman.  T  would  like  to  merely  indicate  that  in  keeping 
with  the  spirit  and  intent  of  the  bill  now  before  this  committee  that 
we  have  anticipated  the  needs  and  demands  for  detailed  scientific 
research  both  for  the  offshore  and  the  onshore  elements,  including 
a  secondary  environmental  impact  which  sometimes  is  identified  as 
socioeconomic. 

We  have  a  detailed  methodology  which  was  prepared  by  us  by  the 
Battelle-Columbus  Laboratories.  We  have  considered  both  the  ecology 
and  the  aesthetics  that  go  along  with  any  development. 

We  have  anticipated  the  expected  environmental  impacts  in  five 
different  locations  which  might  be  attractive  sites  for  refineries, 
petrochemical  siting. 

We  have  broken  each  one  of  them  down  and  have  considered  al- 
ternatives. These  will  be  made  av^ailable  to  your  committee. 

We  have  also  considered  the  sensitive  environmental  aspects.  We 
have  had  eminent  marine  biologists  look  into  the  prospects  of  rare 
and  endanirei'ed  species,  and  we  have  anticipated  the  proper  legisla- 
tion which  would  enable  a  protection  of  the  coastal  zone  and,  at 
the  same  time,  provide  for  reasonable  economic  and  industrial  dc- 
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velopment  in  an  area  which  is  in  ^reat  need  of  industrial  develop- 
ment. 

I  will  not  trouble  the  committee  with  the  legal  aspects.  I  have  had 
the  opportunity  to  discuss  this  witli  counsel  fi'om  time  to  time,  and 
I  do  appreciate  the  opportunity  of  being  here. 

I  will  be  available  for  questions. 

The  Chairman.  Thank  you,  Doctor. 

In  looking  over  your  statement  and  study,  it  has  touched  on  all 
points  that  have  to  be  considered.  Tt  is  a  good  statement. 

Now,  before  we  start  questioning,  we  will  hear  Brig.  Gen.  James 
IT.  Cross,  Texas  Offshore  Terminal  Commission,  representing  the 
State  of  Texas. 

STATEMENT  OF  BRIG.  GEN.  JAMES  U.  CROSS,  USAF,  RETIRED, 
EXECUTIVE  DIRECTOR,  TEXAS  OFFSHORE  TERMINAL  COMMIS- 
SION, STATE  OF  TEXAS 

General  Cross.  Thank  you.  Madam  Chairman. 

I  deliver  this  statement  not  only  on  behalf  of  the  Texas  Offshore 
Terminal  Commission  but  on  behalf  of  Governor  Briscoe. 

I  would  like  to  thank  the  other  members  of  the  committee  for 
giving  us  the  opportunity  to  appear  and  make  this  statement. 

Now,  I  have  turned  this  over  to  the  committee,  to  your  counsel, 
but  I  will  have  a  change  or  two  that  I  should  like  to  include  at  this 
time,  simply  because  the  statement  was  prepared  as  relating  to  the 
House  of  Representatives  bill  7501.  And  I,  of  course,  realize  you  are 
considering  different  bills,  H.R.  5091  and  H.R.  5898. 

Madam  Chairman,  I  Avill  make  those  changes  in  my  remarks. 

In  recognition  of  the  critical  shortage  of  oil  apparently  facing 
our  country,  the  Texas  Legislature  created  the  Texas  Offshore  Ter- 
minal Commission  to  study  the  need  for  deep  draft  harbors  or  off- 
shore terminals  on  the  Texas  gulf  coast. 

Inherent  in  this  charter  is  the  responsibility  to  monitor  and  recom- 
mend Federal  legislation  when  and  as  it  impacts  on  the  interests  of 
the  State  of  Texas. 

In  that  regard,  Texas  is  concerned  that  Federal  law  has  already, 
to  some  extent,  and  increasingly  will  become  more  fragmented,  thus 
making  obtainment  of  permits  and/or  licenses  to  utilize  public  lands 
and/or  international  waters  to  build  facilities  such  as  a  deepwater 
terminal,  haphazard  and  uncertain. 

This  fragmentation  may  lead  to  facilities  which  are  not  well 
planned,  which  do  not  make  adequate  protection  for  the  environment, 
and  in  the  construction  of  which,  vital  interests  affecting  the  State  of 
Texas  and  its  citizens  may  be  overlooked. 

Even  worse,  such  procedures  could  result  in  "overkill'  to  the  extent 
that  no  solution  to  the  problem  could  ever  be  found. 

In  this  connection,  our  commission,  on  May  25,  1973,  passed  a 
general  resolution  expressing  the  desire  that  simplified  procedures 
for  obtaining  permission  to  construct  deepwater  terminals  be  estab- 
lished. A  copy  of  that  resolution  is  attached  to  this  statement. 

I  have  previously  submitted  that  to  your  counsel,  Madam  Chair- 
man. 
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While  our  studies  have  shown  a  clear  need  for  some  type  of  deep- 
water  facilities,  those  studies  have  also  shown  that  to  construct  and 
operate  them  will  require  thorough  planning  and  coordination  among 
Federal,  State,  and  local  agencies. 

Several  pieces  of  Federal  legislation  have  been  proposed  that 
would  authorize  or  impact  on  the  issuance  of  permits  for  construc- 
tion of  deepwater  terminal  facilities,  and  it  is  Texas'  view  that  any 
such  enabling  legislation  should  include  the  following  provisions 
before  passage. 

1.  Federal  legislation  should  reserve  to  the  State  off  whose  coast 
the  proposed  facility  is  to  be  built,  the  right  to  decide  where  it  is 
to  be  built,  whether  it  is  to  be  publicly  or  privately  owned,  and 
whether  the  State  itself  should  construct  the  facility. 

This  provision  is  necessary,  we  feel,  to  enable  the  State  to  ade- 
quately protect  the  interests  of  all  its  citizens  in  view  of  the  po- 
tentially enormous  environmental  and  economic  impact  of  the  pro- 
posed facilities. 

A  second  provision,  and  one  equally  critical,  we  feel,  is  that  sim- 
plified procedures  for  the  issuance  of  permits  must  be  incorporated 
into  the  legislation.  I  have  with  me  today  a  chart,  but  did  not  in- 
clude it,  but  I  will,  showing  the  steps  necessary  for  obtaining  a  work 
permit  from  the  Corps  of  Engineers  under  the  Rivers  and  Harbors 
Act. 

There  are  21  agencies  and  six  other  groups  shown  on  the  chart, 
and  many  of  the  steps  indicated  may  have  to  be  done  several  times 
before  obtaining  final  approval. 

With  the  apparent  critical  shortage  of  crude  oil  in  the  United 
States,  such  delaying  procedures  could  hold  up  development  of  a 
deepwater  port  facility  indefinitely. 

Accordingly,  to  avoid  such  delays,  legislation  authorizing  permits 
for  such  facilities  must  contain  specific  provisions  to  require  precise 
and  expeditious  handline;  of  applications  by  a  single  Federal  agency. 
And  that  agency  should  be  given  the  necessary  muscle  to  insist  that 
expeditious  handling  be  accorded  each  application  by  all  agencies 
involved  in  the  permittincf/licensing  process.  We  would  not  take  ex- 
ception to  what  agency  that  licensing;  process  should  fall  under.  We 
would  like  to  seee  it  under  one  single  agency  with  some  muscle. 

Attached  to  this  statement  are  several  proposed  changes  to  H.R. 
7501  which,  we  think,  is  a  basically  good  bill.  Should  these  changes 
be  incorporated,  the  bill  would  accomplish  the  dual  aims  of  main- 
taining State  control  over  any  facilities  to  be  built  off  the  State's 
coast  while,  at  the  same  time,  Fedei'al  authority  concentrated  in  a 
sinii;]e  agency  would  be  accomplished. 

While  this  statement  is  not  intended  as  a  complete  endorsement  of 
this  particular  bill,  H.R.  7501,  it  would,  if  modified  by  the  attached 
changes,  more  correctly  establish  responsibility  and  authority  for 
deepwater  terminals  in  the  appropriate  places. 

Now,  I  have  those  chan.oes  attached  to  my  statement.  Madam 
Chairman.  I  Avould  be  glad  to  read  them  or  just  turn  them  over 
to  counsel. 

The  CiiATRMAx.  I  think  it  shoidd  be  made  part  of  the  record  so 
Ave  can  studv  this. 
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[The  material  referred  to  follows:] 

Add:  Sec.  103(e).  The  Secretary  shall  obtain  the  approval  of  the  state 
agency  designated  by  the  governing  authority  in  the  al)sence  of  the  Governor, 
of  the  state  off  whose  coasts  the  facility  i.s  proposed  to  l)e  located.  No 
facility  shall  be  licensed   without  such  approval. 

Change:  Sec.  104  (c).  An  application  filed  with  the  Secretary  for  a  license 
under  this  Act  shall  constitute  an  application  for  all  P>deral*  authorizations 
required  for  construction  and  operation  of  a  deepwater  port  facility.  The 
Secretary  sliall  consult  with  other  agencies  to  insure  that  the  applications 
contain  all  information  required  by  the  agencies.  The  Secretary  will  forward 
a  copy  of  the  application  to  those  Federal  agencies  with  jurisdiction  over 
any  of  the  construction  and  operation  and  will  not  issue  a  license  under 
this  Act  until  lie  has  been  notified  by  such  agencies  that  the  application 
meets  the  recpiirements  of  the  law  which  they  administer.  //  ."i(ch  votiflration 
is  not  received  dy  the  Secretary  within  sir  months  of  forwnrdiuf]  the 
application  to  any  agency,  such  failure  to  notify  shall  he  deemed  approval 
of  the  application  by  each  such  agency.  Hearings  held  pursuant  to  this  Act 
shall  be  consolidated  insofar  as  practicable  with  hearings  held  by  other 
agencies. 

Add:  Sec.  105  (g).  The  Secretary  shall  promulgate  rules  and  regulations 
required  under  this  section  in  such  a  manner  that  the  time  recpiired  for  a 
decision  to  grant  or  deny  a  license  shall  not  exceed  one  year. 
CHANGE:  Sec.  107(1)  CONDITIONS  IN  LICENSES— The  Secretary  is 
authorized  to  include  in  any  license  granted  under  this  Act  any  conditions 
he  deems  necessary  to  carry  out  the  purposes  of  this  Act.  Such  conditions 
may  include  but  need  not  be  limited  to: 

(1)  Such  fixed  fee  as  the  Secretary  may  prescribe  to  assure  that  only 
those  applicants  who  are  financially  responsible,  are  permitted  to  license 
and  operate  a  deepwater  port  facility,  except  that  no  costs  or  fees  shall  he 
charged  if  the  applicant   is  a  state  or  political  suMirision  of  a  state. 

Change.  Sec.  112  Facilities  connected  to  a  deepwater  port  facility  licensed 
under  this  Act  such  as  pipelines  and  caJ)les.  which  extend  above  or  into 
submerged  lands  or  waters  subject  to  the  jurisdiction  of  any  state  or  posses- 
sion of  the  T'nited  St-ites,  when  in  such  waters  shall  be  subject  to  all 
applical)le  laws  or  regulations  of  such  state  or  possession  to  the  extent  not 
inconsistent  with  Federal  law  or  regulation.  Nothing  in  this  Act  shall  be 
construed  as  precluding  a  state  from  imposing,  within  its  jurisdiction,  more 
stringent  environmental,  safety  or  other  regulations  of  whatever  kind. 

Tlie  Chatrmax.  I  would  like  to  say  to  you.  General,  that  I 
thoroughly  agree  with  you.  We  must  avoid  fragmentation  of  au- 
thority. And  for  that  reason,  before  we  ever  started  these  hearings, 
T  brought  into  consuhation  the  Chairman  of  the  Public  Works  Com- 
mittee and  the  Chairman  of  the  Interior  Committee  and  their  staffs, 
so  that  we  could  talk  over  what  the  areas  of  jurisdiction  were  and 
so  that  we  could  agree  to  come  up  with  legislation  Avhich  will  desig- 
nate one  agency  with  the  authority  for  the  licensing  so  that  it  is 
not  fragmented. 

We  find  even  in  the  committees  here  in  the  Congress,  this  juris- 
diction spread  over,  and  it  is  confusing.  And  we  want  to  try  to  avoid 
this  because  I  think  all  of  us  recognize  it  is  imperative  that  we  get 
something  done  and  done  quickly  to  bring  this  possibility  into  being 
on  the  deepwater  ports. 

I  think  we  will  just  put  this  in  the  record,  General,  so  Ave  can 
study  it  later. 

General  Cross.  Thank  you.  That  will  be  fine. 

The  CTrAiR;MAx.  You  have  presented  some  very  good  papers,  all 
of  you  gentlemen,  for  study.  I  just  have  a  few  questions  that  I  would 
like  to  ask  before  I  turn  it  over  to  INIr.  Clark.  I  am  going  to  have 
to  be  excused  in  a  few  minutes,  and  he  will  carry  on. 
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But  we  are  terribly  concerned.  It  is  very  difficult  to  get  the  an- 
swers, and  I  tliink  we  have  had  more  difficulty  in  getting  the  an- 
swers out  of  the  administration  people,  because  they  are  just  not 
sure  what  is  going  to  happen.  We  have  had  more  I'eal  infonnation 
from  people  right  in  the  industry  who  know  the  need  and  who  have 
come  up  with  some  very  good  suggestions  and  recommendations. 

Dr.  JNIoeller,  you  were  talking  about  offshore  ports  proposed  for 
Louisiana,  Alabama,  Mississippi,  and  Texas.  And  all  of  these  are 
within  the  Gulf  area. 

Now,  my  understanding  is  that  the  superport  should  be  built  some- 
where about  20  to  25  miles  offshore. 

My  real  question  is,  with  all  of  these  superports  being  built  within 
that  area,  supposing  we  were  able  to  have  enough  of  the  large 
tankers  of  at  least  250,000  deadweight  tons,  would  that  cause  much 
traffic  or  confusion  of  traffic  within  that  small  Gulf  area? 

Mr.  MoELLER.  No,  ma'am,  it  is  really  not  that  small  of  an  area. 

The  Eastern  Gulf,  sometimes  known  as  the  Mid  Gulf,  the  Port 
of  INIobile-Pascagoula  is,  in  a  sense,  separated  from  the  Louisiana- 
Texas  side  by  that  indenture  of  land  that  comes  around,  and  we  are 
talking  in  the  neighborhood  of  one  to  two  ships  a  day.  And  I  believe 
in  Texas  they  are  talking  about  somewhere  around  three  to  four 
ships  a  day,  is  that  right.  General? 

General  Cross.  When  it  reaches  its  full  capacity. 

The  Chairman.  If  we  can  get  all  these  big  tankers. 

Mr.  MoELLER.  Yes,  ma'am,  but  there  would  be  a  minimum  of  con- 
gestion in  traffic  much  less  than  there  is  at  the  present  time. 

The  Chairman.  Even  at  the  present  time? 

Well,  of  course,  it  is  going  to  take  several  years  for  all  of  this  to 
happen,  the  same  way  it  will  take  several  years  for  the  larger  tankers 
to  be  built.  And,  in  the  meantime,  we  are  using  the  smaller  tankers 
which  are  more  costly  and  requiring  many  more  ships  than  if  we 
can  build  the  larger  tonnage  tankers. 

General  Cross.  Yes,  ma'am. 

And  one  point  I  might  make  there.  In  using  the  smaller  tankers  in 
the  larger  numbers,  of  course,  your  potential  for  accidents  naturally 
is  much  greater. 

The  Chairman.  That  is  right. 

Senator  Noonan.  ISIadam  Chairman,  I  might  add  at  this  point 
that  projections  indicate  that  by  1985  we  will  be  importing  up  to 
about  15  million  barrels  of  oil  daily. 

It  is  our  understanding  it  is  anticipated  that  about  11  million  bar- 
rels of  oil  daily  will  move  through  the  gulf  area,  and  with  this 
prospect  in  mind,  it  would  tend  to  concentrate  if  we  had  only  the 
single  mooring  cluster,  but  at  one  location  it  would  concentrate  and 
raise  the  probability  of  mishap  also. 

The  Chairman.  I  can  understand  that.  I  think  it  was  you.  Dr. 
Moeller,  that  mentioned  about  the  cost  firrure  of  oil  beinp-  delivered 
to  New  Jersey  from  the  State  of  Louisiana  and  from  these  other 
places. 

IVIr.  Moeller.  Yes,  ma'am,  we  both  have  the  figures. 

The  Chairman.  If  you  both  did,  were  you  citing  those  costs  to 
mean  that  with  one  of  them,  you  mentioned  it  would  amount  to  one- 
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half  cent  a  gallon  to  go  from,  we  will  say,  the  gulf  up  to  the  New 
Jersey  coast. 

Now,  does  that  mean  then  that  the  gulf  coast  could  do  the  sup- 
plying from  these  offshore  ports  without  really  great  added  costs 
to  deliver  it  up  to  the  east  coast? 

Senator  Nooxax.  This  is  the  point  we  were  attempting  to  make, 
3'es,  Madam  Chairman. 

The  Chairman.  I  wanted  to  be  certain  that  is  what  you  meant. 

Senator  Xooxax.  AVo  have  a  breakdown  of  the  various  throughput 
costs  in  offshore  to  onshore  for  the  supertankers,  the  tank  farms,  the 
pipelines,  the  refineries,  and  the  product  lines  to  PAD  1. 

The  Chairmax^.  Mr.  Morris,  did  you  have  a  comment? 

Mr.  EcKHARDT.  Madam  Chairman,  on  that  point  may  I  get  a 
clarification  ? 

The  Chairman.  Yes. 

Mr.  EcKHARDT.  I  understand  those  costs,  or  the  cost  of  shipment 
by  water  from  the  offshore  point  in  the  gulf  to  a  point  in  New  Jersey. 
They  do  not  include  the  cost  of  moving  the  material  to  the  offshore 
port,  do  they? 

Senator  NooNAx^  Yes ;  it  is  the  total  cost,  is  it  not.  John,  from  the 
Middle  East? 

Mr.  EcKHARDT.  From  the  Middle  East? 

Mr.  MoELLER.  Congressman,  if  I  may  be  so  bold  as  to  give  you  the 
breakdown,  this  was  based  on  several  models  that  were  developed  by 
the  Battelle-Columbus  Laboratories  for  us  and  utilizing  VTjCC's 
from  the  Middle  East,  and  the  voyage  into  the  eastern  gulf  into  the 
Louisiana  area  and  into  the  Texas  areas,  we  found  that  an  average 
cost  of  movinjx  a  barrel  of  crude  from  the  Middle  East  to  these 
gulf  tier  States  would  be  $1.90,  $1.91,  and  $1.92  a  barrel,  re- 
spectively. 

To  this  was  added  a  port  charge  or  a  terminal  charge  of  8  cents 
a  barrel  to  the  shore  for  handling,  and  then,  to  that,  there  was  11 
cents  in  Texas  because  they  have  a  little  farther  to  go  in  their  pro- 
jections, and  then,  to  this  was  added  an  additional  1  cent  to  2  cents 
for  distribution  of  the  crude  to  the  refineries,  assuming  the  refineries 
to  be  located  in  their  present  positions  or  areas  in  Texas  and 
Louisiana,  and  new  grass  root  refinery  construction  in  the  Alabama- 
Mississippi  area. 

Then  the  current  product  oil  lines  from  the  gulf  tier  area  to  the 
east  coast  are  presently  operating  at  capacity  or  near  capacity. 

In  order  to  effectively  transport  the  finished  product  from  these 
areas  to  the  major  market  areas,  a  new  pipeline  would  have  to  be 
constructed. 

The  cost  of  the  pipeline  has  been  amortized  in  the  basic  cost 
fisrures.  and  the  fisfure  of  87  cents  per  barrel  from  the  Alabama- 
Mississippi  area.  41  cents  a  barrel  from  the  Louisiana  area,  and  44 
cents  a  barrel  from  the  Texas  area  were  developed,  using  these 
factors. 

This  anticipates  amortization  of  a  new  pipeline.  This,  then,  is 
what  we  might  sav  is  the  i-aw  cost. 

We  used  a  wei.o-hted  averaire  of  approximately  50  percent  of  the 
product  moving  via  pipeline,  approximately  45  percent  of  the  finished 
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product  moving  via  conventional  sized  tankers,  using  Philadelphia 
as  a  terminus,  using  Linden,  X.J.,  as  a  terminus  at  the  pipeline. 

These  are  the  raw  costs  we  came  up  with. 

Now,  there  are  costs  from  the  Xew  Jersey,  Philadelphia  area  that 
would  have  to  be  considered.  Assuming  this  would  be  approximately 
15  cents  a  barrel,  we  then  come  up  with  a  net  differential  of  20  cents 
a  barrel,  using  a  conventional  42-gallon  barrel  approximately  one- 
half  cent. 

These  are  approximations. 

One  of  the  purposes  of  this  type  of  comparison,  of  course,  is  to 
indicate  that  there  is  no  great  magnitude  in  increased  costs  by  vir- 
tue of  the  location  of  additional  grass  roots  refineries  in  Alai3ama- 
Mississippi  area,  or  the  increase  in  production  in  refineries  in  the 
Texas-Louisiana  area. 

Mr.  EcKHARDT.  Thank  you. 

Mr.  RuppE.  Madam  Chairman,  may  I  interpose  a  question? 

The  Chairmax.  May  I  just  ask  one  more  question,  and  then  I  have 
to  go. 

Mr.  ]\Iorris,  you  mentioned  about  the  veto  power  of  the  State, 
especially  Delaware. 

Should  a  superport  be  built  some  20  to  25  miles  offshore  from  your 
own  State,  do  you  feel  the  State  should  still  have  the  right  to  veto 
such  a  plan? 

Mr.  ]\IoRRis.  Yes,  we  do.  because  T  think  it  could  have  a  terrific 
effect  on  our  small  State. 

We  are  a  very  small  State,  as  you  know,  and  the  resort  business 
in  that  area  is,  I  think,  half  of  Washington  appears  there  every 
weekend. 

The  Chairman.  Would  the  harm  that  would  be  done  to  the  State 
possibly  be  the  need  for  the  refinery  if  the  pipeline  would  come 
from  the  offshore  port  some  20  miles  away  ? 

It  would  have  to  come  somewhere  within  your  coastal  area. 

Mr.  INIoRRis.  It  would  have  to  go  throuirh  our  State  in  all  proba- 
bility. 

Truthfully,  I  am  going  to  be  very  frank  with  you,  I  do  not  know 
how  to  answer  that. 

The  Chairmax.  I  was  going  to  ask  you  another  question  about 
Avhether  or  not  it  could  be  controlled  through  your  own  State  laws. 

Mr.  ]\IoRRis.  It  can  be  controlled  through  our  own  State  laws. 

The  Chairmax'.  Frankly.  I  do  not  know  where  the  pipeline  should 
go  or  whether  you  should  have  a  refinery  riiOfht  at  the  shoreline,  but 
my  whole  thought — and  this  is  why  I  asked  Dr.  INIoeller  about  this 
figure  showing  that  there  was  no  need  to  put  any  superports  up  on 
the  East  Coast — it  seems  like  the  East  Coast  all  the  wav  throuo;h 
IS  gonig  to  oppose  any  kind  of  superport.  And  I  recognize  the  need 
for  our  resort  areas  because,  after  all,  we  have  to  have  some  access 
for  recreational  purposes  on  our  shores. 

Do  we  locate  all  these  offshore  ports  down  in  the  lower  part  of 
our  country,  in  waters  of  the  vSouthland? 

Mr.  INfoRRis.  With  the  shortage  of  energy  these  days,  this  is  only 
mv  thought,  but  I  mean  things  can  change  and  change  fast.  And 
this  is  not  the  Governor's  view,  I  want  to  be  sure  that  is  not  the 
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Governor's  statement,  but  things  could  probably  change  somewhat, 
but  we  would  sure  want  good  police  power  over  an^'thing  that  is 
done,  I  Avould  say.  And  this  is  on  my  own  I  am  saying  this,  and 
please  do  not  quote  the  Governor  on  this,  because  he  will  get  on  me. 

The  Chairmax.  I  think  we  have  to  think  of  this. 

Here  is  the  whole  East  Coast  with  its  great  need  for  energy.  Do 
all  of  our  other  States  have  to  put  Avith  the  problems  of  progress 
in  order  to  deliver  the  energy  that  is  needed  all  along  the  East 
Coast? 

I  do  not  know  the  ansAver  to  this.  We  are  just  trying  to  figure  out 
what  the  solution  should  be. 

]Mr.  Morris.  As  you  know,  things  can  change,  and  I  happen  to  be 
Chairman  of  the  Energy  Commission  for  our  State  at  the  moment. 
And,  very  frankly,  we  are  in  a  quandary. 

We  are  hoping  up  there  that  you  folks  over  here  will  give  us  a 
hand  and  give  us  the  real  facts  on  this  matter  before  too  long  be- 
cause we  are  holding  up  on  the  little  things  we  can  do. 

But,  when  you  have  companies  moving  from  one  part  of  the  United 
States  to  the  other,  and  leaving  20  and  30  dealers  without  gas  and 
fuel  oil,  it  is  quite  a  serious  situation. 

If  you  can  do  anything  to  give  us  a  hand  on  that,  we  would  ap- 
preciate it. 

The  Chairman.  Sometimes  I  wonder  if  the  dramatics  that  are 
going  on  right  now  showing  us  all  that  is  going  to  happen  if  we  can- 
not get  gasoline  and  fuel  oil  for  heating  and  gas  for  driving,  what 
is  going  to  happen  in  this  country? 

It  has  us  all  in  a  dither,  and  we  have  to  find  an  answer. 

Thank  you  for  your  testimony. 

Now,  I  am  going  to  turn  this  over  to  Mv.  Clark  as  I  have  to  be 
excused. 

Mr.  Clark  [presiding].  Mr.  Ruppe? 

Mr.  Ruppe.  Thank  you  verv  much,  Mr.  Chairman. 

Dr.  INIoeller,  you  mentioned  that  the  cost  of  bringing  the  oil  from 
the  Gulf  Coast  to  the  Mid- Atlantic  States  is  about  1  cent  a  gallon. 

Mr.  ]MoELLER.  In  that  range. 

Mr.  RtTPPE.  Did  you  get  oil  company  assistance  or  Petroleum  Coun- 
cil assistance  in  developing  these  figures? 

Mr.  ]\IoELLER.  Yes,  we  did. 

Mv.  Ruppe.  I  would  like  to  ask  the  staff  whether  the  oil  companies 
themselves  had  ever  testified  on  this  subject,  or  will  they  testify  in 
this  regard? 

Is  anything  scheduled? 

I  just  want  to  make  the  observation.  I  am  sure  nothing  is  sched- 
uled, and  I  am  fascinated  that  they  always  use  third  parties  to  come 
in  here  and  develop  their  costs.  They  never  testify,  and  I  know  they 
are  not  going  to  testify  on  this  bill. 

There  will  be  a  consortium,  or  a  State,  or  a  pipeline  or  the  jobbers 
will  come  in  from  Michigan.  The  companies  never  testify  if  the 
cost  is  right,  and  I  have  no  reason  to  doubt  it,  but  there  is  no  one 
we  can  pin  down. 

I  am  ahvays  reminded  of  that  because  I  remember  another  com- 
mittee having  oil  import  quota  hearings,  and  all  the  people  testified 


526 

we  have  no  oil  shortage  and  we  will  have  none  if  we  keep  the  oil 
import  quota.  Things  are  going  to  be  good,  but  the  oil  companies 
never  testified  there. 

The  jobbers  testified,  the  pipelines  testified,  the  States  testified,  but 
they  never  went  on  record. 

^0  wo  had  no  commitment  when  things  changed. 

I  hope  the  gentleman  from  Delaware  is  well  advised  that  without 
a  very  strong  statement  from  the  oil  companies,  these  figures  are 
not  something  you  can  bank  on.  I  trust  you  are  prepared  to  pay  a 
good  deal  more  for  your  oil  in  the  future". 

Mr.  MoELLER.  Congressman,  can  I  add  one  comment? 

The  oil  companies  were  not  our  sinole  source  of  data  on  this. 

We  employed  the  Battelle-Cohimbus  Laboratories,  and  they  built 
a  model,  and  these  are  basic  figures. 

Mr.  RuppE.  I  have  no  question  about  your  statement,  and  I  do 
not  critize  it  or  the  way  you  arrived  at  it. 

I  am  only  pointing  out  that  I  would  guess  that  the  oil  companies 
themselves  would  be  in  the  best  position  to  say  what  it  would  cost, 
and  they  should  come  in  and  make  a  statement. 

I  am  just  pointing  out  the  fact  that  Standard  Oil  is  not  about  to 
come  in  here  and  make  any  statement  on  any  record  that  can  be  held 
against  them,  or  that  they  can  be  held  to  .5  years  hence. 

I  would  like  to  ask  the  gentleman  from  Delaware  if  he  is  prepared 
to  pay  a  good  deal  more  than  1  cent  a  gallon  for  the  development 
of  an  offshore  point. 

Mr.  Morris.  The  energy  crisis  has  a  bearing  on  this.  We  have  had 
six  of  the  major  oil  companies  in  to  testify  in  the  last  2  weeks.  And 
it  seems  to  be  a  stereograph  thing. 

I  do  not  think  the  testimony  has  deviated  very  much,  very  little 
either  that  way.  But  when  you  get  to  certain  questions,  such  as  you 
have  just  asked,  there  is  always  a  hedge  in  saying,  well,  we  are  not 
sure  about  this.  Is  it  the  price  of  crude  that  is  running,  the  price 
is  up,  and  is  there  a  real  shortage  of  oil? 

You  do  not  get  an  answer.  They  say  we  are  allotting  oil.  We  are 
allotting  so  much  oil  to  the  State,  to  our  dealers  in  the  States,  but 
beyond  that  it  has  not  been  too  satisfactory. 

I  do  wish  that  you  could  get  them  in  here. 

Mr.  RuppE.  T  would  like  to  ask  you  one  more  serious  question.  If 
we  have  this  legislation,  should  we  provide  that  the  States  can 
exclude  this  type  of  development  if  they  so  choose? 

What  if  all  the  States  did  it,  not  only  the  States  on  the  Atlantic 
Seaboard,  but  all  States  as  well? 

Do  you  not  think  in  the  final  analysis  we  have  to  have  something 
in  the  bill  that  will  trigger  a  Federal  determination,  that  will  man- 
date an  extremity,  that  is,  the  construction  of  this  type  of  offshore 
facility  ? 

Otherwise,  if  all  the  States  felt  like  Delaware,  and  adopted  your 
position,  where  would  we  go? 

You  are  banking  on  the  fact  that  some  States  may  have  an  in- 
terest. 

INIr.  Morris.  I  think  the  last  statement  I  made  to  the  chairman 
before  she  left,  time  changes  many  things,  and  so  do  circumstances. 
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Wc  did  not  realizo,  whoii  this  statc.mont  was  made  that  we  were 
goin^  to  liavo  sucli  an  oil  shoi'ta<ro  as  wo  are  having  now. 

Now,  the  ecologists,  I  am  wondering  if  tlie  ecologists  are  going 
to  change  somewhat,  or  are  wc  going  to  ruin  all  of  the  country  by 
not  being  able  to  get  the  proper  oil,  both  lieating  oil  and  gasoline? 

Frankly,  I  am  a  little  bit  fi'ustrated,  and  I  wish  if  tliis  commit- 
tee felt  that  they  could  get  more  information  from  the  companies, 
that  they  would  look  to  hear  from  them. 

We  would  profit  by  it.  We  cannot  get  it  from  them.  I  have  done 
everything  I  can. 

Mr.  Rui'PE.  Maybe  I  will  turn  that  question  over  to  my  friend 
from  Texas  later  on. 

Mr.  EcKiiARDT.  Would  you  yield? 

Ml'.  Rui'i'E.  Yes. 

Ml'.  EcKiiARDT.  I  miglit  comment  the  oil  companies  are  preserving 
their  deniability. 

Mr.  RuppE.  It  takes  a  good  lawyer  to  know  a  good  lawyer's 
position. 

Mr.  Morris.  Conditions  could  chang(>,  and  we  might  be  compelled 
to  consider,  or  they  may  come  up  with  some  foolproof  superport  that 
we  feel  is  not  foolpi'oof  at  the  present  time. 

But,  on  the  other  hand,  what  they  are  doing  is  lightering  right 
off  of  our  shoi'es.  All  they  need  to  clo  is  break  one  hose.  That  hose 
is  8  to  10  inches  in  diameter,  and  for  10  minutes  that  oil  hits  the 
water,  where  do  we  go  ? 

Mr.  RuppE.  If  you  have  this  type  of  thing,  you  might  get  rid  of 
the  lightering  proposition. 

Mr.  Morris.  This  is  what  I  am  saying  personally,  but  do  not  ac- 
cuse my  Governoi'  of  saying  it. 

Mr.  Clark.  Would  the  gentleman  yield? 

Mr.  RuppE.  Yes. 

Mr.  Clark.  I  would  like  to  answer  the  gentleman's  question  about 
the  oil  industry  appearing  here. 

The  American  retroleum  Institute  has  been  invited  to  appear 
later  on.  Single  industries  will  not  appear. 

Mr.  RuppE.  I  would  like  to  ask  the  witness  from  Texas,  if  Texas 
or  any  other  State  was  to  control  or  own  this  offshore  facility,  would 
that  mean  that  they  would  lease  it  in  turn  to  a  private  operator  or 
consortium  ? 

Second,  does  it  mean  they  might  take  a  fee  on  the  oil  that  would 
come  through  this  State-licensed  facility? 

And,  third,  would  they  iii  any  way  control  the  distribution  or  the 
final  terminus  point  of  this  petroleum  product? 

General  Cross.  T  believe,  "Mr.  Ruppe,  T  can  answer  the  last  portion 
of  your  question  by  saying  no,  categorically,  that  it  would  not  be 
Texas'  intent  that  it  be  controlled,  T  assume  you  mean  by  the  other 
States  or  the  other  need  areas. 

Mr.  Ruppe.  They  would  retain  no  control  over  distribution? 

General  Cross.  No,  sir,  I  would  not  envision  that  at  all,  but  there 
occur  first  two  questions,  T  believe,  that  it  might  be  premature  to 
say  how  the  State  of  Texas  would  control  that  thing,  if  it  were  in 
public  ownership  for  example. 
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We  have  not  answered  all  the  legal  questions  yet  as  to  whether 
or  not  we  could  build  such  a  facility,  say,  with  revenue  bonds  or 
with  general  obligation  bonds. 

We  could  not  build  them  under  current  law  with  general  obliga- 
tion bonds  simply  because  we  would  have  to  go  to  the  voters  to  get 
that  authority,  and  that  would  be  sometime  down  the  road. 

We  have  kind  of  eliminated  that  position  simply  because  it  would 
take  too  long.  We  feel  like  there  is  a  need  for  these  kind  of  facilities 
right  now. 

Essentially,  that  is  about  the  best  answer  I  can  give  to  you  at  this 
time. 

Our  position  would  be  that  we  would  like  to  have  the  latitude 
in  the  bills  that  are  now  before  the  Congress  to  retain  some  State 
control  over  it,  should  the  State  wish  to  retain  that  control  at  a  later 
time,  a  relicensing  perhaps. 

But  we  have  not  made  any  firm  determination  on  that  at  this 
point. 

Mr.  RuppE.  INfr.  Chairman,  that  is  all  at  the  moment. 

Mr.  Clark.  INIr.  Eckhardt? 

Mr,  Eckhardt.  I  am  very  much  concerned  about  the  question  of 
how  a  port  would  be  controlled,  whether  the  port  is  established  by 
private  capital  and  operated  as  a  private  institution  as  far  as  own- 
ership is  concerned,  or  whether  it  is  a  State  institution,  or  whether 
it  is  a  Federal  corporation. 

It  seems  to  me  that  there  should  be  some  concept  of  requiring  that 
it  operate  as  a  public  utility  or  in  the  same  manner  as  a  common 
carrier,  that  it  be  available  for  all  on  equal  terms. 

I  would  like  to  have  your  comment  on  that.  General. 

General  Cross.  I  question  it  should  be  that  way.  It  should  be  a 
common  carrier,  and  the  reason  we  have  presented  our  statement 
at  this  time  in  the  context  that  we  have  is,  as  we  examine  these 
questions  in  the  months  ahead  as  to  how  the  thing,  No.  1,  should 
be  financed,  what  are  the  legal  implications  we  want  to  retain  some 
maneuvering  room  really  to  establish  just  such  things  as  you  have 
mentioned,  INIr,  Eckhardt. 

Mr.  Eckhardt.  I  am  rather  troubled  about  a  tendency  to  permit 
the  single  utilization  by  single  companies  or  groups  of  companies  of 
what  should  ordinarily  constitute  public  facilities. 

I  give  you  as  an  example  the  grain  elevator  owned  by  the  Houston 
Ship  Channel  Port  Authority,  which  has  been  leased  to  a  single  com- 
pany, and  I  think  under  a  recent  court  order  it  has  been  permitted 
to  be  used  as,  in  effect,  a  common  carrier  by  all  of  those  who  desire 
to  be  served. 

As  you  know,  there  could  be  a  tendency,  it  seems  to  me,  if  these 
authorities  were  not  rep-ulated  by  Federal  law  in  this  i-es]>ect  to  let 
them  fall  into  the  hands  of  a  certain  consortium  of  oil  companies 
or  shipping  interests. 

Do  you  not  feel  that  there  is  some  danger  in  that  area? 

General  Cross.  I  do  not  believe  so,  ]Mr.  Eckhardt,  because  that  is 
the  reason  we  are  asking  for  the  authority  that  we  are  asking  for 
now,  so  that  as  Ave  develop  a  position  for  the  State  in  the  ensuing 
months  here,  that  we  can  try  to  accommodate  the  Federal  require- 
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ments,  the  States'  needs,  and  tlie  private  requirements,  but  without 
letting  it  reside  in  the  hands  of  private  interests. 

Mr.  EcKHARDT.  Well,  I  am  suggesting  that  perhaps  one  of  the 
Federal  requirements  should  be  the  requirement  that  the  port  be  a 
public  facility,  rather  than  one  which  might  be  governed  by  its 
owner  with  respect  to  service. 

General  Cross.  We  could  not  object  to  that,  and  I  do  not  believe 
at  this  point  we  would. 

Mr.  EcKHARDT.  What  would  be  your  comment  on  this,  Mr.  Noonan  ? 

Senator  Nooxan.  Our  view  at  this  point  in  time  would  be  that 
independent  units  would  fund  the  offshore  deepwater  port  facility. 
The  license  would  be  granted  through  a  permit  from  the  govern- 
mental body  issuing  the  permit,  that  the  State  would  retain  all  the 
regulatory,  the  supervisory  and  audit  control  of  the  offshore  facility, 
but  the  operation  and  the  maintenance  would  be  that  in  private 
ownership. 

Mr.  EcKiiARDT.  Yes.  but  what  I  am  suggesting  is  that  should  there 
not  be  some  requirement  as  a  condition  of  a  Federal  permit  that  the 
facility,  which,  of  course,  is  somcAvhat  in  a  monopoly  position,  and 
in  a  very  important  area  of  commerce,  be  one  which  serves  all  proper 
comers  similar  to  a  common  carrier? 

Senator  Nooxax.  That  is  right.  We  are  in  total  agreement. 

Mr.  Eckiiardt.  You  would  have  no  objection  with  respect  to  the 
Federal  Act  imposing  that  requirement? 

Senator  Nooxax.  We  totally  agree  with  that. 

Mr.  INIoELLER.  All  of  our  efforts  are  directed  in  this  manner. 

Mv.  ]\roRRis.  If  I  might  ask,  do  you  mean  the  Federal  Government 
should  build  this  and  should  control  it? 

Mr.  Eckiiardt.  Xo,  sir,  I  am  not  suggesting  that. 

As  a  matter  of  fact,  I  am  not  even  getting  into  the  question  of 
who  should  own  or  finance  the  project,  but  rather  how  it  should  be 
used  once  it  is  established. 

It  seems  to  me  that  a  minimum  requirement  should  be  that  how- 
ever it  is  owned  or  financed,  it  should  be  available  on  something  like 
the  same  basis  as  a  common  carrier,  and  I  think  we  are  all  in 
agreement  on  that  problem,  are  we  not? 

Mr.  INfoRRis.  Yes,  sir. 

]\fr.  MoELLER.  Yes.  we  agree. 

Senator  Nooxax.  Certainly. 

General  Cross.  Yes,  sir. 

Mr.  Eckiiardt.  The  other  thing  that  I  would  like  to  get  into  briefly 
is  the  question  that  was  raised,  I  think,  both  by  Mr.  Morris'  testi- 
mony and  by  General  Cross',  and  I  find  a  little  bit  of  interplay  that 
mifrhit  be  at  cross  purposes. 

You  are  indicating.  General  Cross,  that  there  should  be  something 
like  a  one-stop  situation  with  respect  to  authority  to  build  the  port, 
and  conditions  under  which  the  port  would  be  built. 

General  Cross.  At  the  Federal  level? 

]\Ir.  Eckiiardt.  Yes.  and  I  suppose  you  are  trying  to  meet  the 
kind  of  circumstances,  the  kind  of  problem  that  exists,  for  instance, 
ill  drilling  for  gas. 

I  give  you  an  example  that  I  think  you  know  about. 
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George  Mitchell  has  large  gas  holdings  under  Galveston  Island. 
When  his  company  desires  to  tap  those  sources  he  could  not  drill 
on  land,  because  the  city  of  Galveston  had  zoning  ordinances  against 
it. 

He  then  goes  to  the  Corps  of  Engineers,  I  believe,  for  a  permit 
to  drill  at  sea.  The  choice  of  whether  it  should  be  at  land  or  at  sea 
is  not  in  any  agency.  That  has  already  been  precluded  by  the  local 
agency. 

The  drilling,  I  think,  has  to  be  at  sea.  This  may  be  good  or  it 
may  be  bad. 

I  think  your  suggestion  that  some  single  authority  should  make 
these  determinations  rather  than  a  number  of  overlapping  authori- 
ties is  correct. 

Have  I  interpreted  your  remarks  correctly,  General  Cross? 

General  Cross.  What  I  would  propose  there  is  that  it  be,  for  want 
of  a  better  word,  I  will  call  it  a  superauthority.  They  would  control 
the  portion  of  the  application,  or  they  would  submit  to  other  agen- 
cies the  portion  of  the  application  that  that  particular  agency  had 
interest  in,  but  that  super  agency  would  have  enough  muscle  and 
power  to  compel  the  other  agency  to  act  one  way  or  the  other  at  an 
early  time  so  that  we  could  get  these  permits  and  get  the  facilities 
built,  rather  than  find  ourselves  in  a  predicament  like  we  are  with 
respect  to  the  Alaska  Pipeline. 

Mr.  EcKHARDT.  And  we  have,  I  think,  a  comparable  situation  in 
the  question  of  powerplant  siting. 

Several  Federal  agencies  have  a  concern  there,  the  Atomic  Energy 
Commission,  EPA,  State  water  and  air  pollution  agencies. 

General  Cross.  Yes,  sir. 

Mr.  EcKHARDT.  City  councils,  et  cetera. 

General  Cross.  Yes,  sir. 

Mr.  EcKHARDT.  And  you  are  suggesting  that  there  be  something 
in  this  case,  some  unified  authority  that  could  make  a  decision,  tak- 
ing into  account  all  of  the  concerns,  is  that  correct? 

General  Cross.  Yes,  sir. 

;Mr.  EcKHARDT.  Well,  now,  does  this  not  sort  of  run  counter  Mr. 
Noonan,  to  some  of  the  suggestions  that  you  are  making  about  your 
veto  power  of  any  State  whose  shoi-es  might  be  affected,  and  I  as- 
sume that  in  New  England  it  could  be  as  many  as  four  States. 

Senator  Nooxav.  That  is  ]Mr.  ]V[orris'  ai-oa. 

Mr.  Morris.  Well,  we  take  the  position,  sir,  that  the  States  should 
have  the  veto  power.  There  is  no  question  that  a  pipeline  is  going 
to  have  to  go  through  Delaware  if  they  are  off  Big  Stone  Beach. 

Now,  there  is  no  way  of  getting  from  that  area,  unless  you  are 
going  underwater  an  awful  long  distance  to  get  into  Pennsylvania, 
and  we  should  be  able  to  decide  whether  or  not  and  when  we  want 
that  facility  to  go  through  there. 

Mr.  EcKiiARDT.  Well,  I  think  we  mav  be  anticipating  difficulties 
which  possibly  would  not  exist  in  New  England. 

I  certainly  do  agree  with  you  wholeheartedly  on  the  proposition 
that  the  mere  argument  of  raw  projrress  should  not  decide  the  issue. 

I  think  you  are  absolutely  right  in  what  you  say  here  about  mere 
population  growth  is  not  desirable  for  a  community. 
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I  understand  that  to  be  what  you  are  saying. 

Mr.  IVIoRRis.  Yes. 

Mr.  EcKHARDT.  And  I  think  perhaps  with  a  considerable  opposi- 
tion to  offshore  ports  in  a  good  part  of  New  England  the  conflict 
may  not  exist. 

If  we  are  called  upon  to  draft  a  piece  of  legislation,  or  other  com- 
mittees of  Congress,  I  would  hate  to  see  that  legislation  permit  a 
kind  of  vulcanizing  of  interstate  commerce  with  respect  to  the 
location  of  these  offshore  ports. 

Mr.  Morris.  I  see  what  you  mean. 

Mr.  EcKHARDT.  Thank  you. 

Thank  you,  ]Mr.  Chairman. 

Mr.  DE  LA  Garza  [presiding],  Mr.  Cohen? 

Mr.  Cohen.  Thank  you.  Mr.  Chairman. 

Mr.  Morris,  I  assume  this  is  the  Governor's  statement,  and  not 
yours  ? 

Mr.  IVIoRRis.  Yes,  sir. 

Ml".  CoHEX.  It  seems  to  be  carefully  worded,  particularly  on  page 
10  you  talk  about  the  oil  operation  now  taking  place  in  the  Lower 
Delaware  Bay. 

Mr.  Morris.  Yes,  sir ;  that  is  the  lightering  operation. 

Mr.  CoHEx,  And  you  say  no  major  oil  spills  have  occurred  which 
are  directly  attributable  to  that  operation,  correct? 

Mr.  Morris.  Yes. 

Mr.  CoHEX.  And  the  question  is  raised  in  my  mind,  are  you  sug- 
gesting, or  is  the  Governor  suggesting  that  minor  oil  spills  have 
been  indirectly  attributable  to  the  oil  companies  operation? 

Mr.  Morris.  I  think  we  have  had  some  minor  spills  in  there. 

I  happen  to  have  a  place  on  Delaware  Bay,  and  I  know  at  times 
we  have  had  an  oil  slick  come  in.  It  could  have  been  bilge  of  a  boat, 
or  it  could  have  been  a  slight  spill,  but  we  have  not  had  any  major 
spills  at  all,  sir.  so  far,  and  we  are  very  lucky  that  we  have  not. 

If  you  would  go  out  and  watch  them  lightering  in  the  bay,  taking 
that  oil  from  one  ship  to  a  barge,  you  would  wonder  how  they 
pi-event  it. 

Mr,  CoiiEX.  T  assume  that  the  minor  spills  have  not  had  any  detri- 
mental effect  upon  the  marine  life. 

Mr.  Morris.  What  was  that? 

Mr.  CoiiEX.  The  minor  spills,  as  such,  have  not  had  a  significant 
impact  upon  your  environment  with  the  marine  life  there. 

Mr,  INIoRRis.  Several  years  ago.  I  imderstand,  they  thought  that 
the  oyster's  life  was  somewhat  affected.  This  year  it  sure  must  not 
have  been  any  spills,  because  there  is  plenty  of  fish,  I  can  tell  you 
that, 

INTr,  CoiiEX,  But  in  spite  of  the  fact  you  have  not  had  any  major 
oil  spills,  you  nevertheless  conclude,  or  the  Governor  does,  that  defi- 
nitely there  would  be  oil  spills  occurring  from  such  an  operation? 

Mr,  Morris.  That  is  what  we  are  afraid  of, 

Mr,  CoHEX,  Senator  Noonan,  you  seem  to  be  just  the  opposite, 
the  total  extreme  from  Mr.  Morris,  because  Mr.  Morris  emphasizes 
the  landside  impact,  whereas  on  page  20  of  this  particular  report 
of  Ameraport,  you  say  the  only  significant  threat  to  the  environ- 
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ment  posed  by  the  deepwater  port  is  the  oil  spills  from  tankers  or 
the  port. 

There  is  nothing  really  said  about  the  landside.  You  dismiss  it  as 
not  terribly  relevant,  or  terribly  significant  as  opposed  to  Mr.  Mor- 
ris, who  emphasizes  landside  impact. 

Mr.  Morris.  You  want  to  realize  they  have  much  more  land  than 
we  have. 

Senator  Xooxax.  The  prelude  to  that  is  in  reference  to  the  hy- 
drology in  the  offshore  area,  our  currents  run  counterclockwise  in  the 
eastern  part  of  the  gulf.  The  hydrology  points  out  because  of  the 
wind,  the  prevailing  winds,  and  also  because  of  the  fresh  water  flow 
from  the  Mobile  and  Pascagoula  Bays,  that  it  keeps  a  constant 
pressure  moving  in  a  southwesterly  direction,  so  if  there  were  an 
oil  spill,  there  is  sufficient  time  for  mopping  up  from  shore. 

Mr.  Cohen.  I  was  referring  to  the  landside  impact,  such  as  popula- 
tion and  dumping  of  raw  sewage.  That  is  not  really  emphasized  in 
your  report  at  all. 

Mr.  MoELLER.  Congressman,  may  I  answer  to  that  point? 

Mr.  Cohen.  Surely. 

Mr.  Moeller.  We  have  been  very  concerned  about  that.  We  have 
just  completed  our  phase  2  studies  that  have  directed  themselves 
to  these  particular  issues  specifically. 

We  have  studied  certain  areas  in  Mobile  County  in  which  every 
one  of  these  factors  has  been  considered  and  weighed,  and  where 
the  impact  upon  the  environment  will  be  considered  minimal. 

We  have  also  investigated  other  sites  where  we  have  found  the 
impact  of  these  activities  would  not  warrant,  would  not  permit  a 
development,  so  we  have  tried  to  follow  the  rules  and  have  the 
alternatives. 

I  have  the  outlines  here,  the  chapter  headings,  INIr.  Congressman. 

I  have  agreed  with  counsel  previously  to  make  these  details  avail- 
able to  the  committee  as  a  part  of  the  record.  But  we  have  been 
very  concerned  about  this. 

Mr.  Cohen.  Dr.  Moeller,  on  page  4  of  your  statement,  the  ap- 
pendix, you  suggest  some  sort  of  incongruity  between  the  powers  of 
the  State  to  regulate  in  the  way  of  imposing  taxes  and  the  power 
to  enforce  those  regulations  beyond  the  12  mile  zone,  and  I  would 
like  your  opinion  as  to  whether  or  not  you  are  aware  that  some 
States  have  passed  regulations  which  would  impose  either  a  sur- 
charge or  a  tax  upon  oil  coming  into  their  State  and  setting  up  an 
oil  spillage  cleanup  fund. 

I  would  like  your  opinion  as  to  whether  or  not  you  have  analyzed 
that,  whether  it  is  consistent  with  the  State's  police  powers,  as  talked 
about  by  Mr.  Morris. 

Mr.  Moeller.  I  have  not  made  an  in-depth  study  analysis  of  that, 
Congressman,  for  the  simple  reason  I  have  had  so  many  other  areas, 
but  I  am  basically  familiar  with  it,  and  as  far  as  the  State  imposing 
the  surcharge  on  oil  that  flows  throufifh  pipelines,  it  would  be  my 
opinion  that  their  jurisdiction  to  do  this  would  only  lie  in  areas  that 
were  subject  to  State  jurisdiction,  that  is  within  the  3-mile  limit. 

Mr.  Cohen.  But  any  oil  coming  into  their  3-mile  limit  would  be 
subject  to  taxes  for  a  cleanup  fund. 
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Mr.  MoELLER.  Well,  quite  frankly,  I  think  this  is  an  issue  that 
will  probably  have  to  be  decided  by  the  Supreme  Court. 

There  are  questions  as  to  whether  or  not  this  would  place  an  un- 
due burden  on  commerce. 

Mr.  CoHEX.  I  believe  the  INIaine  Supreme  Court  just  ruled  it  was 
legal  for  the  legislature  to  do  that  in  the  State  of  ISIaine. 

Mr.  MoELLER.  Texas  is  doing  it  already,  and  I  believe  Louisiana 
has  a  surcharge,  and  INIississippi  does,  too. 

We,  in  our  Alabama  laws,  have  provision  for  taxing  throughput 
via  pipelines  from  oil  fields.  We  have  some  oil  fields  that  are  under 
development. 

I  think  you  have  to  go  to  the  basis,  the  object  whether  or  not  it 
is  to  regulate  the  commerce,  or  whether  or  not  it  is  to  provide  for 
a  source  of  revenue  to  actually  cover  the  cost  of  the  use  of  the 
State's  lands. 

Mr.  Cohen.  Just  one  final  point. 

Are  you  suggesting  then,  if  you  have  a  variety  of  imposition  of 
taxes  that  this  might  constitute  an  undue  burden  on  interstate  com- 
merce ? 

]\Ir.  INIoELLER.  It  is  conceivable  it  would,  yes. 

Mr.  CoHEX.  Thank  you,  Mr.  Chairman. 

Mr.  DE  LA  Garza.  Mr.  Ruppe? 

Mr.  Ruppe.  Thank  you  very  much,  ^Nlr.  Chairman. 

Do  any  of  you  gentlemen  have  evidence  to  show,  or  to  prove  that 
oil  brought  into  the  Gulf  States  via  the  offshore  terminal  route 
would  indeed  go  to  the  Midwest,  or  go  to  the  East? 

Are  there  pipeline  facilities,  or  the  other  facilities  either  in  being 
today  or  planned  for  construction,  to  insure  that  petroleum  products 
into  the  ports  you  have  envisioned  would  ultimately  find  its  way 
into  the  ]\Iidwest  and  the  eastern  petroleum  markets? 

General  Cross.  A  good  portion  of  it  would,  yes,  sir.  From  Louisi- 
ana I  believe  you  have  the  Capline  that  sends  a  good  bit  of  oil  to  the 
INIidwest. 

You  have  the  Big  Inch  from  Texas  that  sends  it  up  to  the  east 
coast. 

Mr.  Ruppe.  Are  these  facilities  presently  taxed  to  about  their 
capacity  ? 

If  they  have  room  for  additional  barrels  in  the  Midwest  or  East 
are  there  other  pipelines  being  planned  for  distribution  of  this 
product  into  the  oil  shortage  areas? 

General  Cross.  I  do  not  believe  I  can  answer  that  question. 

I  would  imaiiine  that  someone  from  the  oil  companies  would  be 
better  equipped  to  answer  it. 

INIy  judgment  is  that,  though,  yes,  they  would  be  just  about  used 
up,  the  capacity  would  at  this  point,  and  that  any  additional  oils 
that  might  have  to  flow  to  those  areas  would  require  new  pipeline 
capacity  just  like,  I  think,  we  are  on  the  threshold  of  seeing  new 
refinery  capacity  having  to  be  built  around  the  country  and,  simi- 
larly, your  pipelines  with  the  increased  demand. 

Senator  Xooxax.  Congressman,  this  may  or  may  not  be  accurate 
because  it  is  hearsay,  but  my  understanding  is  that  the  Capline  is 
operating  in  about  65  percent  of  capacity. 
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^  INIy  understanding^  also  is  that  they  are  considering  a  parallel 
line  to  handle  any  increased  capacity,  providing  the  permit  and 
licensing  and  so  forth  reaches  fruition. 

The  Colonial  pipelines,  the  Plantation  pipelines  and,  I  would 
say  most  of  the  pipeline  comi:)anies  are  awaiting  the  action  of  Con- 
gress. They  have  plans  and  ultimate  plans  and  so  forth  for  expan- 
sion of  their  pipelines  throughotit  the  country  and  also  ultimate 
plans  with  respect  to  the  selection  of  these  pipelines. 

Mv.  RuppE.  Thank  you,  Mr.  Chairman. 

^fr.  nK  LA  Gar^a.  Does  counsel  have  a  question? 

]\Ir.  Hkyward.  Thank  you.  INIr.  Chairman, 

In  connection  with  the  statement  by  Governor  Tribbit  of  Dela- 
Avare,  INIr.  IMorris.  in  your  Coastal  Zone  Act.  you  do  prohibit  maior 
industrialization  along  your  coastal  shores.  Is  that  not  correct? 

Mr.  INIoRRTS.  With  our  permission,  you  do. 

INIr.  Heyward.  Can  you  give  permission  to  put  it  in  there? 

]\rr.  INIoRRTS.  It  is  pretty  hard  to  get. 

Mv.  Heyward.  I  understand,  perhaps  erroneously,  that  the  law 
forbids  major  industrialization.  Am  I  wrong? 

]\Ir.  INIoRRTS.  I  am  not  going  to  go  quite  that  far,  but  I  think  you 
are  probably  right. 

Mr.  Heyward.  Does  "major  industrialization"  include  pipelines? 

IMr.  ]MoRRis.  That  applies  to  pipelines  as  well. 

Mv.  Heyward.  AVould  it  be  possible  under  your  act  to  get  per- 
mission to  lay  pipelines  as  long  as  it  did  not  result  in  major  indus- 
trial complexes? 

If  you  could  just  furnish  that  for  the  record,  I  think  it  would 
be  helpful. 

If  DelaAvare  sincerely  does  not  want  an  industrialization  to  take 
place  there,  it  sems  to  me  it  could  handle  it  under  its  present  laws 
rather  than  having  Federal  legislation  providing  for  state  veto  for 
the  placement  of  a  facility  somewhere  off  the  coast.  It  could,  in 
effect,  control  the  movement  inshore  even  if  they  did  not  control 
the  location  oshore. 

]\Iy  next  question  was,  do  you  not  consider  that  from  an  environ- 
mental viewpoint  it  would  be  better  to  transfer  the  oil  offshore  than 
to  transfer  it  by  lightering  operations  within  Delaware  Bay? 

INIr.  INIoRRis.  "Well,  it  would  seem  to  me  it  is  not  regulated  in 
lightering  at  the  present  time,  and  I  assume  that  if  you  had  a 
superport  that,  in  all  probability,  it  would  be  supervised  to  a  great 
extent. 

INIr.  Heyward.  "\^niat  I  meant  was  a  offshore  terminal  out  in  the 
ocean  rather  than  a  port  within  the  bay  itself. 

You  would  have  essentially  the  same  problem  if  you  had  it  in 
the  bay  itself. 

Would  you  not  agree  from  an  environmental  viewpoint,  the 
threat  to  DelaAvare  to  have  the  transfer  somewhere  some  miles  off- 
shore would  be  less  than  having  the  transfer  by  lightering  opera- 
tion right  within  Delaware  Bay? 

INIr.  Morris.  I  think  lightering  is  the  worst,  and  I  am  inclined  to 
agree  with  you  that  if  properly  policed,  it  would  be  much  better 
than  the  lightering  operation  at  the  present  time. 
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I  mipht  say  that  we  are.  just  awfully  fortunate  that  we  have  not 
had  real  trouble  here. 

Mv.  Heywari).  I  wonder  if  T  could  ^et  a  reaction  from  any  of 
the  witnesses  as  to  whether  the  lo^-islation  should  put  a  limit  on  the 
numbei-  of  these  offshore  superports  or  whether  the  States  have  al- 
ready considered  that  question? 

General  Cross.  T  think  wo  mijjht  if  the  legislation,  as  it  is  finally 
enacted,  comes  out  with  tlie  provisions  that  Texas  has  proposed 
that  within  itself  would  give  Texas  the  authority  to  limit  or  other- 
wise restrict  the  kind  of  facilities  that  would  be  built  off  the  Texas 
coast.  And  that  would  bo  adequate. 

In  other  words.  I  would  not  want  to  see  the  Federal  legislation 
be  so  restrictive  that  it  will  say  we  will  build  one  port  off  the  coast 
of  Texas  or  two  or  four  ports. 

Mr.  Hkyward.  I  do  not  thiuk  the  legislation  would  pick  the  spot 
because  it  would  be  some  dotorminntion  by  the  agency  given  the 
responsibility. 

I  was  thinking  of  an  ovei-all  maximum  that  we  are  really  looking 
to. 

Seadock  testified  that  they  would  be  capable  of  handling  3  to  4 
million  barrels  a  day  by  108.5. 

LOOP  said  4  million'  barrels  a  day  by  1985. 

Ameraport  is  talking  in  terms  of'  1  to  II/2  subsequently  building 
up  to  3  million. 

We  have  already  gotten  11  million  barrels  of  oil,  and  from  all 
the  figures  we  get,  this  is  about  as  much  increase  as  we  are  going  to 
need  to  take  care  of  us. 

So  I  am  not  sure  that  the  fears  of  sonie  of  the  Eastern  States  are 
as  really  i)ractical  as  they  might  otherwise  be. 

If  the  Gulf  States  want  them,  and  the  Eastern  States  do  not, 
and  the  economic  situation  is  such  that  the  costs  is  not  prohibitive 
to  move  it,  then  a  minimum  luimbei'  of  offshore  terminals,  it  seems 
to  me,  would  solve  the  problem. 

Would  you  agree  with  that? 

General  Cross.  Yes,  sir. 

Ml'.  ^foKLi.KR.  ;May  I  address  myself  to  your  question? 

Mv.  m:  LA  Garza.  Please  do  so. 

Mv.  :Mokllkr.  I  would  suggest  that  the  basic  law  of  economics 
would  be  the  best  restriction  that  you  could  have  because  the  people 
thijt  build  these  things  are  only  going  to  build  them  if,  after  rea- 
sonable mai'keting  studies,  they  prove  to  be  profitable. 

I  really  would  not  be  concerned  with  numbers.  I  think  the  econo- 
mies will  take  care  of  that.  I  think  the  economics  will  take  care  of 
that  situation. 

Mr.  Hkyward.  I  am  inclined  to  agree  with  you.  Dr.  Moeller. 
And.  incidentallv.  I  would  also  say  they  are  going  to  locate  them 
at  least  reasonably  in  access  of  the  refinery  capacity  which  is  going 
to  have  to  be  developed  along  with  them. 

Mr.  Moeller.  Yes,  sir. 

The  refineries  will  dictate  the  location  of  the  superports  rather 
than  the  reverse. 

^Ir.  DE  LA  Garza.  ^Ir.  Rountree? 
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Mr.  RouNTREE.  Thank  you,  Mr.  Chairman. 

Let  me  address  my  questions.  I  guess,  to  all  of  yon,  and  then  per- 
haps the  best  man  can  respond. 

Have  the  States  of  Delaware,  Alabama.  INIississippi.  and  Texas 
commented  on  H.R.  2020  which  is  pending^  before  another  com- 
mittee? 

Have  yon  testified  over  there  in  relation  to  the  concepts  em- 
bodied in  that  bill? 

]\fr.  ]NroELLP:R.  T  appeared  before  that  committee  last  Thursday. 

Mr.  RouxTREE.  In  the  bill  there  is  a  provision  which  essentially 
indicates  that  the  State  that  is  affected  by  a  location  of  an  offshore 
port  would  have  the  ability  to.  in  essence,  veto  that  location  even 
though  the  location  would  be  off  the  shores  of  an  adjacent  State. 

In  the  Gulf  Coast,  this  raises  a  particular  vexing  problem  with 
perhaps  the  State  of  Florida  being  involved  in  the  placement  of 
any  offshore  port  in  the  gulf  area.  I  am  sure  that  would  give  you 
some  concern,  would  it  not? 

General  Cross.  Yes,  sir. 

INIr.  RouxTREE.  Is  that  the  wav  vou  interpret  that  section  of 
H.R.  2020? 

INIr,  INIoELLER.  No.  sir.  we  do  not. 

Mr.  RouxTREE.  Have  any  of  the  State  legal  counsels  or  attorney 
generals  conducted  a  legal  analysis  of  the  extent  and  scope  of  State 
authority  and  power  under  concepts  that  we  are  talking  about  in 
relation  to  deepwater  ports  vis-a-vis  the  Federal  interest  under  the 
commerce  clause  of  the  constitution,  State  Police  powers,  state 
health  responsibilities,  etc. 

I\Ir.  INIoELLER.  Yes,  sir,  we  did  a  preliminary  assessment,  more  of 
an  identification  of  issues  and  broad  conclusions  which  we  pub- 
1  ished. 

Mr.  RouxTREE.  Will  you  supply  that  for  the  record? 

Mv.  ]MoELLER.  That  has  been  introduced  into  the  record. 

Mr.  RouxTREE.  How  about  Texas? 

General  Cross.  One  of  the  points  in  the  initial  charter  that  cre- 
ated the  Texas  Offshore  Terminal  Commission  w^as  to  examine  the 
International.  Federal,  and  State  laws,  local  laws,  to  a  finite  degree 
to  determine  what  could  or  could  not  be  done. 

That  study  is  ongoing  at  the  present  time.  We  have  commis- 
sioned the  Texas  Law  Institute  to  do  that  for  us.  We  should  be 
hearing  from  them  probably  in  2  or  3  months,  but  at  this  point, 
the  questions  have  not  been  answered. 

JNIr.  RouxTREE.  INIaybe  you  can  send  it  up  to  us. 

Mv.  ]MoELLER.  We  are  continuing  our  efforts,  ]\Ir.  Rountree. 

Mr.  RouxTREE.  How  about  Delaware? 

Mr.  INIoRRis.  I  would  like  very  much  to  talk  to  my  Governor  and 
the  attorney  general  about  that  also. 

Mr.  RouxTREE.  I  think  the  role  of  the  State  is  an  important  one, 
but  it  is  extremely  difficult  for  us  at  this  point  in  time  to  really 
establish  the  relationships  between  International  law.  Federal  law 
and  State  law  under  existing  law.  Then,  of  course,  the  changes  that 
might  conceivably  have  to  be  made  in  both  the  Federal  law  and  in 
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your  corresponding  State  laws  as  we  try  to  structure  a  piece  of 
Jeo;islation. 

This  gets  into  essentially  three  areas  which  I  would  like  to  break 
up  for  you  for  your  thought  processes,  and  one  is  the  actual  license 
of  construction  itself,  what  role  should  the  State  play  vis-a-vis  the 
Federal  Government. 

Then  we  get  involved  in  the  actual  operation  of  the  facility  once 
it  is  built  outside  of  3  miles.  Then,  inside  of  3  miles,  and  then,  of 
course,  we  get  involved  in  the  land  regulations  under  existing  laws, 
and  the  Federal  and  State  Coastal  Zone  ^Management  Acts.  And  as 
a  corollary  to  that,  you  get  involved  in  financing,  rate  structures 
and  bonding,  and  that  type  of  thing. 

This  is  the  information  we  would  have  to  have  to  structure  a 
good  piece  of  legislation.  An  analogy  has  been  made  to  the  offshore 
deepw-ater  port  as  being  much  the  same  type  of  platform  that  is 
built  for  the  extraction  of  resources  under  the  Outer  Continental 
Shelf  Lands  Act,  or  on  the  Outer  Continental  Shelf. 

Do  the  States,  under  that  particular  Federal  law,  play  a  role  in 
the  regulation  of  the  pipeline  and  its  operation,  and  enforcement 
of  State  laws  applicable  to  that  particular  oil  extraction  platform? 

Mr.  INIoELLER.  I  can  only  speak  in  broad  terms  to  that,  Mr.  Roun- 
tree. 

There  are  basic  offshore  drilling  regulations  and  operations  that 
are  administered  by  the  Department  of  Interior  on  the  Outer  Con- 
tinental Shelf,  and  they  have  established  the  standards  and  the 
policing  of  this. 

Obviously,  State  law  must  come  into  effect  at  a  point. 

In  my  presentation,  I  referenced  the  first  circuit  case  which,  I 
think,  points  out  some  of  the  difficulties. 

Mv.  KouxTREE.  Is  that  the  Read  case? 

Mv.  jNIoeller.  Yes. 

I  point  out  quite  a  few  difficulties  that  we  have  in  there.  I  think 
that  is  going  to  have  to  be  solved  legislatively. 

I  do  not  think,  Mv.  liountree,  we  have  the  answers  to  it  right 
now  in  the  existing  State  or  Federal  laws. 

I  think  there  is  going  to  have  to  be  a  concurrence,  a  general  get- 
ting together  between  the  States  and  the  Federal  Government,  to 
come  up  with  a  reasonable  domestic  law  that  would  be  applicable. 

Mr.  IvOUNTREE.  Thank  you. 

At  least  in  the  administration's  version,  we  have  a  blanket  appli- 
cation of  all  State  civil  and  criminal  laws,  and  quite  frankly  I  do 
not  know  what  that  means  and  what  the  impact  would  be. 

Presumably,  we  are  talking  in  terms  of  police  power  type  laws 
and  public  health  type  laws.  Workmen's  Compensation,  safety  and 
what  have  you. 

JNIr.  ]\IoELLER.  You  cannot  figure  out  the  nearest  coastal  State. 

jNIr.  RouNTREE.  I  agree  wdth  you.  Thank  you  very  much,  Mr. 
Chairman. 

Mr.  DE  LA  Garza.  Mv.  Fckhardt? 

Mr.  EcKiiARDT.  Mv.  Chairman,  I  have  a  question. 

On  this  question  of  Federal  and  State  law,  I  have  jNIr.  JNIoeller, 
your  Alabama  Law  Institute  Analysis  and,  of  course,  it  points  out 
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correctly  that  tlie  Tnimaii  Proclamation  of  1945  embraces  within 
g^eneral  national  jurisdiction  the  Continental  Shelf, 

Yon  do  not  have  any  donbt,  do  you,  but  that  Concfress  could 
enter  the  field  respectino;  navigable  waters,  institute  its  own  guide- 
lines with  respect  to  applicable  law,  perhaps  fashioned  after  State 
law  of  the  adioinin<r  reo:ion  and  could  not  only  frovern  the  area,  the 
navigable  area,  but  I  do  not  think  its  jurisdiction  would  stop  at  the 
water's  ed^e  any  more  than,  for  instance,  the  Harbors'  Workers 
and  Lonjrshoremen's  Act. 

Federal  law  could  p:overn  all  reasonable  questions  concerning? 
this  matter  if  we  so  desired,  could  it  not? 

INIr.  MoELLER.  That  is  a  difficult  question. 

Mr.  EcKiTARDT.  I  am  not  sayinp;  that  we  should. 

I  am  savinff  it  would  seem  to  me  to  be  within  the  reach  of  Fed- 
eral jurisdiction  with  respect  to  all  questions  related  to  the  offshore 
port  itself. 

Now,  the  question  of  whether  or  not  the  pipelines  went  to  plants 
shoreward,  T  suppose  the  State  law  could  fjovern  the  matter  relat- 
incf  to  the  pipes  themselves,  but  it  seems  to  me  this  is  not  a  terribly 
difficiilt  jurisdiction  dilemma. 

Mr.  MoELLER.  There  are  some  jurisdictional  problems.  Congress- 
man, that  bother  me  as  far  as  I  recognize  the  role  that  the  Congress 
can  play  and  ought  to  play. 

These  facilities,  however,  are  going  to  be  located  in  waters  that 
heretofoT-e  have  not  been  really  subject  to  the  jurisdiction  of  the 
United  States  as  far  as  exei-cising  a  role  of  soveriengty. 

I  think  that  we  have  an  obligation  to  be  very  careful  in  this  area. 
We  have  an  obligation  by  treaty,  too,  of  course,  to  maintain  free- 
dom of  navigation  and  safety  under  our  various  treaties. 

I  think  there  are  ways  and  means  of  applvinff  T'-nited  States  law 
or  finding  a  body  of  law  that  could  be  applicable  to  this  area,  and 
I  would  agree  with  you  that,  in  all  probability,  it  should  be  the 
Congress  that  makes  this  decision. 

I  would  suggest  that  it  would  be  better  made  in  consultation  with 
the  States  to  avoid  strong  conflicts. 

I  do  not  think  that  you  can  give  just  a  blanket  yes  or  no  to  your 
question,  Mr.  Congressman.  I  would  much  appreciate  the  time  to 
give  it  a  little  more  thought.  I  think  it  is  such  an  important  ques- 
tion, sir,  that  I  would  be  reluctant  to  rely  on  my  total  recall. 

Mr.  EcKiiARDT.  I  cannot  see  how  there  would  be  any  area  that 
we  need  to  reach  the  Federal  Government  could  not  reach  either  by 
its  powers  with  respect  to  navigation  or  the  commerce  power. 

I  am  not  saying  that  we  should  necessarily,  to  the  exclusion  of 
State  law,  for  instance  Federal  law  concerning  things  like  Federal 
Military  Reservations  where  they  have  adopted  the  State  law  as  the 
criminal  law,  that  something  of  this  nature  may  be  utilized  as  a 
pattern. 

Thank  you. 

Mr.  DE  LA  Garza.  We  thank  you,  gentlemen,  for  your  valuable 
contribution,  and  look  forward  to  your  continued  interest  in  this 
matter.  If  you  develop  further  information  on  this  subject,  we  hope 
that  vou  will  contact  us. 
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General  Cross.  I  hope  that  you  will  extend  our  greetings  to  Gov- 
ernor Briscoe  when  you  return  to  Texas. 

The  Commitee  will  stand  in  recess  at  this  time,  to  reconvene  to- 
morrow morniiig  at  10  o'clock. 

[Whereupon,  at  12 :05  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  10  a.m.,  Thursday,  June  28,  1973.] 
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OFFSHORE  PORTS  AND  TERMINALS 


THURSDAY,   JUNE  28,    1973 

House  of  Represextati\^s, 
Committee  ox  INIerchaxt  Marixe  ax'd  Fisheries. 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10:10  a.m.,  in  room 
1834.  Lon^jworth  House  Office  Buildino;,  tlie  Honorable  Thomas  N. 
Downinfr.  presiclino;. 

Mr.  Dowxix'G.  The  committee  will  please  come  to  order. 

This  mornino;  we  will  resume  our  hearings  on  H.R.  5091  and 
H.R.  5898,  offshore  ports  and  terminals. 

We  have  two  distinguished  Avitnesses  from  the  great  State  of 
Louisiana  who  will  be  introduced  by  our  distinguished  colleague, 
Congressman  David  Treen. 

Mr.  Treex.  Thank  you,  INIr.  Chairman. 

As  you  know,  I  am  quite  interested  in  these  hearings,  because, 
being  from  Louisiana,  we  have  one  of  the  companies  that  is  quite 
interested  in  constructing  the  port  there.  And,  we  have  had  in 
Louisiana  now  for  some  time  a  forward-lookino;  plan  to  facilitate 
the  construction  of  this  type  of  facility,  and  it  is  with  a  great  deal 
of  pleasure  that  T  introduce  the  executive  director  of  the  Louisiana 
Deep  Draft  Harbor  and  Terminal  Authority,  ]Mr.  P.  J.  Mills,  the 
executive  director  of  that  authority.  Mr.  Mills  is  a  former  distin- 
.♦ruished  member  of  the  Louisiana  State  Lesfislature.  Accompanying 
him  is  Randolph  PI.  Parro,  associate  director  of  the  authority.  Mr. 
Parro  is  not  a  newcomer  to  Capitol  Hill.  He  served  here  in  the 
office  of  former  Congressman  Pat  Caffery  as  his  administrative 
assistant.  Pat  Caffery  was  my  predecessor  in  the  Third  District  of 
Louisiana. 

It  is  with  great  pleasure  that  I  introduce  these  gentlemen  to  the 
committee  this  mornino;. 

INIr.  DowxixG.  We  welcome  you  witnesses,  and  appreciate  your 
coming. 

I  would  like  to  say  that  you  are  ably  represented  by  your  intro- 
ducer. 

Do  you  gentlemen  have  a  prepared  statement? 

STATEMENT  OE  P.  J.  MILLS,  EXECUTIVE  DIRECTOR,  DEEP  DRAFT 
HARBOR  AND  TERMINAL  AUTHORITY,  ACCOMPANIED  BY 
RANDOLPH  H.  PARRO,  ASSOCIATE  DIRECTOR,  STATE  OF  LOUI- 
SIANA DEEP  DRAFT  HARBOR  AND  TERMINAL  AUTHORITY 

INIr.  INIiLLS.  Yes,  INIr.  Chairman,  we  do. 

Mr.  DowxixG.  Well,  INlr.  Mills,  suppose  you  lead  off. 

(541) 
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i\Tr.  IMiixs.  Thank  yoii,  ^Nfr.  Chairman  and  members  of  the  com- 
mittee, and  thnnk  you,  Mr.  Treen. 

I  am  P.  J.  INIills.  executive  director,  Louisiana  Deep  Draft  Har- 
bor and  Terminal  Authority,  known  as  Louisiana  Superport  Au- 
thority. 

I  would  like  to  thank  you  for  ffivins  me  this  opportunity  to 
express  the  position  of  the  State  of  Louisiana  in  behalf  of  Gover- 
nor Edwin  W.  Edwards  on  the  subiect  of  deepwater  port  policy 
and  the  general  purposes  of  H.  R.  5091  and  H.  R.  5898,  which  are 
presently  before  the  committee  for  consideration. 

I  am  pleased  to  acknowledge  also  that  Louisiana  is  fortunate  in 
havine:  two  of  its  distinc:uished  INIembers  of  Confrress  sittin^r  on 
this  Committee — INfr.  Breaux  and  ]Mr.  Treen,  I  understand  that 
Mr.  Breaux  is  still  in  Geneva  and  will  not  be  here  today. 

By  way  of  introduction  to  my  testimony  today,  I  would  like  to 
define  what  we  see  as  an  exciting,  vitally  important  project.  I  refer 
to  the  Louisiana  concept  of  a  superport ;  a  multista,o:e  proo:ram  that 
in  its  initial  stag-e  will  be  an  oil  terminal,  and  that  (^rows  throujrh 
subsequent  stages  to  a  true  superport,  handling  bulk,  slurried  bulk, 
and  break-bulk  commodities.  / 

The  timetable  for  development  of  the  latter  stages  will  be  dic- 
tated by  advances  in  shipping  technologv,  in  much  the  same  way 
that  the  pressinc:  need  for  oil  terminal  development  is  the  result  of 
the  evolution  of  the  supertanker. 

The  State  of  Louisiana  and  its  congressional  delegation  have 
watched  with  interest  the  announcement  of  plans  for  deepwater 
port  development  off  several  east  coast  States.  During  that  8-  or 
4-year  period,  Ave  have  also  observed  that  those  announced  plans 
have  been  repudiated  by  the  States  offshore  from  which  the  facili- 
ties were  to  be  located,  primarily  because  of  inadequate  environ- 
mental planning  on  the  part  of  the  developers. 

With  the  ex]:)erience  of  those  east  coast  States  in  mind,  we  in 
Louisiana  moved  last  year  to  lav  the  groundwork  for  establishing 
of  a  State  agency  through  which  to  create  the  proper  climate  for 
]->ublic  acceptance  of  the  superport  concept  in  Louisiana,  and 
through  which  the  most  comprehensive  planning  for  deepwater 
port  development  could  be  undertaken. 

In  cooperation  with  several  oil  companies  and  other  private  busi- 
ness and  industry  in  Louisiana,  who  provided  the  funds,  we  estab- 
lished an  ad  hoc  task  force  to  pave  the  way  for  superport  develop- 
ment off  the  Louisiana  coast. 

One  of  the  functions  of  the  task  force  was  to  draft  legislation 
to  create  a  State  agency  to  oversee  the  promotion  and  development 
of  the  superport  concept  in  Louisiana.  The  regular  session  of  the 
Louisiana  Legislature  last  year  created  the  Deep  Draft  Harbor  and 
Terminal  Authority,  commonly  known  as  the  Louisiana  Superport 
Authority,  and  charged  this  agency  witli  the  comprehensive  plan- 
ning associated  with  deepwater  port  development  off  the  Louisiana 
coast. 

Written  into  the  legislation  was  provision  for  one  of  the  most 
comprehensive  envii'omuental  protection  ]:>lans  adopted  by  any 
State  up  to  this  time  as  related  to  an  individual  project.  The  legis- 
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lative  plan  was  drawn  b}-  the  Sea  Grant  legal  staff  and  Center  for 
Wetland  Resources  at  Louisiana  State  University. 

The  environmental  protection  provisions  provided  for  an  ongoing 
plan  extending  far  beyond  the  environmental  impact  statement  re- 
quired by  the  Xational  Environmental  Policy  Act — XEPA — and 
would  insure  the  maximum  protection  possible  for  the  delicate  and 
valuable  coastal  marshes  of  Louisiana.  The  State  agency  came  into 
being  July  26,  1972,  and  was  formallv  constituted  on  September  7, 
1972. 

In  creating  the  Deep  Draft  Harbor  and  Terminal  Authority, 
Louisiana  established  the  first  State  agency  in  the  United  States 
for  the  purpose  of  planning,  promoting,  and  developing  a  deep- 
water  port  off  the  coast  of  a  State. 

In  so  doing.  Louisiana  allocated  some  $350,000  for  fiscal  1972-73 
for  the  operations  of  the  agency  and  the  initial  development  of  the 
environmental  protection  plan  mentioned  above.  Some  $750,000  has 
been  appropriated  for  the  coming  fiscal  year  to  expand  the  environ- 
mental plan  as  required  by  oui-  legislature  and  perform  the  other 
work  necessary  to  see  the  first  phase  of  a  deepwater  port,  the  oil 
terminal,  developed  off  the  coast  of  Louisiana. 

This  plan  must  be  promulgated  by  January  1974.  Prior  to  that 
time,  public  hearings  will  be  held  on  the  plan,  and  public  input  to 
the  plan  obtained  through  the  workshops  held  throughout  the  State 
of  Louisiana.  The  public  workshops  will  precede  the  public  hear- 
ings in  order  to  obtain  public  suggestion  as  to  environmental  pro- 
tection prior  to  finalizing  the  plan. 

An  economic  impact  study  of  the  effects  of  an  offshore  oil  termi- 
nal has  just  been  concluded  and  was  announced  by  Governor  Ed- 
wards in  Raton  Rouge  on  June  S.  1973.  A  copy  of  that  study  is 
included  as  part  of  the  original  of  this  statement,  which  I  will  pre- 
sent to  the  committee  at  the  conclusion,  is  a  copy  of  act  444  of 
1972,  Louisiana  Revised  Statutes  1950,  as  amended.  Title  34,  Sec- 
tions 3101-3114.  The  latter  spells  out  the  terms  which  must  be  con- 
tained in  the  environmental  protection  plan  which  is  to  become  a 
rule  of  procedure  of  the  Louisiana  Deep  Draft  Harbor  and  Termi- 
nal Authority. 

We  do  not  presume  to  suggest  to  the  Congress  which  agency  of 
the  Federal  (jovernment  would  be  best  suited  to  the  issuance  of 
authority — either  environmental  or  total — for  construction  of  a 
deepwater  port  off  the  coast  of  our  State  or  any  other  State. 

We  welcome  the  fact  that  serious  consideration  is  being  given  in 
Congress  to  establishing  that  authority  within  one  Federal  agency. 
With  the  critical  need  for  development  of  deepwater  ports  to  im- 
port oil  to  the  continental  United  States,  this  action  is  quite  timely. 

We  in  Louisiana  feel  that  by  our  actions  over  the  past  13  months, 
we  have  created  a  climate  in  our  State  which  will  welcome  the 
development  of  an  oil  terminal,  and  subsequently  other  types  of 
facilities  in  the  Gulf  of  Mexico  off  our  coast.  It  is  our  opinion  that 
the  construction  of  an  oil  terminal  and  its  operation  are  logically 
the  function  of  the  private  sector,  either  the  oil  companies  them- 
selves or  terminal  firms  which  have  expertise  in  this  area. 
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Likewise,  we  feel  that  any  aiithoritv  emanating  from  the  Federal 
Government  for  the  construction  and  operation  of  snch  deepwater 
facilities  should  be  channeled  throii^rh  the  State  offshore  from 
Avhich  that  facility  is  to  be  located.  The  reasoning  for  this  may  seem 
unusual  to  some ;  however,  it  is  not  to  us. 

Louisiana  has  now,  and  is  willino;  to  continue,  to  expend  State 
funds  to  promote  the  development  of  a  deepwater  port  off  its  coast, 
because  we  can  envision  the  enormous  economic  benefit  to  our  State 
and  our  region. 

Also,  we  envision  the  development  of  this  facility  within  the 
framework  of  the  most  modern  environmental  protections  available, 
and  feel  that  the  economic  benefits  can  be  won  without  jeopardizing 
our  unique  coastal  environment. 

As  we  move  to  promote  this  project,  we  can  also  see  that  sub- 
stantial economic  impact  will  occur  in  our  State  because  of  the 
development  of  ancillary  industries.  That  fact  is  borne  out  by  the 
economic  study  attached  to  the  original  of  this  statement. 

There  is  a  serious  potential  danger  to  the  coastal  environment 
from  such  a  facilitv,  particularly  an  oil  terminal.  Since  our  coastal 
area  is  highlv  productive  in  fish,  shellfish,  and  fur-bearing  animals, 
we  are  particularly  conscious  of  the  potential  damage  from  oil 
spills. 

We  are  also  conscious  that  funds  must  be  available  to  minimize 
damage  and  restore  damage  that  might  occur  to  the  existing  marsh- 
lands from  an  offshore  spill  or  rupture  of  onshore  facilities.  These 
are  burdens  which  would  have  to  be  assumed  by  any  State  offshore 
from  which  such  a  facility  is  built,  and  is  a  further  reason  why 
the  coastal  States  offshore  from  which  such  a  facility  is  built  should 
be  given  ):)i'imary  consideration  in  any  permit  granting  procedure 
established  bv  the  Congress. 

With  regard  to  H.R^  5091  and  H.R.  5898  before  the  committee 
at  this  time,  we  in  Louisiana  feel  that  the  concentration  of  licensing 
authority  in  one  Federal  agency  is  sound.  However,  we  would  ex- 
pand the  provisions  of  both  bills  further  to  provide  that  those 
States  who,  by  tlieir  affirmative  actions,  favor  the  development  of 
deepwater  terminals  off  their  coast  be  given  primary  consideration 
in  any  licensing  procedure  that  is  established  by  the  Congress. 

We  feel  that  it  is  simple  equity  to  place  the  same  priority  on  the 
interests  of  those  States  favoring  development  of  offshore  deep- 
water  port  facilities  as  is  placed  on  those  States  opposing  such 
development. 

Li  essence,  Louisiana  is  of  the  opinion  that  whatever  legal  regime 
is  established  to  license  the  development  of  so-called  "superports" 
off  the  coast  of  any  State  should  grant  primary  considerations  to 
the  State  offshore  from  which  such  a  facility  is  to  be  built.  This 
would  apply  in  either  granting  a  license  for  such  an  operation,  or 
in  the  refusal  to  grant  such  a  license  because  of  the  coastal  State's 
specific  legal  prohibition  against  such  coastal  development.  In  this 
way,  those  States  favoring  such  development  will  have  the  same 
voice  in  their  destiny,  as  will  those  States  opposing  such  develop- 
ment. 

By  giving  the  States  the  authority  over  the  development  of  such 
deepwater  facilities.  Congress  would  in  effect  be  giving  the  coastal 
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States  an  opportunity  to  negotiate  with  private  firms  to  construct 
and  operate  such  facilities  for  the  mutual  benefit  of  both  parties 
and  the  public  at  lar<2:e. 

Terminals  such  as  are  needed  to  brino;  in  foreifju  oil  have  been 
l)uilt  all  oyer  the  world  by  both  oil  companies  and  firms  which 
specialize  in  building  and  opei-ating  terminals.  The  operation  of 
those  facilities,  coupled  with  the  heavy  development  of  industry 
which  normally  follows,  has  a  high  potential  incidence  of  environ- 
mental difficulties  which  will  affect  most  the  States  offshore  from 
which  they  are  located.  Those  operations  also  have  a  very  high  level 
of  profitability  from  which  some  form  of  payment  could'  and  should 
be  made  to  the  affected  coastal  States  either  directly  or  through  the 
Federal  agency  regulating  such  operations  in  order  to  give  the 
coastal  States  which  choose  to  permit  such  operations  off  their 
shores  some  immediate  financial  means  to  defray  costs  which  must 
be  incurred  as  a  result  of  those  operations. 

Louisiana  is  one  State  Avhich  strongly  favors  the  development  of 
so-called  superports  at  this  time.  However,  the  existing  fishing  and 
trapping  industries  of  Louisiana's  coastal  areas  are  far  too  im- 
portant to  the  livelihood  of  thousands  of  our  citizens  for  the  State 
government  to  take  them  lightly.  The  wide-based  public  support 
for  a  Louisiana  deepwater  terminal  in  our  view  is  contingent  upon 
the  knowledge  of  many  of  our  State's  people  and  some  of  our  fore- 
most environmentalists  that  the  government  of  Louisiana  is  sincere 
in  its  determination  to  protect  and  maintain  the  integrity  of  our 
coastal  environment. 

The  fact  that  the  legislation  creating  our  Deep  Draft  Harbor 
and  Terminal  Authority  goes  to  such  lengths  to  insure  environ- 
mental protection  is  in  itself  insurance  that  the  faith  will  be  kept 
with  the  environment. 

It  is  relatively  easy  for  a  State  to  refuse  to  permit  the  develop- 
ment of  such  facilities  off  its  coast.  On  the  other  hand,  it  is  diffi- 
cult to  balance  the  economic  benefits  against  the  environmental  con- 
siderations and  walk  a  middle  road  that  permits  the  development 
of  superports. 

"We  in  Louisiana  have  chosen  the  difficult  course  of  wedding  en- 
vironmental excellence  to  economic  development.  We  feel  that  it 
can  be  done,  and  intend  to  see  that  it  is  done.  Those  in  the  private 
sector  who  would  develop  such  facilities  seem  to  be  aware  that  only 
with  the  assistance  of  the  coastal  States  can  such  a  balance  be  at- 
tained. 

Louisiana  is  offering  that  assistance,  and  has  created  the  climate 
which  will  permit  such  development.  We  are  merely  asking  that 
Congress,  in  designating  which  agency  or  agencies  will  have  respon- 
sibility for  granting  for  such  development,  consider  the  coastal 
States  first. 

As  legislation  is  drafted  to  place  such  authority  in  a  designated 
Federal  agency,  we  respectfully  request  that  the  authorizing  agency 
be  required  to  offer  primary  licensing  authority  to  the  State  offshore 
from  which  a  facility  is  to  be  located. 

In  so  doing,  you  will  give  the  coastal  States  an  opportunity  to 
participate  more  viably  in  the  Federal  system,  and  assist  them  in 
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meeting  the  challenfres  which  will  naturally  come  from  such  off- 
shore development. 

In  our  opinion,  it  is  an  excellent  opportunity  for  the  States  to 
share  with  the  Federal  Government  the  responsibilities  for  solving 
an  immediate  national   crisis.   It  would   also   afford  the   States   an 
excellent   opportunity   to   work   with   private   interests   to   develop 
deepwater  terminals.  Avith  the  States  providing  environmental  safe- 
guards, and  private  industry  the  economic  development. 

Louisiana  stands  ready  to  play  its  role,  and  asks  your  help  in 
mfikinp:  that  possible. 

Thank  vou,  INfr.  Chairman  and  members  of  the  committee.  Mr. 
Parro  and  myself  will  be  pleased  to  answer  any  questions  of  the 
committee  which  vou  may  wish  to  pose  to  us,  INIr.  Chairman. 

]\Ir.  DowNixG.  Thank  you  very  much,  Mr.  INIills,  for  a  very  ex- 
cellent statement. 

Does  vour  colleafrue  have  anything  to  say? 

INIr.  Parro.  No,  sir. 

Mr.  Downing.  First,  I  want  to  congratulate  the  State  of  Louisi- 
ana for  the  proo:ressive  steps  it  has  taken  to  meet  this  problem. 

]Mr.  INItlls.  Thank  you. 

Mr.  Downing.  They  have  gone  right  ahead  and  bitten  the  bullet. 

They  have  done  an  excellent  job. 

Do  you  think  that  priority  should  be  given  to  the  States  that 
have  gone  forward  with  the  necessary  State  legislation? 

Mr.  INIiLLS.  Yes,  INIr.  Chairman,  we'  do.  We  feel  that  those  States 
where  the  strong  intention  to  assist  this  type  of  development  has 
been  undertaken,  both  through  legislation  and  administration  of 
State  funds  for  that  purpose,  that  in  the  granting  of  licensing  for 
this,  that  for  those  States  that  are  interested  in  his  particular  tvpe 
development  should  be  given  primary  consideration  with  the  idea 
in  mind  such  as  contained  in  the  languaire  of  the  administration's 
bill,  which  has  been  introduced  in  the  House  and  Senate,  dealing 
with  this  subject  for  licensing  in  a  single  agency,  giving  these 
States  the  right  to  transfer  or  the  recipient  the  right  to  transfer 
whatever  license  may  be  received  and,  in  so  doing,  have  a  little 
more  involvement  in  what  is  done  off  the  coast  of  a  particular  State. 

Mr.  Dow^NiNG.  You  believe  the  State  should  have  the  right  of 
veto  ? 

]Mr.  INIiLLS.  This  is  a  question  which,  at  this  point  in  time,  Mr. 
Chairman,  I  am  not  absolutely  certain  that  we  are  ready  to  address 
ourselves  to,  but  would  be  willing  to  submit  a  position  to  this  com- 
mittee if  you  so  desire. 

The  right  of  veto,  we  feel,  would  be,  in  effect,  contained  in  the 
granting,  say,  of  primary  consideration  in  licensing  to  the  States 
in  that  those  States  that  choose  not  to  exercise  that  priority  and 
could  do  so  and,  in  effect,  exercise  a  veto  without  being  given  spe- 
cific authority. 

I  can  say  that  we  in  Louisiana  do  not  favor  the  right  of  veto  of 
an  adjacent  State. 

We  feel  very  strongly  that  this  could  create  considerable  legal 
problems  and,  in  effect,  I  believe,  chaos,  insofar  as  the  Federal, 
State,  and  multi-State  relationships  are  concerned,  particularly  in 


547 

the  Gulf  of  Mexico  where,  as  has  been  pointed  out  in  this  commit- 
tee, you  have  had  testimony  that  the  theoretical  boundaries  of  the 
coastal  States  in  the  Gulf  of  ^Mexico  could  create  considerable  prob- 
lems insofar  as  adiacent  State  definitions  are  concerned. 

Mr.  DowxixG.  Mr.  Eckhardt? 

Mr.  Eckhardt.  ]Mr.  ]\Iills.  I  want  to  compliment  you  on  your 
approach  to  this  question  on  veto. 

It  seems  to  me  the  testimony  we  had  yesterday  fails  to  recognize 
the  national  concern  with  the  superport  and  also  for  the  possibility 
of  conflictino:  concerns  of  two  adjacent  States,  one  of  which  desires 
to  move  forward  and  is  willing  to  do  so  with  standards  of  the  type 
you  have  described,  and  another  State  which  wants  to  retain  cer- 
tain of  the  values,  like  the  recreational  ^^alues,  without  weighing 
the  commercial  value  against  it. 

If  I  understand  you  correctly,  what  you  are  saying  is  that  in- 
stead  of  instituting  a  procedure  by  which  one  State  directly  affected 
by  the  superport  would  have  the  right  to  veto,  you  would  envisage 
a  State  having  the  power  to  genei'ate  the  licensing  procedure  where 
it  has  an  interest  in  that  licensing  procedure  and  in  the  absence  of 
an  adjacent  State  generating  that  licensing  procedure,  the  Federal 
Government  would  either  not  enact  or  be  very  circumspect  in  mov- 
ing which  would,  in  effect,  result  in  the  same  thing,  but  would  not 
give  one  State  the  power  to  influence  the  economic  future  of  an- 
other. 

Do  I  understand  you  correctly  there? 

INIr.  Mills.  Your  interpretation  is  exactly  as  we  intended  it,  Mr. 
Eckhardt. 

We  have  taken  into  effect  a  positive  approach  to  the  problem 
rather  than  a  negative  one.  And  rather  than  granting  absolutely  a 
veto  power,  we  place  within  the  States  the  priority  to  act  or  not 
to  act,  as  they  see  fit. 

JNIr.  Eckhardt.  Well,  I  want  to  commend  you  and  your  State  for 
your  obvious  sensitivity  concerning  environmental  values. 

I  know  from  experience  with  my  State  that  Louisiana  and  Texas 
produce  somewhere  around,  I  think,  one-third  of  the  total  shrimp 
produced  in  the  Nation.  I  forget  the  exact  figure.  And  I  think  we 
vie  from  year  to  year  as  the  leading  producer  in  that  area. 

I  also  recognize  that  the  capital  value  of  the  shrimp  production 
in  either  of  our  States  is   absolutely  enormous  and  sometimes,   I . 
think,  failure  to  recognize  the  comparative  value  of  one  industry 
against  another  results  in  some  rather  inept  action. 

I  know  that  you  have  looked  at  this  matter.  I  know  that  as  you 
say  your  coasts  are  among  the  most  fragile  with  respect  to  the  en- 
vironmental interests. 

Mr.  INIiLLS.  That  is  correct. 

INIr.  Eckhardt.  I  would  feel  that  the  example  you  give  of  Lou- 
isiana is  the  one  that  probably  most  strongly  militates  in  favor  of 
giving  the  State  a  strong  voice  in  determining  how  its  interest  may 
be  best  protected. 

Thank  you,  sir. 

Mr.  Mills.  Well,  thank  you,  Mr.  Eckhardt.  I  appreciate  your 
comments  very  much,  and  we  are  very  concerned  because  before, 
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for  example,  there  was  oil  in  Louisiana  with  which,  incidentally, 
the  fishing  industry  has  existed  very  compatibly  over  the  years,  but 
before  there  was  oil,  there  was  shrimp  and  fish  and  oysters,  which 
all  of  us  in  Louisiana,  who  pride  ourselves  on  being  gourmet  of  one 
form  or  another,  enjoy,  and  as  do  its  citizens  of  States  all  over  the 
Union. 

And  the  fishing  and  fur  industry  in  Louisiana  are  significant 
parts  of  our  economy.  And  we  weigh  this  very  heavily  in  the  assess- 
ment of  economic  gain  for  the  moment  as  against  a  long-time  eco- 
nomic value  of  those  particular  industries.  And  we  feel  the  two 
can  continue  to  exist,  so  to  speak. 

]Mr.  EcKHARDT.  One  would  also  not  want  oil  in  his  crawfish 
bisque. 

Mr.  INIiLLS.  No,  sir;  unless  it  were  olive  oil. 

Mr.  Downing.  ]Mr.  Grover? 

INIr.  Grover.  Thank  you,  INIr.  Chairman. 

You  are  looking  at  a  multifold  operation,  are  you? 

Mr.  jNIills.  Yes,  sir. 

ISIr.  Grover.  Wlien  you  address  yourself  to  the  initial  problem  of 
an  oil  terminal,  we  are  talking  aljout  distributing  imported  crude 
oil. 

^Y]\en  we  go  beyond  that  to  the  development  of  this  oil  terminal 
ultimately  into  a  superport,  it  then  becomes  a  wide-range  operation 
activity  of  receiving  and  distributing  all  types  of  merchant  marine 
carried  goods,  I  presume. 

Do  you  contemplate  going  beyond  that  to  refinement  of  crude  oil, 
petrochemical  activity  offshore  ? 

Mr.  INIiLLS.  No,  sir;  this  is  not  envisioned. 

It  Avill  be  looked  at,  however,  the  possibility  of  it  will  be  looked 
at.  T  feel,  in  the  development  of  a  master  plan  for  long-range  de- 
velopment which  is  required  under  our  statute,  and  also  which  we 
have  charged  to  the  Henry  J.  Kaiser  Co.,  Kaiser  Engineers,  under 
contract,  for  development  of  a  master  plan  beyond  the  oil  terminal 
facility. 

We  "envision  the  oil  terminal  facility  developing  as  a  single  pur- 
pose facility  unto  itself  in  the  location  which  ^Mr.  Read  outlined, 
Mr.  Read  of  Loop,  to  this  committee,  day  before  yesterday. 

The  dry  cargo  and  other  purpose  facility  would  be  developed 
in  another  area,  not  necessarilv  coterminus  or  adjacent  to  that  par- 
ticular development  for  the  oil  terminal. 

Other  developments  that  might  be  envisioned  in  this  regard  have 
been  looked  at,  for  example,  the  School  of  Environmental  Design 
at  LSU.  whose  dean  is  a  member  of  our  board,  representing  the  en- 
vironmental community,  the  idea  being  the  development  of  some 
tvpe  of  offshore  capability.  And  this  is  very  long-range  and  in  a 
conceptual  stage,  but  may'  well  come  to  be  one  day  the  development 
of  offshore  facilities  of  "various  types,  whether  for  fabrication  of 
various  products  or  for  the  refining  of  oil  or  generation  of  elec- 
tricity, or  even,  as  some  have  envisioned,  the  development  of  off- 
shore" island  cities.  And  these  concepts  have  all  been  put  forth  and 
will  be  looked  at  to  some  extent  in  the  determination  of  long-range 
activitv  off  the  coast  of  our  State, 
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JNIr.  Grover.  Xow,  the  oil  terminal  concept,  the  initial  stage,  are 
you  looking  to  piping  or  lighterage? 

Mr.  Mills.  No,  sir. 

We  are  looking  basically  to  plan  which  was  submitted  to  the 
committee  by  the  LOOP  organization,  the  basic  principle  which 
they  have  proposed,  which  has  been  also  proposed  to  our  commis- 
sion but  has  not,  at  this  time,  been  formally  adopted. 

There  are  a  number  of  questions  which  we  are  having  answered  in 
connection  with  the  Loop  organization,  but  the  basic  principle 
is  the  one  which  we  favor  and  would  follow  in  approach,  that  of  a 
monobuoy  of  several  monobuoys  offshore  with  the  oil  piped  on- 
shore to  a  large  capacity  stoi-age  facility,  and  then  moved  by  pipe- 
line to  existing  and  new  refineries  within  the  State  of  Louisiana, 
and  then  by  pipeline  further  to  refineries  in  the  States  all  the  way 
to  the  Canadian  border. 

INIr.  Grover.  That  is  all. 

INIr.  Downing.  Mr.  Mosher? 

Mr.  jNIosher.  Xo  questions. 

Mr.  Downing.  Mr.  Gooding? 

Mr.  Gooding.  Xo  questions,  Mr.  Chairman. 

Mr.  Downing.  ^Nlr.  Treen? 

Mr.  Treen.  Thank  you,  INIr.  Chairman. 

I  just  want  to  congratulate  ]\Ir.  :Mills  and  ]Mr.  Parro  for  their 
presentation  here  today. 

As  a  Representative  from  Louisiana,  this  is  a  matter  of  vital 
interest  to  me  as  ]\Ir.  Mills  and  ^Nlr.  Parro  know.  And  I  sincerely 
hope  that  the  Congress  will  move  very  quickly  to  get  a  bill  to  the 
floor  for  action,  because  it  is  my  view  that  the  need  for  this  has 
been  amply  demonstrated. 

We  have  had  a  great  amount  of  testimony  by  administration  wit- 
nesses, industry  witnesses,  and  others,  that  the  superport  is  an 
essential  need.  And  considering  the  fact  that  the  State  of  Louisiana, 
through  Mr.  ]Mills  and  INIr.  Parro,  and  this  authority  they  repre- 
sent, have  made  such  advances  with  respect  to  environmental  pro- 
tection, T  would  hope  that  Congress  would  move  quickly.  I  think 
the  State  of  Louisiana  is  ready,  or  essentially  will  be  ready  at  any 
reasonable  time  that  Congress  could  produce  a  bill. 

That  is  correct,  INIr.  INIills,  that  you  would  be  ready? 

Mr.  Mills.  That  is  correct,  ;Mr.  Treen. 

And  if  I  may  quote  our  senior  Senator  from  Louisiana,  Mr. 
Long,  who  said,'  "If  Congress  would  go  ahead  and  get  out  of  the 
way,  Louisiana  is  readv  to  move."  And  they  were  his  words. 

And  we  certainly  would  appreciate  the  time  when  that  arrives 
so  that  we  mav  be  able  to  move  ahead  in  this  regard  because  we 
feel,  as  you  said,  the  necessity  to  do  something  in  this  area  is  very 

strong. 

I^Ir.  Treen.  Well,  again,  thank  you  very  much  for  your  presenta- 
tion. 

Mr.  Downing.  Mr.  Bowen? 

Mr.  BowEN.  No  questions. 

Mr.  Downing.  The  committee  wishes  to  thank  you  gentlemen 
for  your  contribution,  and  I  think  the  committee  would  appreciate 
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a  position  paper  on  the  question  of  whether  the  States  should  have 
a  right  to  veto. 

Mr.  INItlls.  We  will  be  happy  to  have  it  prepared  and  submit  it, 
Mr.  Chairman,  throujih  one  of  the  members  of  the  committee. 

(The  position  paper  had  not  been  received  at  the  time  this  hear- 
ing: went  to  press.) 

Mr.  DowNixG.  Counsel  has  several  questions. 

^Ir.  Heyw^vrd.  Mr.  INIills.  in  connection  with  the  role  of  the  State, 
T  am  not  quite  sure  exactly  what  vou  envision. 

Do  you  think  that  the  leoislation  should  provide  for  some  State 
licensino:  procedure  in  the  permit,  or  would  you  envision  that  as  a 
part  of  the  rep:ulatory  ao:ency's  procedure? 

Would  you  like  to  see  something  in  the  legislation? 

INIr.  Mills.  I  would,  sir. 

I  think  also  that  those  States  possibly  who  do  not  favor  such 
development  would  prefer  to  see  it  on  the  basis  of  the  thesis  that  we 
have  put  forth  todav,  because  by  having  it  included  in  the  Federal 
legislation,  it  would  given  them.  then,  the  opportunity  to  exercise 
or  not  exercise  that  priority  if  they  so  choose. 

In  the  absence  of  that,  in  leaving  it  to  administrative  discretion, 
I  think  that  you  may  wind  up  with  some  difficulties  of  an  admin- 
istrative nature  that  might  present  serious  problems  in  the  areas 
where  those  States  do  not  wish  to  move. 

]Mr.  Heywaro.  AVell,  in  connection  with  questions  that  Mr.  Eck- 
hardt  asked,  would  not  the  same  problem  of  potential  conflict  Avith 
States  arise  if  the  States  themselves  were  involved  in  permit  sys- 
tems? 

For  instance,  as  between  Mississippi  oi-  Alabama,  or  as  between 
Florida  and  Alabama  or  Louisiana  and  ^Mississippi,  what  State 
would  have  the  authority,  the  one  through  whose  lands  the  con- 
necting link  went? 

Mr.  INIiLLs.  Well,  T  think  it  would  be  pretty  much  determined  by 
that  State  offshore  fi'om  which  directlv  the  facility  was  to  be  lo- 
cated, and  through  which,  in  terms  of  the  oil  terminal,  and  through 
which  a  pipeline  would  traverse. 

]Mr.  Heyward.  Would  not  the  State  control  be  possible  through 
those  State  connections  through  pipeline? 

Mr.  ]MiLLS.  Definitely  so,  I  think,  on  the  basis  of  my  knowledge. 
And  I  am  not  an  attorney,  but  my  associate  is.  On  the  basis  of  my 
knowledge  of  the  law  as  it  exists  within  the  3-mile  limit,  that  is  the 
State's  jurisdiction  and  authority  w^ould  certainly  exist  in  that 
regard. 

Mr,  HEYW^\Rn.  T  was  really  referring  to  your  own  remark  that 
when  you  extend  the  State  lines  into  the  gulf,  you  might  run  into 
a  problem.  And  I  am  just  wondering  if  there  would  not  be  prob- 
lems created  as  between  States  if  the  States  themselves  were  the 
ones  involved. 

Mr.  Mills.  Well,  I  think  this  is  a  situation  that  would  probably 
be  resolved  by  administrative  regulations,  authority  for  which  is 
spelled  out  in  most  of  these  bills. 

Again,  with  the  particular  department  of  Government  in  the 
executive  branch  that  is  responsible  for  this,  I  think  that  possibly 
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could  be  resolved  in  sucli  a  way  that  that  problem  could  be  avoided. 

Mr.  Heyward.  Tu  any  case,  t  assume  you  would  like  for  the  legis- 
lation to  recognize  that  the  States  have  the  major  role,  no  matter 
how  it  is  expressed. 

Mr.  ]MiLLs.  Very  definitely  so. 

Mr.  Heyward.  Thank  vou. 

:\Ir.  Downing.  Mr.  Eckhardt? 

Mr.  EcKHAROT.  Thank  you,  Mi:  Chairman. 

That  raises  several  questions. 

On  this  point.  sui)i)ose.  for  instance,  a  terminal  was  sought  to  be 
built  to  serve  Lake  Charles  and  Port  Arthur. 

I  assume  fi'om  your  statement  that  you  would  feel  that  if  either 
Texas  or  Louisiana  indicated  a  desire  or  generated  the  desire  to 
build  a  tcnnifial,  vou  would  feel  tliat  this  ought  to  weigh  heavily 
Avith  the  Federal  licensing  authority  in  favor  of  building  the  termi- 
nal. 

Mr.  ]MiLLs.  I  think  that  is  a  fair  interpretation. 

]Mr.  Eckhardt.  But  you  would  feel  in  a  circumstance  in  which 
such  a  terminal  were  opposed  by  Texas  and  supported  by  Louisiana, 
that  regardless  of  whether  it  is  technically  within  the  waters  off  the 
State  of  Texas  or  the  waters  off  of  Louisiana,  that  Texas'  objection 
should  not  constitute  an  effective  veto? 

Mr.  ]MiLLs.  Well,  I  think  the  magnitude  of  the  objection,  based 
on  substantive  information  that  could  point  up,  for  example,  a  very 
drastic  potential  environmental  hazard,  this  type  of  thing,  this  is 
something  that  would  have  to  be  weighed  by  the  licensing  agency. 

I  think  an  arbitary  off'hand  objection,  because  of  competitive 
advantage,  or  one  thing  or  another,  would  not  necessarily  carry  as 
niuch  weight  as  the  substantive  objection  based  on  the  sound  en- 
vironmental findings  or  other  findings  that  would  be  detrimental 
to  the  adjacent  State. 

Mr.  Eckhardt.  "Well,  there  is,  of  course,  no  question  but  that 
either  State  desiring  to  regulate  the  manner  in  which  the  terminal 
is  built  or  to  influence  the  location  of  the  terminal  with  respect  to 
matters  affecting  environmental  concerns  of  either  vState  should  be 
seriously  considered  by  the  licensing  authority,  but  the  question  I 
am  getting  at  is,  you  do  not  feel  that  the  State  should  have  the  ulti- 
mate determination  of  negativing  Federal  licensing  where  the 
terminal  would  have  economic  advantage  to  both  States,  even 
though  technically  the  location  of  the  terminal  might  be  in  the  one 
State  or  the  other? 

INIr.  ]\IiLLS.  That  is  correct. 

Mr.  Eckhardt.  Thank  you,  sir. 

Mr.  Mh.ls.  I  can,  in  this  regard,  if  I  might,  !Mr.  Chairman,  just 
expand. 

Louisiana  and  Texas  have  a  very  excellent  working  relationship 
today,  for  example,  on  a  joint  project  at  Toledo  Bend,  where  a  large 
lake  was  developed,  and  each  State  completed  with  State  funds  and 
each  State  put  up  $(i  million  for  development  and  have  a  joint 
compact  executed  for  operation  and  maintenance  of  this  lake  fa- 
cility. And  it  works  very  well. 
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Interstate  cooperation,  in  addition  to  State-Federal  cooperation, 
in  this  regard  would  be  very  essential,  and  I  think  is  something 
that  would  have  to  be  worked  out  in  order  to  accommodate  this 
purpose.  But  I  think  it  is  somethino;  that  has  precedent. 

Mr.  EcKiiARDT.  Just  one  brief  question. 

With  respect  to  the  regulation  of  such  term  federally  the  State 
might  have  a  wide  range  of  authority  with  respect  to  its  operation 
of  the  terminal  affecting  environmental  concerns,  would  you  not 
feel  that  with  respect  to  interstate  commerce  that  the  Federal  Gov- 
ernment should  have  the  ultimate  authority  to  decide  such  questions 
as  to  whether  or  not  the  terminal  would  constitute  a  common  car- 
rier serving  all  of  those  who  seek  to  utilize  its  facilities? 

]\Ir.  Mills.  Yes,  sir,  that  is  correct. 

Yes;  I  think  that  is  in  the  national  interest,  and  I  think  it  is 
essential. 

Our  legislation  envisions  development  of  a  facility  that  will  be 
operated  as  a  common  carrier. 

Mr.  EcKiiARDT.  Thank  3'ou,  Mr.  Chairman. 

Mr.  Downing.  ]\Ir.  Lott? 

Mr.  Lott.  No  questions. 

]\Ir.  Downing.  Mr.  Treen? 

Mr.  Treen.  Just  this  comment  to  Mr.  Eckhardt. 

Since  SEADOCK  wants  to  build  a  port  off  the  coast  of  Texas  and 
LOOP  wants  to  build  one  off  the  coast  of  Louisiana,  we  will  not 
block  yours  if  you  will  not  block  ours. 

Mr.  EcKiLVRDT.  I  am  saying  I  do  not  see  any  real  conflict.  There 
might  even  be  two  or  three  terminals. 

Mr.  Downing.  Thank  you,  gentlemen. 

"Sir.  ^NIiLLs.  Thank  you  for  the  opportunity  to  appear. 

Mr.  Chairman,  as  I  did  say,  I  do  have  the  study  here  of  the 
H.  J.  Kaiser  Co.  on  the  economic  impact  of  a  Louisiana  offshore 
oil  port,  the  book  with  the  blue  cover,  and  have  another  paper  en- 
titled, "Xavigation  and  Shipping,  Deep  Draft  Harbor  and  Terminal 
Authority,"  prepared  by  the  State  of  Louisiana. 

Mr.  Downing.  Without  objection,  those  documents  will  be  re- 
viewed by  counsel  and,  if  appropriate,  inserted  in  the  record  at  this 
point. 

[The  documents  referred  to  follow :] 
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I   INTRODUCTION 

This  study  was  undertaken  to  assess  the  impact  of  a  proposed  offshore 
oil  port  on  the  economy  of  Louisiana.   The  primary  objective  was  to  determine 
if  benefits  in  the  form  of  increased  income  and  transportation  cost  savings 
would  outweigh  public  and  private  costs  associated  with  the  terminal.   If 
benefits  should  exceed  costs,  the  offshore  oil  terminal  could  be  declared  to 
have  positive  net  benefits  and  a  favorable  benefit-cost  ratio. 

The  analysis  began  with  the  construction  of  petroleum  supply  and 
demand  balances  for  three  major  consuming  areas  east  of  the  Rocky  Mountains. 
The  present  and  future  dependency  of  Midwest  and  East  Coast  regions  for  both 
crude  oil  and  refined  products  from  the  Gulf  coast  and  from  Louisiana  was 
calculated.   This  data  was  then  translated  into  projections  of  refining 
capacity  growth  in  Louisiana  and  a  range  of  throughput  volumes  for  the 
offshore  oil  port. 

In  assessing  the  impact  of  an  offshore  oil  port,  this  study  considered 
what  would  happen  to  refining  capacity  and  petrochemical  manufacturing  if 
an  offshore  oil  port  were  not  built.   In  projecting  the  expansion  in 
refining  and  petrochemical  capacity  generated  by  an  offshore  oil  terminal, 
it  was  assumed  that  industrial  growth  would  take  place  within  a  planning 
framework  that  guided  and  controlled,  but  did  not  prohibit,  such  growth. 
Employment  and  income  benefits  were  estimated  with  the  use  of  computer 
programs,  which  calculated  how  a  change  in  employment  and  income  in  one 
industry  would  affect  employment  and  income  in  other  industries. 

In  addition  to  determining  increased  earnings  generated  by  the 
preservation  of  existing  jobs  and  the  creation  of  new  ones,  the  project 
team  calculated  the  amount  of  transportation  costs  savings  on  crude 
delivered  in  very  large  crude  carriers. 

These  benefits  were  estimated  for  each  year  through  the  year  2000. 
Costs  similarly  annualized  include  capital  costs  for  the  offshore  port, 
port-to-shore  facilities,  and  the  connection  to  a  terminal  in  St.  James 
Parish.   Costs  for  operating  these  facilities  for  crude  destined  for 
Louisiana  refineries  were  also  included  in  the  benefit-cost  equation. 
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Finally,  it  was  recognized  that  the  jobs  directly  and  indirectly 
created  by  the  offshore  terminal  will  attract  increased  population  to 
Louisiana.   Costs  would  thus  be  incurred  by  state  and  local  governments 
to  provide  services  to  this  added  population.   These  were  also  inserted 
on  the  cost  side  of  the  ledger. 

Following  accepted  benefit-cost  methodology,  the  project  team 
converted  both  the  benefit  and  cost  streams  of  annual  data  extending  to 
year  2000  to  a  present  value  and  summed  these.   A  benefit-cost  ratio  was 
thus  obtained  for  evaluating  the  impact  of  the  offshore  oil  terminal.   In 
addition,  costs  incurred  by  state  and  local  governments  were  compared  to 
tax  revenues  expected  to  accrue  from  development  stimulated  by  an  offshore 
oil  terminal. 

With  the  exception  of  some  escalation  built  into  costs  of  the  offshore 
terminal  and  related  facilities,  all  benefits  and  costs  were  stated  in  1973 
dollars.   The  impact  of  inflation,  if  it  were  considered  for  all  items, 
would  be  to  enlarge  benefits  more  than  costs  for  future  years. 
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II   SUMMARY  AND  CONCLUSIONS 

Two  principal  conclusions  were  reached  as  a  result  of  this  evaluation  of 
the  economic  impact  of  an  offshore  oil  terminal:   (1)  the  benefits  of  the 
terminal — in  the  form  of  increased  employment  and  earnings  and  in  trans- 
portation cost  savings  for  Louisiana — would  exceed  costs  fivefold;  and 
(2)  an  offshore  oil  port  is  urgently  required  because  of  a  rapidly  growing 
need  for  imported  crude  oil  in  Louisiana  and  in  the  Midwest. 

This  study  found  that  if  the  offshore  terminal  is  in  operation  by 
1977,  13,A00  new  jobs  will  have  been  created  by  1980  in  petroleum  refining, 
petrochemicals,  and  construction.   Another  21,970  jobs  will  have  been 
added  in  other  industries.   In  later  years,  employment  gains  would  be 
larger,  as  shown  below. 

1980        1990         2000 

New  jobs  directly 
created  in  refining, 
petrochemicals  and 
construction  13,400       18,300       36,200 

Induced  employment 
gains  in  other 
industries  21.970       39,720        76,170 

Total  35,070       58,020       112,370 

Translated  into  increased  earnings  for  Louisiana  citizens,  this 
economic  expansion  would  cause  the  following  income  gains: 

1980  1990  2000 

Increased  earnings 
in  1973  dollars      $479,966,000    $999,697,000    $2,412,851,000 

Increase  per  worker        $72  $117  $186 
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The  income  impact  would  be  sufficiently  large  that,  on  the  average, 
each  worker  in  Louisiana  would  earn  $72  more  per  year  by  1980.   This  would 
increase  to  $117  by  1990  and  to  $186  by  year  2000. 

In  addition  to  causing  employment  and  income  gains,  the  offshore  oil 
port  would  stimulate  several  billions  of  dollars  in  new  investment  in 
Louisiana.   Conservatively  calculated  in  1973  dollars,  the  following  capital 
spending  is  forecast: 

1973-1980       1981-1990       1991-2000 

Offshore  oil  port 
and  connection 
to  Capline         $   404,000,000   $   240,000,000 

New  refining 
capacity  889,600,000    1,256,000,000   $1,259,200,000 

Petrochemical  ,,,  „„„  „ 

plants  336.000,000      611.200.000    1,094,400.000 

Total        $1,629,600,000   $2,107,200,000   $2,353,600,000 

Refining  capacity  in  Louisiana  is  expected  to  rise  from  1,568  to 
3,949  thousand  barrels  per  day  between  1975  and  year  2000.   The  following 
average  annual  growth  rates  are  forecasted: 

1972-1975  1.9% 

1976-1980  6.3% 

1981-1985  4.0% 

1986-1990  3.2% 

1991-2000  2.6% 

This  projected  expansion  for  refining  capacity  was  found  to  be 
necessary  to  meet  growing  petroleum  requirements  in  Midwest  and  East  Coast 
markets.   The  dependency  of  these  areas  on  petroleum  products  from  Louisiana 
refineries  will  continue  to  grow,  although  refining  capacity  in  these  areas 
is  also  projected  to  expand.   In  the  Midwest,  refining  capacity  is  forecast 
to  increase  at  the  same  rate  as  the  regional  demand  for  petroleum.   In 
eastern  states,  refining  capacity  is  forecast  to  increase  more  rapidly 
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than  demand,  but  these  states  remain  far  short  of  being  able  to  supply  their 
own  requirements.   Some  restrictions  on  importing  refined  products  were 
assumed  to  prevail  in  the  future. 

This  study  found  that,  without  an  offshore  oil  terminal,  emplojnnent 
in  refining  and  petrochemicals  would  decline  or  stagnate.   Just  as  it  is 
true  that  an  offshore  oil  port  would  stimulate  employment  growth  in 
Louisiana,  it  is  also  true  that  a  cessation  of  growth  in  refining  and 
petrochemicals  would  exert  a  depressing  Influence  on  the  Louisiana  economy. 

No  present  jobs  would  be  cancelled  or  replaced  because  of  an  offshore 
oil  terminal.   The  volume  of  non-petroleum  products  moving  across  Louisiana 
docks  would  continue  to  grow.   The  movement  of  refined  petroleum  products 
from  Louisiana  to  the  Midwest  and  to  the  East  Coast  by  water  would  grow 
only   if  an  offshore  oil  port  is  constructed.   This  movement  requires  an 
increased  supply  of  crude  oil  for  Louisiana  refineries,  which  would  be  made 
possible  by  an  offshore  oil  port. 

Transportation  cost  savings  (at  $1.A0  per  long-ton)  that  can  be 
realized  from  the  use  of  an  offshore  oil  port  are  large: 

Throughput  Volume  1980         1990         2000 

Total 

In  thousands  of  long-tons 

per  year  131,678      234,965      364,589 

In  thousands  of  barrels 

per  day  2,565        4,577        7,102 

To  Louisiana  Refineries 

In  thousands  of  long-tons 
per  year 

In  thousands  of  barrels 
per  day 

Total  Transportation  Cost 
Savings  (000) 

To  Louisiana  (000) 


49,950 

100,927 

152,879 

973 

1,966 

2,978 

$184,343 

$328,942 

$510,410 

$  69,928 

$141,293 

$214,024 
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Only  transportation  costs  savings  on  crude  used  in  Louisiana 
refineries  were  counted  as  a  benefit  for  Louisiana  in  this  study,  although 
they  are  less  than  half  of  total  transport  benefits  accruing.   Transpor- 
tation benefits  shown  for  Louisiana  assume  a  slow  decline  in  crude  oil 
production  in  the  state.   If  crude  output  remains  level,  requirements 
for  imported  crude  and  transportation  cost  savings  would  be  reduced  by 
approximately  30  percent. 

To  summarize  the  impact  of  an  offshore  oil  terminal  on  the  economy 
of  Louisiana,  a  benefit-cost  analysis  was  conducted.   Costs  inserted  into 
the  benefit-cost  calculation  include  all  initial  capital  costs  associated 
with  the  offshore  oil  port,  the  shoreside  terminal,  and  the  pipeline 
connection  to  St.  James  Parish.   Indeed,  these  were  inserted  again  after 
1985  to  accommodate  the  forecasted  growth  in  throughput.   Operating  costs 
applicable  to  crude  destined  for  Louisiana  refineries  was  also  entered  in 
the  cost  ledger.   The  final  cost  items  considered  consist  of  capital  and 
operating  costs  borne  by  state  and  local  governments.   These  costs  are 
incurred  in  the  provision  of  public  services  for  the  population  growth 
accompanying  the  projected  expansion  in  employment. 

After  considering  all  benefits  and  the  cost  items  noted  for  every 
year  until  year  2000,  the  project  team  found  that  the  present  value  of  the 
benefit  streams  outweighed  those  for  costs  5.36  cu  1.   It  can  be  concluded 
that  if  costs  are  viewed  as  an  "investment,"  benefits  to  Louisiana  are 
more  than  five  times  larger. 

Another  benefit-cost  ratio  was  calculated  with  the  assumption  that 
requirements  for  imported  crude  oil  would  be  reduced  by  a  leveling,  rather 
than  a  decline,  in  the  output  of  domestic  Louisiana  crude.   In  this  instance, 
employment  and  income  expansion  attributable  to  an  offshore  oil  terminal 
and  transport  cost  savings  were  reduced,  as  were  cost  items.   It  was  found 
that  a  benefit-cost  ratio  of  4.47  to  1  resulted. 

The  offshore  oil  port  was  also  viewed  entirely  from  the  vantage  point 
of  state  and  local  governments  in  Louisiana.   It  was  found  that  for  every 
dollar  required  to  provide  public  services  (such  as  roads,  schools,  waste 
treatment  facilities,  police  and  fire  protection,  and  other  services) 
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total  tax  revenues  of  $1.09  could  be  anticipated.   The  benefit-cost  ratio 
in  present  value  terms  was  1.09  to  1. 
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III   ANALYSIS  OF  PETROLEUM  DEMAND  AND  SUPPLY  BALANCLS 

Introduction 

The  rapid  increase  in  U.S.  energy  requirements  during  the  past  two 
decades  has  focused  widespread  attention  on  the  specter  of  a  national 
energy  crisis.   Awareness  of  the  problem  first  developed  during  the 
1955-1960  period,  when  energy  usage  in  the  United  States  increased  at  an 
average  annual  rate  of  2.3  percent,  and  became  even  more  pronounced 
during  the  next  decade,  when  the  average  annual  increase  rose  to  3.6 
percent  (1961-1965)  and  then  to  4.8  percent  (1966-1970).   Projections 
now  indicate  that  within  the  near  future  the  gross  consumption  of  energy 
in  the  United  States  will  far  exceed  domestic  supplies. 

Four  recent  estimates  of  total  U.S.  energy  requirements  for  selected 
future  years  appear  in  Table  1.   Two  were  made  by  the  U.S.  Department  of 
the  Interior  (USDI) ;  and  two,  by  the  National  Petroleum  Council  (NPC) . 
It  is  evident  that  the  December  1972  projections  by  the  USDI  represent  a 
significant  downward  revision  from  estimates  published  by  the  USDI 
during  January  1972.   Furthermore,  the  most  recent  USDI  forecasts  are 
approximately  six  to  seven  percent  lo>  ei  than  the  "medium"  estimates  of  the 
NPC. 

In  this  chapter,  the  December  1972  set  of  forecai,wS  from  the  USDI 
are  used  as  a  general  guideline  within  which  regional  forecasts  were 
developed.   In  assessing  the  impact  of  an  offshore  oil  port  on  the 
economy  of  Louisiana,  the  project  team  chose  to  begin  with  a  set  of 
conservative  projections. 

The  USDI  forecasts  in  Table  1  are  based  on  a  projection  of  per  capita 
consumption  of  gross  energy  in  the  United  States  (Fig.  I).   (The  gross 
concept  is  employed  by  the  USDI  to  include  conversion  losses  occurring 
in  the  electric  and  synthetic  gas  sectors.)   As  indicated  in  Fig.  I, 
per  capita  energy  consumption  in  the  United  States,  already  the  highest 
in  the  world,  is  expected  to  double  within  the  next  30  years — from 
329.1  million  BTUs  in  1970  to  686.1  million  BTUs  in  the  year  2000. 
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Table  1 


TOTAL  U.S.  ENERGY  REQUIREMENTS  FOR  SELECTED  FUTURE  YEARS 
(In  Quadrillion  BTUs) 


1975 

19S0 

1085 

USDI,  December  1972^ 

80.265 

90.020 

116.630 

USDI,  January  1972^ 

85.612 

— 

133.396 

NPC,  December  1972^ 

Low 

— 

95.700 

112.500 

Medium 

— 

102.600 

124.900 

High 

— 

105.300 

130.000 

NPC,  November  1971^ 

83.A81 

102.581 

124.992 

Sources:   United  States  Energy  Through  the  Year  2000, 

U.S.  Department  of  the  Interior,  December  1972. 

United  States  Energy,   A  Summary  Review, 

U.S.  Department  of  the  Interior,  January  1972. 

U.S.    Energy  Outlock,    National  Petroleum  Council, 
December  1972. 

U.S.    Energy  Outlook,  An  Initial  Appraisal,    1972-1985, 
National  Petroleum  Council,  November  1971. 
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Fig.  I  U.S.  NET  AND  GROSS  ENERGY  INPUTS  PER  CAPITA  (1947-2000) 

(Millions  of  BTUs) 
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The  USDI  projections  of  energy  consumption  by  major  consuming  sector 
are  included  in  Table  2  and  Fig.  II,  and  projections  of  U.S.  energy 
requirements  by  source  of  supply  are  shown  in  Table  3  and  Fig.  III.   The 
former  table  indicates  that  the  largest  overall  increase  in  energy 
consumption  during  the  next  30  years  will  be  in  the  electrical  generation 
sector.   Ultimately,  energy  consumed  in  this  sector  will  be  redistributed 
to  final  users  in  the  household  and  commercial  sector  and  the  industrial 
sector.   The  largest  increase  in  energy  output  during  the  same  period 
will  occur  in  nuclear  power,  which  is  projected  to  increase  1,200  percent 
(Table  3).   During  the  same  period,  energy  output  from  coal  and  petroleum 
is  projected  to  increase  249  percent  and  236  percent,  respectively. 
Throughout  the  period,  petroleum  will  remain  the  single  most  important 
source  of  energy  in  the  United  States,  although  its  contribution  will 
decrease  somewhat — from  44  percent  of  the  total  U.S.  energy  output  in 
1971  to  37  percent  in  the  year  2000. 

As  indicated  in  Table  4,  however,  there  is  some  variance  among  pro- 
jections regarding  future  petroleum  requirements  of  U.S.  consumers. 
Part  of  this  variance  is  due  to  differences  in  the  assumed  level  of  total 
energy  requirements.   The  remainder  is  due  largely  to  differences  in 
assumptions  concerning  the  price  and  availability  of  petroleum  relative 
to  other  sources  of  energy.   For  example,  the  Case  i  "T>C  forecast  of 
December  1972  is  based  on  very  optimistic  assumptions  concerning  supplies 
of  coal,  natural  gas,  and  nuclear  energy,  including  resolution  of 
environmental  controversies,  availability  of  governmental  land  for  energy 
resource  development,  adequate  price  and  tax  incentives,  and  a  high  degree 
of  success  in  locating  undiscovered  resources.   Case  II  is  based  on  less 
optimistic  assumptions  regarding  energy  sources  competing  with  petroleum, 
but  these,  nevertheless,  are  more  favorable  than  factors  presently  influencing 
energy  supplies.   Case  III,  considered  the  most  likely  outcome,  is  based  on 
the  assumption  that  present  policies  and  trends  will  continue.   Case  IV  is 
based  on  the  assumption  that  there  will  be  a  sharp  reduction  in  the  avail- 
ability of  fuels  other  than  petroleum  and  that  the  highest  level  of 
petroleum  imports  will  be  required. 
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Table  2 

CURRENT  AND  PROJECTED  ENERGY  CONSUMPTION  IN  THE  UNITED  STATES 

BY  CONSUMING  SECTOR 
(la  Millions  of  BTUs) 


Sector 

1971* 

1975 

1980 

1985 

2000 

Household  and  Commercial 

14,281 

15,935 

17,500 

18,960 

21,920 

Industrial 

20,294 

22,850 

24,840 

27,520 

39,300 

Transportation 

16,971 

19,070 

22,840 

27,090 

42,610 

Electrical  Generation 

17,443 

22,410 

29,970 

40,390 

80,380 

Synthetic  Gas 

— 

— 

870 

2,670 

7,690 

Total 

68,989 

80,265 

96,020 

116,630 

191,900 

*Actual. 

Source:  United  States  Energy  Through  the  Year  2000,   U.S, 
Department  of  the  Interior,  December  1972. 
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Fig.  II  U.S.  ENERGY  CONSUMPTION  BY  SECTOR  (1971-2000) 
(Quadrillion  BTUs) 


11 


22-635  O  -  73  -  37 


572 


Table  3 

CURRENT  AND  PROJECTED  U.S.  ENERGY  REQUIREMENTS,  BY  SOURCE  OF  ENERGY 

(In  Millions  of  BTUs) 


Energy  Source 

1971* 

1975 

1980 

1985 

2000 

Coal 

12,560 

13,825 

16,140 

21,470 

31,360 

Petroleum 

30,492 

35,090 

42,190 

50,700 

71,380 

Natural  Gas 

22,734 

25,220 

26,980 

28,390 

33,980 

Nuclear  Power 

405 

2,560 

6,720 

11,750 

49,230 

Hydropower 

2,798 

3,570 

3,990 

4,320 

5,950 

Total 

68,989 

80,265 

96,020 

116,630 

191,900 

*Actual. 

Source:  United  States  Energy  Through  the  Year  2000,   U.S. 
Department  of  the  Interior,  December  1972. 
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Table  4 

U.S.  DEMAND  FOR  PETROLEUM  IN  1971  AND  SELECTED  FIXTURE  YEARS 
(  In  Millions  of  Barries  a  Day) 


1971 

1975 

1980 

1985 

2000 

USDI,  December  1972^ 

15.1 

17. A 

20.9 

25.0 

35.6 

USDI,  January  1972^ 

— 

17.9 

— 

23.6 

32.8 

NPC,  December  1972^ 

Case  I 

— 

17. A 

19.6 

20.5 

— 

Case  II 

— 

17.6 

20.5 

23.1 

— 

Case  III 

— 

18.3 

22.3 

25.8 

— 

Case  IV 

— 

19.3 

25.3 

29.7 

— 

NPC,  November  19 7l'' 

— 

18.3 

22.3 

26.0 

— 

Sources: 


United  States  Energy  Through  the  Year  2000. 
U.S.  Department  of  the  Interior,  December  1972. 

United  States  Energy,   A  Summary  Review, 

U.S.  Department  of  the  Interior,  January  1972. 

'U.S.    Energy  Outlook,   National  Petroleum  Council, 
December  1972. 
i 

U.S.   Energy  Outlook,   An  ^nitial  Appraisal,    1971-1985, 

National  Petroleum  Council,  Novci'ier  1971. 


Development  of  Petroleum  Demand  and  Supply  Balances 

During  the  study,  regional  petroleum  and  supply  balances  were 
developed  for  three  of  the  five  Petroleum  Administration  and  Defense  (PAD) 
Districts  in  the  United  States.   One  of  these  districts  (PAD  I)  includes 
16  East  Coast  states  from  Maine  to  Florida;  the  second  (PAD  II)  includes 
15  mid-continent  states;  and  the  third  (PAD  III)  includes  the  six  Gulf 
coast  states  of  New  Mexico,  Texas,  Arkansas,  Louisiana,  Mississippi,  and 
Alabama.   Balances  for  these  three  districts  were  based  on  regional  demand 
projections  published  in  the  NPC  study  of  November  1971.  The  three 
regional  demand  forecasts,  in  turn,  were  modified  to  conform  to  the  total 
U.S.  petroleum  demand  requirements  published  by  the  USDI  in  December  1972. 
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In  general,  these  regional  supply  and  demand  balances  were  developed 
to  establish  the  current  and  future  reliance  of  the  mid-continent  states 
(PAD  II)  and  the  East  Coast  states  (PAD  I)  on  Gulf  coast  (PAD  III) 
suppliers  of  petroleum.   Specifically,  these  balances  were  developed  to 
determine: 

1.  Current  volume  of  crude  oil  and  refined  petroleum 
products  moving  from  PAD  III  to  PAD  I  and  II 

2.  Future  volume  of  crude  oil  and  refined  petroleum 
moving  from  PAD  III  to  PAD  I  and  II 

3.  Projected  throughput  volume  of  imported  crude 
through  a  Louisiana  offshore  oil  terminal 

The  first  step  in  constructing  the  balances  was  to  determine  regional 
demand,  and  the  second  step  was  to  determine  the  origin  of  crude  and 
refined  products  moving  into  each  district  from  other  districts. 
Petroleum  demand  growth  rates  for  the  three  PAD  districts  are  included 
in  Table  5.   The  upper  portion  of  the  table  shows  the  annual  growth  rates 
implied  by  the  November  1971  NPC  forecasts,  and  the  lower  portion  indicates 
the  modified  growth  rates,  which  were  used  in  constructing  the  demand  and 
supply  balances  included  in  this  study.   The  original  NPC  forecasts  were 
reduced  using  USDI  estimates  for  the  1971-1975  and  1976-1980  periods,  since 
data  from  the  Bureau  of  Mines  (USDI)  indicated  tuat  petroleum  demand  was 
not  increasing  as  rapidly  as  projected  by  NPC.   For  the  1971-1975  period, 
the  reductions  range  from  two-tenths  to  six-tenths  of  a  percentage  point 
for  the  three  districts.   The  USDI  forecasted  annual  growth  rate  for  the 
United  States,  however,  is  only  three-fourths  as  large  as  the  NPC  figure 
(3.4  percent,  compared  to  4.5  percent).   For  the  1976-1980  period,  the 
adjustment  lowered  the  NPC  annual  growth  rates  by  .2  percent,  in  line  with 
the  difference  between  the  USDI  and  NPC  forecasted  annual  growth  rates  for 
the  entire  nation.   The  NPC  forecasts  were  not  altered  for  the  1981-1985 
period;  and  after  1985,  the  USDI  national  growth  rate  of  2.4  percent  per 
year  was  used  for  all  PAD  districts. 
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Table  5 

AVERAGE  ANNUAL  PERCENTAGE  GROWTH  IN  PETROLEUM  DEMAND  FOR  THE 
UNITED  STATES  AND  PAD  DISTRICTS  I,  II,  AND  III 


PAD 

District 

Actual 

NPC  Projection^ 

1965-1970 

1971-1975 

1976-1980 

1981-1985 

1986-1990 

I 

5.5 

4.9 

3.8 

2.7 



11 

A. 4 

3.9 

3.8 

2.8 

— 

III 

5.5 

4.6 

4.3 

3.6 

— 

U.S. 

5.0 

4.5 

4.0 

3.1 

— 

Modified  Projection 

1965-1970 

1971-1975 

1976-1980 

1981-1985 

1986-2000 

I 

— 

4.5 

3.6 

2.7 

2.4 

II 

— 

3.7 

3.6 

2.8 

2.4 

III 

— 

4.0 

4.0 

3.6 

2.4 

U.S. 

— 

3.4 

3.8 

3.7 

2.4 

November  1971. 

Based  on  USDI  December  1972  forecast  for  the  United  States. 

The  projected  annual  growth  in  refining  capacity  for  each  of  the 
three  PAD  districts  and  for  Louisiana  is  shown  in  Table  6.   These  data 
indicate  that  PAD  District  III  has  the  largest  refining  capacity  for 
each  of  the  years  1970  to  2000,  and  that,  by  the  year  2000,  this  capacity 
will  have  increased  to  13,162  thousand  barrels  a  day,  a  173  percent 
increase  over  the  1970  figure  of  4,825.8.   On  an  annual  basis,  the 
largest  increases  for  PAD  III  are  projected  to  occur  during  the  years 
1976-1980  (5.8  percent)  and  1981-1985  (3.5  percent).   Prior  to  1975, 
however,  PAD  III  capacity  is  projected  to  increase  only  1.9  percent 
annually,  in  contrast  to  4.0  percent  for  PAD  II  and  4.4  percent  for  PAD  I, 
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Like  PAD  III,  PADs  I  and  II  will  experience  substantial  increases 
in  refining  capacity  to  the  year  2000,  although  at  a  lesser  absolute 
amount  overall.   Annual  percentage  growth  rates  for  PAD  II  remain  fairly 
constant  throughout  the  period,  but  the  annual  rates  for  PAD  I  jump 
dramatically  during  the  years  1976-1980  (10.4  percent)  and  1981-1985 
(7.0  percent) . 

A  detailed  discussion  of  the  actual  and  projected  demand  and  supply 
of  petroleum  for  PAD  districts  I,  II,  and  III  and  for  Louisiana  is 
presented  on  the  following  pages  in  both  narrative  and  graphic  form. 

PAD  I 

The  actual  and  projected  demand  and  supply  of  petroleum  for  PAD  I 
is  shown  in  Table  7.   As  indicated,  the  demand  for  petroleum  in  the 
district  will  more  than  double  between  1970  and  2000.   In  1970,  the 
primary  sources  of  crude  in  the  district  were  PAD  III  and  imports.   Only 
a  very  small  amount  was  produced  in  District  I  for  use  in  District  I, 
and  this  amount  is  projected  to  become  even  smaller  in  the  future. 
Shipments  of  crude  into  District  I  from  PAD  III  are  similarly  projected 
to  decrease  steadily  through  time,  from  651  thousand  barrels  a  day  in 
1970  to  300  in  the  year  2000.   Imported  crude,  on  the  other  hand,  will 
increase  substantially  in  the  future — from  579  thousand  barrels  a  day  in 
1970  to  4,952  thousand  barrels  a  day  in  2000. 

Data  on  crude  runs  is  based  on  the  refining  capacity  expansion 
shown  previously  in  Table  6  for  PAD  I.   Beginning  in  1975,  crude  runs 
are  assumed  to  represent  92  percent  of  refining  capacity. 

According  to  a  December  1972  USDI  publication  entitled  Trends  in 
Capacity  Utilization,    1,070  thousand  barrels  per  day  of  additional 
refining  capacity  were  scheduled  for  PAD  I  at  the  beginning  of  1973. 
This  was  94  percent  of  all  expansions  under  consideration  at  the  time. 
Although  the  USDI  estimate  includes  projects  currently  blocked  by 
environmental  considerations,  the  data  demonstrated  industry  interest 
as  well  as  PAD  I  requirements  for  new  refining  capacity.   Currently  the 
East  Coast  accounts  for  more  than  40  percent  of  the  U.S.  petroleum 
demand,  but  has  less  than  12  percent  of  the  U.S.  refining  capacity. 
(Fig.  IV  indicates  projected  petroleum  demand  and  refining  capacity  for 
the  years  1980,  1990,  and  2000  in  PAD  districts  I,  II,  and  III.) 
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2000 


Fig.  IV  PROJECTED  REFINING  CAPACITY  AND  PETROLEUM  DEMAND  FOR 
PAD  DISTRICTS  I,  II,  AND  III  (1980,  1990,  AND  2000) 
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By  implication,  the  demand  and  supply  balance  developed  for  PAD  I 
means  that  the  East  Coast  will  require  an  offshore  oil  terminal  capable 
of  receiving  crude  from  very  large  crude  carriers  (VLCCs) .   This 
assumption  is  based  on  the  large  volume  of  crude  imports  and  on  the  fact 
that  product  imports  are  expected  to  consist  principally  of  residual 
fuel  oil,  as  is  presently  the  case. 

Sources  of  refined  products  for  PAD  I  shown  in  Table  7  include  the 
district's  own  refinery  output,  including  the  adjustment  for  refinery 
output  in  excess  of  crude  runs.   Upon  advice  of  oil  industry  personnel 
interviewed,  receipts  of  refined  products  moving  from  PAD  III  to  PAD  I 
were  allowed  to  grow.   By  2000,  this  volume  is  approximately  double  the 
1971  level.   It  is  assumed  that  most  of  this  increase  will  move  by  pipe- 
line, with  an  expansion  of  both  the  Colonial  and  the  Plantation  product 
pipelines  running  from  PAD  III  to  PAD  II.   It  will  be  noted  later, 
however,  that  coastline  movements  of  refined  products  from  the  Gulf  coast 
to  the  East  Coast  are  sizable. 

It  should  be  kept  in  mind  that  Table  7  envisions  no  great  change  in 
present  import  policies  that  restrict  or  discourage  imports  of  refined 
products  other  than  residual  fuel  oil.   If  import  restrictions  were  to 
be  removed,  it  is  expected  that  the  movement  of  refined  products  from 
PAD  III  would  diminish  over  time,  and  imported  refined  products  would 
show  large  growth.   In  effect,  the  result  would  be  the  much  discussed 
"export"  of  refining  capacity  to  Caribbean  locations. 

PAD  II 

Table  8  indicates  the  demand  and  supply  balance  for  PAD  District  II. 
Demand  during  the  period  1970  to  2000  is  projected  to  more  than  double — 
from  4,009  thousand  barrels  a  day  to  9,270.   During  this  period,  however, 
the  amount  of  crude  produced  in  District  II  for  use  in  the  district  and 
shipments  of  domestic  crude  from  PAD  III  are  both  projected  to  decline 
steadily.   The  tapered  reduction  in  shipments  from  PAD  III  is  the  result, 
primarily,  of  an  expected  overall  downward  trend  in  District  III  production 
of  crude  petroleum  (Fig.  V).   It  was  assumed  that  future  supplies  of  low- 
sulphur  crude  produced  in  PAD  III  would  be  shared  proportionately  with 
other  regions,  as  is  now  the  case. 
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The  decline  in  supplies  from  districts  II  and  III  will  be  offset 
by  a  large  increase  in  total  receipts  of  imported  crude  from  Canada  and 
other  countries.   In  1970,  for  example,  imports  into  PAD  II  accounted 
for  only  310  thousand  barrels  a  day,  but  by  the  year  2000,  this  figure 
will  have  increased  to  5,397  thousand  barrels  a  day,  of  which  1,820  will 
come  from  Canada.   [The  District  II  share  of  imported  Canadian  crude  was 
permitted  to  increase,  since  it  was  assumed  that  requirements  for  the 
west  coast  (PAD  V)  and  mountain  states  (PAD  IV)  would  be  met  principally 
by  Alaskan  crude.   This  assumption  left  an  increasing  percentage  of 
Canadian  crude  available  for  PAD  II,  as  shown  in  Table  9.] 

Table  9 

PROJECTED  CRUDE  IMPORTS  FROM  CANADA  AND  THE  SHARE  MOVING  TO  PAD  II 
(In  Thousands  of  Barrels  Per  Day) 


1970 

1971 

1975 

1980 

1985 

1990 

2000 

NPC,  December  1972 

— 

— 

1,300 

1,920 

2,750 

— 

— 

Adjusted  Estimate 

766 

— 

1,300 

1,775 

2,000 

2,200 

2,600 

Percent  to  PAD  II 

41 

— 

38 

45 

55 

65 

70 

Volume  to  PAD  II 

317 

376 

500 

800 

1,100 

1,430 

1,820 

Source:   H.J.  Kaiser  Company  and  Gulf  South  Research  Institute 

Crude  runs  shown  previously  in  Table  8  for  PAD  II  are  assumed  to  be 
92  percent  of  projected  refining  capacity  beginning  in  1975.   Refining 
capacity  in  PAD  II,  in  turn,  has  been  projected  to  increase  at  the  same 
rate  as  petroleum  requirements  in  PAD  II.   On  the  one  hand,  this  means 
that  PAD  II  will  become  no  more  self-reliant  in  terms  of  refined  products 
than  is  currently  the  case.   On  the  other  hand,  it  means  that  refining 
capacity  is  not  assumed  to  be  "exported"  to  other  PAD  districts. 
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With  total  crude  requirements  (crude  runs)  determining  refining 
capacity,  imports  from  other  than  Canada  were  viewed  as  a  residual 
balancing  item.   These  would  mainly  be  imports  via  the  Capline  running 
from  St.  James,  Louisiana,  to  Illinois.   In  1977  (the  first  full  year 
for  operating  the  Louisiana  offshore  oil  terminal) ,  all  "other  imports" 
shown  in  Table  8  would  move  through  that  terminal. 

The  sources  of  refined  products  in  PAD  II  include  that  amount 
originating  in  PAD  II,  which  is  equal  to  crude  runs.   An  "adjustment 
factor"  allows  refinery  output  to  reflect  approximately  a  3.5  percent 
gain  during  refinery  operations,  as  well  as  changes  in  stocks  and  other 
balancing  items.   Shipments  of  refined  products  into  PAD  II  from  the 
Gulf  coast  region  (PAD  III)  are  projected  to  grow  moderately,  with  most 
of  this  growth  accounted  for  by  pipeline  from  Texas.   A  moderate  growth 
is  also  forecast  for  imports  from  Canada,  and  these  imports  are  expected 
to  consist  of  natural  gas  liquids  and  residual  fuel  oil.   The  total  of 
all  available  refined  products  is  assumed  to  represent  total  supply  and 
is  equal  to  demand  or  PAD  II  requirements.   A  minor  movement  of  refined 
products  out  of  PAD  II,  including  some  to  PAD  III,  has  been  omitted. 

PAD  III 

The  balance  sheet  of  petroleum  supply  and  demand  for  PAD  III 
(Table  10)  is,  in  many  respects,  significantly  more  complex  than  those 
for  PADs  I  and  II.  As  stated  previously,  the  District  III  balance  is 
integrally  related  to  requirements  of  both  crude  and  refined  products  in 
the  other  two  districts. 

The  methodology  used  to  develop  the  PAD  III  balance  differs  from 
that  described  previously.   In  this  case,  the  project  team  began  with 
the  supply  of  crude  produced  in  PAD  III.  As  shown  previously  in  Fig.  IV, 
production  of  crude  in  District  III  is  assumed  to  decline  by  about 
one-third  by  the  year  2000.   This  decline  matches  the  reduction  forecast 
by  the  NPC  in  December  1972,  after  omission  of  natural  gas  liquids,  and 
it  also  follows  the  recommendation  of  confidential  industry  sources. 
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It  was  noted  earlier  that  supplies  of  PAD  III  crude  are  assumed  to 
be  shared  with  other  districts;  therefore  movements  of  crude  shown 
earlier  In  demand  and  supply  balances  for  FADs  I  and  II  reappear  in 
Table  10. 

It  is  important  to  note  that  refinery  expansion  in  PAD  III  is 
assumed  to  be  slight  until  after  1975,  at  which  time  a  spurt  is  forecast 
to  occur  (Table  6) .   It  is  reasoned  that  this  will  result  from  construc- 
tion of  two  offshore  oil  terminals — one  in  Louisiana  and  one  in  Texas. 
It  is  also  reasoned  that  refining  capacity  in  PAD  III  would  have  to  grow 
more  rapidly  than  PAD  III  demand  to  reflect  the  decreased  availability 
of  natural  gas  liquids.   Currently,  these  are  added  to  refinery  output 
at  Gulf  coast  refineries  and  account  largely  for  the  "expansion  factor" 
shown  in  Table  10.   Expansion  from  addition  of  these  liquids  now  amount 
to  about  25  percent  of  refinery  output.   By  the  year  2000,  they  are 
expected  to  provide  about  five  percent  of  the  total  refinery  output. 

In  Table  10,  the  balancing  item  among  sources  of  crude  to  supply 
required  crude  runs  is  "imports."   It  can  be  seen  that  in  1975  imported 
crude  will  exceed  one  million  barrels  per  day.   After  1976,  this  require- 
ment will  be  met  by  use  of  offshore  oil  terminals  in  Texas  and  Louisiana. 

The  supply  of  refined  products  appearing  in  Table  10  consists  of 
crude  runs,  plus  the  expansion  factor.   District  III  demand  was  projected 
as  shown  previously  in  Table  5,  and  is  generally  expected  to  grow  at  a 
more  rapid  rate  than  for  the  United  States  as  a  whole.  This  results 
from  the  assumption  of  a  faster  rate  of  economic  growth  in  the  Gulf  coast 
area,  as  well  as  the  substitution  of  petroleum  for  natural  gas  in  the 
petrochemical  industry  and  as  a  source  of  fuel  at  power-generating  plants 
and  at  refineries  themselves. 

The  disposition  of  refined  products  to  PADs  I  and  II  shown  in 
Table  10  was  discussed  previously  in  connection  with  the  demand  and 
supply  balances  struck  for  those  districts. 
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Louisiana 


Table  11  contains  the  balance  sheet  of  the  demand  and  supply  of 
petroleum  for  the  state  of  Louisiana.   Using  the  methodology  followed 
for  PAD  III,  the  project  team  first  specified  the  anticipated  trend  of 
crude  oil  (and  lease  condensate)  for  Louisiana.   As  indicated  previously 
in  Fig.  IV,  production  of  crude  in  Louisiana  is  expected  to  have  peaked 
before  1975  and  to  taper  dovmward  at  an  average  annual  rate  of  about 
1.9  percent.   Later,  in  the  discussion  relating  to  the  range  of  through- 
put volumes  for  the  Louisiana  offshore  oil  port,  an  evaluation  is  made 
of  the  implication  of  a  leveling,  rather  than  a  decline  in  crude  output 
in  the  state. 

The  project  team  then  considered  the  likely  course  of  refinery 
growth  in  Louisiana,  bearing  a  number  of  factors  in  mind.  Historically, 
refining  capacity  has  tended  to  locate  "where  the  crude  is."  A  correla- 
tion analysis  between  refining  capacity  and  crude  oil  production  for 
Louisiana  revealed  that  the  coefficient  of  correlation  was  .89.   In 
essence,  it  could  be  said  that  89  percent  of  the  past  growth  in  refining 
capacity  in  the  state  can  be  explained  by  the  fact  that  crude  oil 
production  was  expanding. 

An  offshore  oil  port  is  expected  to  exert  a  continuing,  stimulating 
influence  on  refining  capacity  in  Louisiana.   Industry  spokesman  report 
that  there  are  two  principal  reasons  why  refining  capacity  will  continue 
to  grow  in  areas  where  it  is  now  located.   First,  environmental  considera- 
tions block  refineries  from  locating  in  areas  where  none  now  exists. 
Second,  existing  pipeline  infrastructure  connecting  to  product  pipelines, 
to  petrochemical  plants,  to  storage  and  shipping  terminals,  and  to  other 
refineries  can  be  found  only  where  refineries  are  already  located. 
Large  amounts  of  capital  are  invested  in  these  networks,  and  they  are 
a  vital  factor  in  attracting  new  refining  capacity. 
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It  can  be  observed  from  Fig.  VI  (and  Table  6)  that  refining  capacity 
in  Louisiana  is  assumed  to  grow  at  annual  rates  of  one-half  of  one  percent 
higher  than  the  growth  rate  for  total  capacity  in  PAD  III.   This  occurs 
because  refining  capacity  in  Arkansas,  New  Mexico,  and  Alabama  is  assumed 
not  to  be  stimulated  by  the  construction  of  offshore  oil  terminals  in 
Texas  and  Louisiana.   The  Louisiana  share  of  total  PAD  III  refining 
capacity  is  expected  to  increase  from  about  26  percent  in  1973  to 
30  percent  by  the  year  2000. 

The  capacity  growth  line  pictures  in  Fig.  V  were  used  to  develop 
crude  runs  at  92  percent  of  that  capacity,  as  shown  in  Table  11. 
Shipments  of  crude  to  PADs  I  and  II,  and  the  net  movement  from  Louisiana 
to  other  PAD  III  states  declines  slowly,  but  in  proportion  to  the 
expected  reduction  in  Louisiana  crude  oil  production. 

The  supply  of  refined  products  actually  rises  less  rapidly  than 
total  refining  capacity  because  of  the  reduced  availability  of  natural 
gas  liquids.   These  are  blended  directly  into  gasoline.   Because  of  the 
expected  reduced  availability  of  natural  gas  liquids,  the  "expansion 
factor"  drops  from  31  percent  in  1970  to  less  than  five  percent  by  year 
2000. 

The  most  difficult  portion  of  the  demand  and  supply  balance  to 
construct  concerns  the  movement  of  refined  products  from  Louisiana  to 
PADs  I  and  II.   The  Bureau  of  Mines  of  the  USDI  publishes  annual  data 
for  the  movement  of  refined  products  from  the  PAD  III  coastwise  and  by 
pipeline  to  PAD  I.   The  Bureau  also  publishes  data  for  refined  products 
moving  by  pipelines  and  via  the  Mississippi  River  to  PAD  II.  There  is 
also  a  small  river  movement  to  PAD  I.   Beginning  with  these  data,  it  was 
necessary  to  estimate  what  portion  of  PAD  III  total  water  movement  could 
have  originated  in  Louisiana.   Data  from  the  U.S.  Army  Corps  of  Engineers, 
reported  in  short-tons  per  year,  was  studied  to  determine  origin  ports. 
Movements  of  individual  refined  products  were  traced  through  successive 
portions  of  inland  and  intracoastal  waterways  to  determine  final 
destinations.   The  results  of  this  study  permitted  assignment  of  volumes 
to  individual  PAD  III  states  for  products  carried  by  water. 
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There  Is  no  pipeline  movement  of  refined  products  from  Louisiana  to 
P  D  II  at  the  present  time,  so  all  was  assigned  to  other  PAD  III  states. 
Pipeline  movement  of  products  from  PAD  III  to  PAD  I  via  the  Colonial 
and  Plantation  pipelines  was  eventually  allocated  to  PAD  HI  states  on 
the  basis  of  refining  capacity  (tables  11  and  12) .   It  was  found  that  a 
percentage  allocation  by  this  manner  differed  very  little  from  an  alloca- 
tion based  on  pipeline  capacity  originating  by  state. 

This  procedure  established  the  volume  of  refined  products  moving 
froD.  Louisiana  to  PADs  I  and  II  and  enabled  completion  of  a  petroleum 
supply  end  demand  balance  for  Louisiana.   The  movement  of  refined 
products  to  PAD  II  from  Louisiana  increases  but  remains  relatively  small, 
as  shown  previously  in  Table  11.   It  is  assumed  that  this  remains 
a  barge  movement  in  future  years.   The  Louisiana  share  of  PAD  III  refined 
products  moving  to  PAD  II  is  assumed  to  Increase  from  a  present  level  of 
25  percent  to  approximately  29  percent  by  year  2000,  reflecting  the 
relative  gain  expected  for  Louisiana  refining  capacity  compared  to  total 
refining  capacity  in  PAD  III. 

Projections  of  Throughput  Volumes  for  the  Offshore  Oil  Terminal 

The  demand  and  supply  balances  for  PADs  I,  II,  and  III,  and  for  Louisiana 
were  used  to  estimate  the  throughput  volume  for  the  proposed  Louisiana 
offshore  oil  terminal.   The  three  principal  requirements  determining 
throughput  volumes  are: 

1.  Imported  crude  required  in  PAD  II 

2.  Imported  crude  required  in  Louisiana 

3.  Imported  crude  required  in  Mississippi 

Table  14  contains  estimates  of  throughput  volume,  largely  derived 
from  the  demand/supply  balances.   These  medium  estimates  include  the 
imported  crude  required  by  PAD  III,  the  requirement  of  Louisiana  and  a 
volume  assiimed  needed  and  sent  to  Mississippi.   The  latter  is  assumed 
to  range  from  11  percent  of  requirements  in  Louisiana  in  1976  to 
15  percent  by  year  2000.   Inclusion  of  the  Mississippi  requirement  yields 
a  medium  estimate  for  1980  of  2,565  thousand  barrels  a  day  by  1980  and 
3,598  by  1985.   By  year  2000,  the  volume  is  expected  to  increase  to 
7,102  thousand  barrels  a  day. 
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The  low  estimate  was  determined  by  altering  the  projection  for  crude 
oil  production  in  Louisiana.   If  crude  output  is  assumed  to  remain  at 
current  levels,  the  medium  estimate  is  reduced  as  indicated  in  Table  lA 
to  obtain  a  low  estimate. 

The  high  estimate  allows  for  variance  in  imported  crude  requirements 
for  PAD  II.   It  was  obtained  by  using  the  November,  1971  NPC  petroleum  demand 
forecast  for  PAD  II.   It,  therefore,  implies  that  refining  capacity  in 
PAD  II  increases  by  the  amount  shown.   This  would  be  difficult  to  achieve. 
Alternatively,  the  added  requirement  could  be  interpreted  to  mean  lower 
than  projected  supplies  of  crude  oil  from  Canada. 

In  summary,  the  data  in  Table  14  demonstrates  clearly  that  an  oil 
port  offshore  from  Louisiana  is  required  as  rapidly  as  it  can  be  completed. 
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IV   IMPACT  OF  AN  OFFSHORE  OIL  TERMINAL  ON  LOUISIANA  EMPLOYMENT 

Introduction 

The  construction  of  a  Louisiana  offshore  oil  port  would  directly 
affect  employment  In  two  goods-producing  sectors:   construction  and 
manufacturing.   Construction  activities  would  Involve  the  oil  port 
itself,  the  on-shore  terminal,  and  the  pipeline  connection  to  the 
Capllne  that  carries  crude  from  Louisiana  to  Illinois.   Construction 
jobs  for  Louisiana  citizens  would  also  be  created  as  a  result  of 
capacity  expansions  in  refining  and  petrochemical  manufacturing 
industries.   These  employment  opportunities  for  construction  workers 
would  be  made  possible  by  added  supplies  of  crude  oil  imported  through 
the  offshore  oil  terminal.   The  impact  upon  manufacturing  would  stem 
from  operation  of  the  added  refining  and  petrochemical  plants.   Direct 
employment  in  the  transportation  Industry  would  also  Increase  as  a 
result  of  operating  the  offshore  oil  terminal  and  related  facilities. 

Direct  employment  changes  in  the  construction  and  manufacturing 
sectors  would,  in  turn,  induce  indirect  employment  effects  in  services, 
government,  and  other  non-goods-producing  industries. 

The  impact  of  the  offshore  oil  terminal  upon  petroleum  refining 
and  petrochemical  production  can  be  measured,  in  part,  by  analyzing 
what  might  occur  should  an  oil  terminal  not   be  constructed  offshore 
from  Louisiana.   Industry  spokesmen  Indicate  that  if  an  oil  terminal 
Is  not  constructed  offshore  from  Louisiana  and  one  is  built  offshore 
from  Texas,  new  refining  capacity  would  not  locate  in  Louisiana  and 
that  some  existing  capacity  would  either  operate  at  less  than  full 
capacity  or  shut  down.   Present  capacity  is  designed  to  handle  "sweet" 
Louisiana  crude  and  would  have  to  be  modified  to  run  high-sulphur 
"sour"  Middle  East  crude.   It  is  estimated  that  production  of  crude 
in  Louisiana  will  decline  at  an  average  annual  rate  of  1.9  percent. 
The  reduction  in  refining  capacity  is  assumed  to  occur  at  less  than 
half  this  rate — .8  of  one  percent  per  year.   Under  this  assumption, 
two  refineries,  each  with  a  capacity  of  150  thousand  barrels  per  day 
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would  stop  operating  in  Louisiana  by  year  2000,  rather  than  incur  the 
cost  of  converting  their  facilities  to  handle  high-sulphur  crude 
imported  at  a  relatively  high  transport  cost.   In  1973  the  cost  of 
converting  one  refinery  of  this  size  from  sweet  to  sour  crude  is 
estimated  to  be  $50  million.   According  to  industry  sources,  this 
is  equal  to  about  one-fifth  the  cost  of  constructing  a  new  refinery 
of  this  size  designed  to  produce  a  maximum  volume  of  gasoline. 

In  spite  of  this  conversion  cost,  it  is  estimated  that  the  policy 
of  sharing  crude  proportionately  with  refineries  outside  Louisiana  will 
require  that  between  400  and  500  thousand  barrels  per  day  of  capacity 
(or  about  one-third  of  that  continuing  to  operate  in  Louisiana)  would  have 
to  be  converted  to  handle  sour  crude  in  the  1975-2000  period.   This 
sour  crude  could  be  received  at  a  deep-draft  terminal  in  Texas  or  a 
Caribbean  port  and  transshipped  to  Louisiana. 

Direct  Employment  Impact 

The  direct  impact  of  a  Louisiana  offshore  oil  terminal  is  discussed 
in  the  following  paragraphs  of  this  chapter,  in  relation  to  petroleum 
refining,  petrochemicals,  construction,  and  the  offshore  terminal 
itself. 

Refining 

Historically,  the  trend  in  employment  in  petroleum  refining  in 
Louisiana  presents  an  interesting  paradox.   It  has  exhibited  a  long-run 
tendency  to  decline,  even  while  refining  capacity  was  expanding; 
that  is,  the  number  of  workers  per  1,000  barrels  of  capacity  per  day 
has  continued  to  decline,  as  indicated  in  the  following  tabulation 
prepared  by  H.  J.  Kaiser  Company  and  GSRI: 


^The  Oil  and  Gas  Joiamal^   April  9,  1973. 
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Employees  Per 
Thousand  Barrels  A  Day 

1961  16.4 

1962  14.9 

1963  13.9 

1964  12.6 

1965  12.1 

1966  10.5 

1967  10.5 

1968  9.5 

1969  8.6 

1970  8.2 

1971  7.9 

1975  4.7 

1976  4.7 
1980  4.2 
1985  3.7 
1990  3.2 
2000  2.5 

There  are  several  reasons  why  this  situation  has  occurred  and  will 
continue  to  occur.   First,  new  refineries  being  built  are  more  highly 
automated  than  the  industry  average  for  existing  plants.   These  new 
refineries  average  from  2.5  to  3.5  employees  per  thousand  barrels 
of  capacity  per  day.   Second,  some  recently  constructed  refineries 
subcontract  maintenance  to  the  engineering  firms  which  design  and 
construct  the  refineries.   Thus,  maintenance  employees  are  tabulated 
in  service  employment  rather  than  in  manufacturing.   Finally,  the 
integration  of  refining  and  petrochemical  manufacturing  makes  it 
difficult  to  separate  one  from  another.   Recently,  a  new  one  billion 
pounds  per  year  ethylene  plant  was  announced  by  the  Shell  Oil  Company 
for  Norco,  Louisiana.   It  will  be  operated  by  "100  refinery  employees." 
For  these  and  other  reasons,  data  relating  to  employment  in  petroleum 
refining  is  probably  understated  and  not  wholly  representative  of 
actual  employment. 
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Table  15  indicates  the  projected  petroleum  refining  capacity  in 
Louisiana,  with  and  without  the  offshore  oil  terminal,  and  tables 
16  and  17  contain  data  relating  to  employment  in  petroleum  refining. 
(Table  16  indicates  the  estimated  net   addition  to  refining  employment 
attributed  to  the  offshore  oil  terminal,  and  Table  17  summarizes 
employment  in  petroleum  refining  in  Louisiana,  with  and  without  an 
offshore  oil  terminal.)   In  summary,  the  offshore  oil  terminal  is 
estimated  to  halt  the  long-run  decline  in  petroleum  refining  employment 
and  ultimately  to  raise  it  to  levels  of  the  early  1960s. 

Table  15 

PROJECTED  PETROLEUM  REFINING  CAPACITY  IN  LOUISIANA  WITH  AND  WITHOUT 

OFFSHORE  OIL  TERMINAL  FOR  SELECTED  FUTURE  YEARS 

(In  Thousands  of  Barrels  Per  Day) 


1972 

1975 

1976 

1980 

1985 

1990 

2000 

With  Offshore 
Oil  Terminal 

.. 

1,568 

1,668 

2,134 

2,606 

3,040 

3,949 

Without  Offshore 
Oil  Terminal 

1,481.6 

1,517 

1,505 

1,456 

1,396 

1,335 

1,214 

Net  Gain 

— 

51 

163 

678 

1,210 

1,705 

2,735 

Note:   The  offshore  oil  terminal  is  assumed  to  begin  operating  in  1976 
but  to  influence  construction  of  new  refining  capacity  before 
that  date. 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute. 
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Table  16 

ESTIMATED  DIRECT  EMPLOYMENT  CHANGE  IN  PETROLEUM  REFINING 
DUE  TO  LOUISIANA  OFFSHORE  OIL  TERMINAL 


1975 

1976 

1980 

1985 

1990 

2000 

Net  Change  in  Refining 
Capacity  Due  to  Off- 
shore Oil  Terminal 

51 

163 

678 

1,210 

1,705 

2,735 

Employees  Per  MB/D  of 
Refining  Capacity 

4.7 

4.7 

4.2 

3.7 

3.2 

2.5 

Employment  Change 

240 

766 

2,848 

4,477 

5,456 

6,837 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 


Table  17 

EMPLOYMENT  IN  PETROLEUM  REFINING  IN  LOUISIANA 
WITH  AND  WITHOUT  AN  OFFSHORE  OIL  TERMINAL 


1980 

1990 

2000 

With  Offshore 
Oil  Terminal 

Without  Offshore 
Oil  Terminal 

12,300 
9,500 

12,800 
8,300 

14,300 
7,500 

Note:   The  "without"  assumption  assumes  a  ratio  of  6.5 
employees  per  MB/D  capacity  in  1980,  and  6,2 
for  1990  and  year  2000. 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 
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Petrochemicals 

Between  1965  and  1971,  6,300  new  jobs  were  recorded  in  chemicals 
in  Louisiana.   The  gain  averaged  1,250  per  year,  with  an  average 
annual  growth  of  6.1  percent.   This  growth,  however,  has  been  based 
on  the  use  of  natural  gas  liquids  for  producing  ethylene  and  propylene, 
the  principal  chemical  intermediate  hydrocarbons.   The  Shell  Oil 
Company  reports  that  88  percent  of  Gulf  coast  ethylene  production  was 
based  on  natural  gas  liquids  in  1970.   The  remaining  12  percent  was 
based  on  heavy  oil  feedstocks,  including  naphtha.   By  1980  significant 
changes  will  occur  in  the  availability  of  raw  materials  for  ethylene 
production.   By  that  time,  50  percent  of  ethylene  produced  in  the 
United  States  will  still  use  natural  gas  liquids  (ethane  and  propane) , 
but  the  remaining  50  percent  will  have  to  use  petroleum-based  feedstocks. 
Between  1970  and  1980,  use  of  heavy  oils  in  production  of  ethylene 
and  propylene  is  expected  to  increase  from  130  million  barrels  per 
day  to  780  million  barrels  per  day  in  the  United  States.   No  new 
petrochemical  plant  utilizing  natural  gas  liquids  will  be  built  in 
Louisiana.   In  addition,  some  existing  plants  will  have  to  convert  to 
heavy  oils  obtained  from  refineries. 

If  there  is  no  offshore  oil  terminal  constructed  for  Louisiana, 
it  is  believed  that  no  additional  growth  in  petrochemical  capacity 
will  occur  in  the  state.   In  coming  years,  petrochemicals  will  locate 
where  refining  capacity  is  expanding,  since  new  refineries  will  be 
designed  to  produce  a  larger  amount  of  petrochemical  feedstocks  than 
is  now  required. 

Tables  18  and  19  show  the  expected  growth  in  the  production  of 
major  petrochemical  intermediates  in  Louisiana  if  the  offshore  oil  terminal 
is  built.  Without  such  a  terminal,  and  with  the  decline  in  refining 
capacity  postulated  above,  it  is  probable  that  future  industry  expansion 
would  occur  entirely  outside  Louisiana. 


2 
It  is  assumed  that  domestic  heavy  oil  feedstocks  will  be  more  economical 

to  use  than  imports  even  if  restrictions  on  imports  are  lifted. 
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Table  18 


PROJECTED  PRODUCTION  OF  INTERMEDIATE  PETROCHEMICALS  IN  LOUISIANA 
ASSUMING  OFFSHORE  OIL  TERMINAL 
(In  Thousands  of  Barrels  a  Day) 


Petrochemical 

1972 

1975 

1980 

1990 

2000 

Ethylene 

5,100 

7,200 

10,800 

19,330 

34,600 

Propylene 

2,910 

3,600 

5,150 

8,800 

15,030 

Benzene 

920 

1,140 

1,638 

2,800 

4,780 

Xylene 

410 

468 

578 

815 

1,150 

Toluene 

625 

712 

884 

1,240 

1,750 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute. 


Table  19 

ANNUAL  GROWTH  RATES  FOR  INTERMEDIATE  PETROCHEMICALS  IN  LOUISIANA 
ASSUMING  OFFSHORE  OIL  TERMINAL 


Petrochemical 

1972-1975 

1976-1980 

1981-2000 

Ethylene 

8.9 

8.5 

6.0 

Propylene 

5.5 

7.5 

5.5 

Benzene 

5.5 

7.5 

5.5 

Xylene 

3.4 

4.3 

3.5 

Toluene 

3.4 

4.3 

3.5 

Source:  H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute. 


Table  20  contains  estimates  of  employment  in  chemical  and  allied 
products  in  Louisiana,  with  and  without  an  offshore  oil  terminal.   The 
"no  offshore  terminal"  assumption  is  based  on  no  growth  in  the  portion  of 
chemical  employment,  either  directly  relative  to  petrochemicals  or  to 
producing  chemicals  for  use  in  refining  petroleum.   However,  an  estimated 
20  percent  of  chemical  emplojrment  is  assumed  to  be  making  products  for 
paper  mills,  metals  industries,  and  other  uses  not  related  to  either 
petrochemicals  or  refining.   This  segment  of  employment  in  chemicals  is 
assumed  to  grow  at  a  rate  of  four  percent  per  year. 
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Table  20 

ESTIMATED  EMPLOYMENT  IN  CHEMICAL  MANUFACTURING  IN  LOUISIANA  WITH  AND  WITHOUT 
AN  OFFSHORE  OIL  PORT  FOR  SELECTED  FUTURE  YEARS 


1970 

1980 

1990 

2000 

With  an  Offshore 

Oil  Terminal 

— 

30,750 

35,700 

51,200 

Without  an  Offshore 

Oil  Terminal 

23,600 

24,200 

25,400 

28,300 

Net  Increase 

— 

6,550 

10,300 

22,900 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 


A  number  of  alternative  ways  were  tested  for  projecting  employment 
in  chemicals.   It  was  finally  observed  that  the  ratio  of  employment  in 
chemicals  to  employment  in  refining  had  held  constant  between  1965  and 
1971  when  both  were  rising  and  that  this  relationship  could  continue 
to  hold  firm.   For  every  job  added  in  refining,  there  have  been  2.3  jobs 
added  in  the  chemical  industry.   This  multiplier  is  assumed  to  hold 
in  future  years,  even  as  the  expansion  of  the  chemical  industry  becomes 
more  dependent  on  the  expansion  of  refining  capacity  than  has  been  true 
in  the  past. 

It  is  believed  that  this  method  of  estimating  the  growth  in  chemical 
employment  is  conservative  on  the  low  side.   As  estimated,  the  average 
annual  increase  in  chemical  employment  directly  related  to  the  offshore 
oil  terminal  is  1.7  percent  from  1980-1990,  and  3.7  percent  thereafter.   i> 
comparison  of  these  rates  with  the  expected  change  in  production  of  key 
petrochemicals  (Table  18)  indicates  they  are  substantially  lower.   It 
should  be  recalled,  however,  that  the  projected  expansion  in  Louisiana 
refining  capacity  exceeds  the  rate  of  expansion  in  PAD  District  III. 
This  assumption  was  made,  and  some  of  the  expected  growth  in  petro- 
chemical intermediate  products  will  be  accounted  for,  by  growth  projected 
for  petroleum  refining. 
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Construction 

The  estimated  number  of  construction  jobs  created  for  Louisiana 
workers  when  the  offshore  terminal  and  shoreside  facilities  are  built  is 
shown  in  Table  21.   Although  initial  construction  is  assumed  to  be 
complete  before  1977,  the  employment  gain  is  calculated  as  if  construction 
extended  over  a  seven-year  period,  at  a  reduced  average  annual  rate. 
The  direct  construction  gain  in  the  1981-1990  period  allows  for  an 
expansion  in  facilities  of  about  60  percent  after  1985  (in  1972  dollars) 
to  accommodate  a  continuing  increase  in  crude  throughput.   Further 
expansion  would  have  to  occur  after  1990,  but  this  employment  impact 
has  not  been  estimated. 


Table  21 

ESTIMATED  CONSTRUCTION  EMPLOYMENT  GAIN  IN  LOUISIANA 
FROM  THE  OFFSHORE  OIL  TERMINAL  AND  PIPELINE  CONNECTION  TO  ST.  JAMES 


Item 

1973-1980 

1981-1990 

Capital  Expenditure  in 

1972  Dollars 

$404,000,000 

$240,000,000 

Labor  Component  at 

60  Percent 

242,400,000 

144,000,000 

Divided  Average  Annual 

Construction  Wage 

at  $14,700  Equals 

Man-Years  Employment 

16,490 

9,796 

Average  Annual  Employment 

2,356 

980 

Average  Annual  Construction 

Employment  Gain  in 

Louisiana 

707 

294 

Source:   Capital  costs  are  based  on  preliminary  estimates 
made  by  LOOP  Inc.,  in  a  confidential  initial 
feasibility  study. 
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Table  22  contains  an  estimate  of  the  direct  employment  gain  from 
construction  of  new  refining  capacity  in  Louisiana.   The  estimate  does 
not   Include  any  employment  gain  occurring  from  conversion  of  existing 
capacity  from  a  "sweet  crude"  capability  to  a  "sour  crude"  capability. 
As  explained  in  Table  22,  a  net  concept  is  utilized  to  allow  for  the 
change  in  refining  capacity  due  to  the  constant  improvement  In  technology 
assumed  to  occur  at  an  overall  rate  of  about  four  percent  in  every  five- 
year  period. 

It  is  apparent  that  the  high  rate  of  expansion  predicted  for 
refining  capacity  in  Louisiana  in  the  1976-1980  period  will  initially 
increase  the  average  number  of  construction  jobs  by  more  than  7,000 
per  year.   Only  30  percent  of  these  are  assumed  filled  by  workers 
living  in  Louisiana. 

A  similar  procedure  was  followed  for  petrochemical  capacity. 
Table  23  presents  this  estimate.   The  data  is  based  on  the  expected 
expansion  of  ethylene  production  only.   It  is  assumed  that  growth  in 
capacity  for  other  major  Intermediates  occurs  either  as  a  by-product 
of  ethylene  expansion  or  from  enlargement  of  refining  capacity.   This 
assumption  very  likely  understates  the  number  of  construction  jobs 
that  would  be  created  by  expansion  in  the  petrochemical  industry,  but 
data  deficiency  prevents  tracing  the  expansion  in  capacity  in  ethylene- 
using  chemical  plants  following  the  Increased  availability  of  ethylene. 

The  Offshore  Oil  Terminal 

According  to  a  confidential  feasibility  study  conducted  by  LOOP  Inc., 
an  offshore  oil  terminal  and  associated  shoreside  facilities  are 
expected  to  employ  315  operating  personnel  initially  before  1977. 
After  1985,  a  small  increase  in  this  number  could  be  expected,  since 
further  expansion  in  offshore  and  shoreside  facilities  would  be  required 
to  accommodate  the  continued  growth  in  crude  oil  throughput. 
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Summary 

Table  24  suiranarizes  the  number  of  employment  opportunities  directly 
created  by  construction  and  operation  of  a  Louisiana  offshore  terminal 
and  shoreline  facilities,  and  the  subsequent  expansion  in  refining  and 
petrochemical  capacity.   As  indicated,  a  total  of  13,400  jobs  in 
Louisiana  can  be  directly  attributed  to  an  offshore  terminal  by  1980. 
By  1990,  the  estimated  direct  employment  increases  reach  18,300,  and 
by  year  2000  the  direct  employment  gain  amounts  to  36,200. 

As  will  be  explained  in  the  next  section  of  this  study,  the  direct 
employment  gains  in  goods-producing  industries  will  be  inserted  into  a 
set  of  employment  projections  for  the  Louisiana  economy.   This  operation 
will  calculate  the  expected  changes  in  employment  in  services,  trans- 
portation, government,  and  other  major  categories  that  indirectly 
will  be  created  because  of  the  presence  of  the  offshore  oil  terminal 
and  the  development  it  spawns. 

Table  24 

ESTIMATED  DIRECT  EMPLOYMENT  GAIN  IN  LOUISIANA 
STEMMING  FROM  AN  OFFSHORE  OIL  TERMINAL 


Item 

1980 

1990 

2000 

Construction  Emplojonent 

Offshore  Terminal 

707 

294 



Refineries 

2,179 

1,538 

5,142 

Petrochemical  Plants 

823 

748 

1,340 

Total 

3,709 

2,580 

6,482 

Operating  Employment 

Offshore  Terminal 

315 



Refineries 

2,848 

5,456 

6,837 

Petrochemical  Plants 

6,550 

10,300 

22,900 

Total 

9,713 

15,756 

29,737 

Total  Direct 

Employment  Gain 

13,422 

18,336 

36,219 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 
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Induced  Employment  Impact 

This  section  describes  induced  changes  in  employment  in  Louisiana 
as  a  result  of  the  offshore  oil  terminal,  estimates  population  growth 
attributable  to  the  increases  in  employment,  and  summarizes  income  gains 
generated  as  a  result  of  the  terminal.   These  topics  are  preceded  by  a 
discussion  of  the  methodology  used  in  determining  these  data. 

Methodology 

In  September  1972,  projections  of  economic  activity  were  published 

for  173  economic  areas  in  the  United  States  by  the  Water  Resources 

3 
Council,  Washington,  D.  C.   These  regional  projections  covered 

population,  and  employment  and  income  for  major  two-digit  industries. 

They  are  called  OBERS  projections,  which  indicate  that  they  were  the 

product  of  a  joint  effort  of  the  Office  of  Business  Economics  (now  the 

Bureau  of  Economic  Analysis)  of  the  U.S.  Department  of  Commerce  and 

the  Economic  Research  Service  of  the  U.S.  Department  of  Agriculture. 

The  OBERS  projections  were  made  for  1980,  1990,  and  the  year  2000, 
starting  with  1969  as  a  base  year.   They  are  intended  to  be  used  for 
regional  planning  purposes.   The  "central  place  theory"  was  utilized 
to  delineate  boundaries  of  the  173  areas.   Each  regional  area  has 
a  city  that  functions  as  a  hub  around  and  within  which  economic  activity 
concentrates.   Louisiana  contains  four  such  areas  (areas  138,  133,  132, 
and  139).  Area  138,  which  includes  Baton  Rouge  and  New  Orleans, 
encompasses  a  total  of  23  Louisiana  parishes  and  13  Mississippi  counties. 
Area  133  includes  18  parishes  centered  around  Monroe;  Area  132  contains 
nine  parishes  around  Shreveport;  and  Area  139  includes  Lake  Charles  and 
14  surrounding  parishes. 

To  obtain  regional  data,  it  was  necessary  for  the  OBERS  group  to 
start  with  projections  for  the  entire  United  States.  As  explained  in 
Volume  1  of  the  OBERS  publication,  national  forecasts  were  first  made 


OBERS  Projections  of  Regional  Aotivity  in  the  United  States.,   Vol.  1-5, 
Water  Resources  Council,  Washington,  D.  C,  1972. 
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for  components  of  the  gross  national  product.   These  projections  were 
then  converted  into  income  originating  for  two-digit  industries. 

In  working  from  national  to  regional  projections,  the  OBERS  model 
used  a  "shift-share"  concept.   This  technique  distinguishes  a  proportionate 
growth  element  between  a  region  and  the  nation  for  each  industry  or 
income  component.   In  addition,  it  was  assumed  that  most  factors 
influencing  historical  shifts  in  regional  self-sufficiency  regarding 
local  service  industries  were  assumed  to  continue.   The  regional 
projections  further  assumed  that  regional  earnings  per  worker  and 
income  per  capita  tend  to  converge  to  the  national  average.   Similarly, 
regional  employment /population  ratios  will  move  toward  the  national  ratio. 
Finally,  it  was  assumed  that  workers  will  migrate  to  areas  where  job 
opportunities  are  expanding. 

In  this  study,  the  projections  for  employment  and  the  forecast 
of  income  originating  by  two-digit  industries  were  respectively 
aggregated  so  that  the  four  regional  economic  areas  in  Louisiana  could 
be  viewed  as  one  region.   The  projections  for  1980,  1990,  and  year  2000 
for  two  manufacturing  industries  (chemicals  and  refining)  were  then 
"corrected"  to  conform  to  the  "no  offshore  oil  terminal  assumption." 
As  indicated  previously,  employment  is  forecast  to  decline  for  refining 
and  to  grow  only  slightly  for  chemicals  under  the  "no  offshore  terminal 
assumption." 

The  final  step  was  to  insert  into  the  projections  for  1980,  1990, 
and  year  2000  the  employment  gains  calculated  for  refining,  chemicals 
and  construction  that  directly  result  from  the  assumed  presence  of 
an  offshore  oil  terminal. 

A  computer  program  was  devised  that  calculated  the  induced  employment 
gains  and  induced  income  change  for  all  other  industries,  given  the 
specified  increase  in  manufacturing  and  construction  employment.   These 
induced  changes  are  based  on  the  share  of  employment  each  two-digit 
industry  has  relative  to  total  employment.   Thus,  when  employment  in 
one  industry  is  increased,  induced  increases  are  calculated  for  other 
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industries,  while  preserving  a  constant  relationship  between  goods- 
producing  and  service  industries.   An  exception  was  made  for  the 
military,  which  was  assumed  not  to  increase,  regardless  of  changes 
assumed  in  refining,  chemicals  and  construction. 

Next,  the  changes  in  employment  and  in  income  calculated  for  the 
combined  OBERS  regions  were  reduced  to  eliminate  the  induced  employment 
and  income  impacts  applying  to  the  17  counties  in  Mississippi.   An 
available  OBERS  population  projection  for  the  state  of  Louisiana  was 
found  to  be  5.03  percent  smaller  than  total  population  in  the  four- 
region  area  (including  the  17  Mississippi  counties)  for  1980.   The 
difference  was  4.6  percent  for  1990  and  3.8  percent  for  year  2000.   On 
the  basis  of  these  differences,  both  the  employment  and  income  gains 
measured  by  the  computer  were  reduced  4.8  percent  for  1980,  4.2  percent 
for  1990,  and  3.6  percent  for  year  2000  to  eliminate  gains  assumed 
occurring  outside  Louisiana  in  the  17  counties  in  Mississippi.   Thus, 
it  was  assumed  that  the  income  impact  of  increased  employment  in 
construction,  refining,  and  petrochemicals  would  be  higher  per  person 
in  the  state  of  Louisiana  than  in  the  17  counties  of  Mississippi  included 
in  the  original  OBERS  Area  138. 

Induced  Employment 

The  difference  in  the  growth  of  total  employment  in  Louisiana, 
with  and  without  the  offshore  oil  terminal,  is  given  in  Fig.  VII. 
That  difference  consists  of  the  direct  employment  changes  already 
calculated,  plus  the  induced  changes  in  employment. 

Table  25  summarizes  the  employment  impact  attributed  to  an  offshore 
oil  terminal.   It  is  evident  that  the  addition  of  13,100  jobs  in 
manufacturing  and  construction  will  create  21,970  other  employment 
opportunities  in  Louisiana  in  other  industries.   The  induced  employment 
gain  generated  by  the  offshore  oil  port  by  1980  is  2.677  times  the 
direct  employment  gain.   Because  of  changes  in  relative  importance  of 
major  two-digit  industries  appearing  in  the  original  OBERS  projections, 
this  multiplier  increases  to  3.171  by  1990  and  is  calculated  to  be 
3.107  in  year  2000. 
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Fig.  VII   DIFFERENCE  IN  TOTAL  LOUISIANA  EMPLOYMENT, 
WITH  AND  WITHOUT  THE  OFFSHORE  TERMINAL 


Table  25 

DIRECT  AND  INDUCED  EMPLOYMENT  GAINS  GENERATED  IN  LOUISIANA 
BY  AN  OFFSHORE  OIL  TERMINAL 


Item 

1980 

1990 

2000 

Direct  Employment  Gain 

Construction 

Manufacturing 

Refining 

Chemical 

3,700 

2,800 
6,600 

2,600 

5,400 
10,300 

6,500 

6,800 
22,900 

Total 

13,100 

18,300 

36,200 

Induced  Employment 

21,970 

39,720 

76,170 

Total  Net  Gain 

35,070 

58,020 

112,370 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 
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Projected  Population  Increases 

In  addition  to  providing  estimates  of  induced  employment,  the 
program  also  produced  estimates  of  population  growth  attributable  to 
the  increases  in  employment.   The  original  OBERS  projections  assume 
a  given  rate  of  population  growth  in  each  of  the  four  economic 
areas  in  Louisiana.   A  labor  participation  rate  reflecting  the  ratio 
of  total  employment  to  total  population  is  also  assumed.  A  ceiling 
is  imposed  on  the  ratio  so  that  if  additions  are  made  to  employment, 
it  is  ultimately  necessary  to  specify  that  additional  population  is 
attracted  to  Louisiana. 

In  1980,  the  addition  of  35,070  jobs  is  projected  to  cause  an 
added  population  of  99,135  and  a  participation  ratio  of  35.4.   By 
1990,  it  is  estimated  that  162,443  would  be  added  to  the  population, 
for  an  employment  increase  of  58,020.   By  year  2000,  a  population 
increase  of  303,773  would  be  required  for  an  employment  gain  of  112,370. 
Participation  ratios  of  38.7  and  37.0  were  obtained  for  the  years  1990 
and  2000,  respectively. 

Income  Gains  Generated 


The  offshore  oil  terminal  would  have  an  income  impact  in  the  state 
of  Louisiana  that  would  correspond  to  the  increase  in  employment. 
Table  26  summarizes  the  increase  in  wage  and  salary  income  attributable 
to  development  caused  by  the  offshore  oil  terminal.   Conversion  from 
1967  to  1973  dollars  was  accomplished  by  using  the  implicit  deflator 
of  gross  national  product  of  1.2824.   It  is  then  seen  that  by  1980, 
the  offshore  oil  terminal  would  add  $480  million  of  wage  and  salary 
income  in  the  state.   By  1990,  this  figure  will  nearly  reach  $1  billion, 
and  by  year  2000,  $2.4  billion. 

Two  other  measures  of  the  impact  of  an  offshore  oil  terminal 
are  available.   It  can  be  seen  that  by  1980,  total  wage  and  salary 
earnings  in  Louisiana  would  be  increased  3.1  percent.   By  1990,  the 
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Table  26 

THE  IMPACT  OF  AN  OFFSHORE  OIL  PORT  ON  INCOME 

IN  THE  STATE  OF  LOUISIANA* 

(In  Thousands) 


Item 

1980 

1990 

2000 

Income  (In  1967  Dollars) 

With  Offshore  Oil 

Terminal 

$12,287,548 

$18,207,962 

$28,205,745 

Without  Offshore 

Oil  Terminal 

$11,913,276 

$17,428,411 

$26,324,233 

Increase 

$   374,272 

$   779,551 

$  1,881,512 

Increase 

(In  1973  Dollars) 

$   479,966 

$   999,697 

$  2,412,851 

*Income  in  1967  dollars  was  converted  to  1973  dollars  using  the 
deflator  that  changes  first-quarter  gross  national  product  for  1973 
to  1967  constant  dollars  (1.2824). 

Source:  H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute. 


increase  would  be  4.4  percent;  and  by  year  2000,  seven  percent. 

From  another  vantage  point,  it  can  also  be  said  that  by  1980  an  offshore 

oil  port  would  raise  average  annual  income  for  every  employed  person 

in  Louisiana  by  $68  (in  1973  dollars).   By  1990,  the  offshore 

oil  terminal  would  increase  average  annual  income  for  employed  workers 

in  Louisiana  by  $117;  and  by  2000,  $186  (in  1973  dollars).   These  data 

appear  in  Table  27. 
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Table  27 

THE  IMPACT  OF  AN  OFFSHORE  OIL  TERMINAL  ON  AVERAGE 
ANNUAL  EARNINGS  PER  WORKER 
(In  1967  and  1973  Dollars) 


Item 

1980 

1990 

2000 

With  Oil  Terminal 

Earnings  (000) 

$12,287,548 

$18,207,962 

$28,205,745 

Employment 

1,481,458 

1,669,580 

1,965,181 

Average  Per  Worker 

$     8,294 

$    10,906 

$    14,353 

Without  Oil  Terminal 

Earnings  (000) 

$11,913,276 

$17,428,411 

$26,324,233 

Employment 

1,446,090 

1,611,617 

1,852,808 

Average  Per  Worker 

$     8,238 

$    10,814 

$    14,208 

Average  Increase 

In  1967  Dollars 

$        56 

$       92 

$       145 

In  1973  Dollars 

$        72 

$       117 

$       186 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 
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V   ESTIMATION  OF  TRANSPORTATION  BENEFITS 

Savings  in  transportation  costs  for  imported  crude  oil  are 
expected  to  be  a  major  benefit  accruing  from  use  of  the  offshore 
oil  terminal.   In  calculating  these  savings,  the  project  team  first 
defined  the  composition  of  such  savings  for  the  state  of  Louisiana. 
Benefits  for  Louisiana  were  defined  to  apply  to  imported  crude 
processed  in  Louisiana  refineries.   It  was  concluded  earlier  that 
refining  capacity  in  Louisiana  would  decline  slowly  if  the  offshore 
oil  terminal  were  not  constructed.   It  was  also  noted  that  a  growing 
volume  of  refined  products  would  be  "exported"  to  other  areas  outside 
the  state.   All  final  consumers  of  petroleum  products  refined  in 
Louisiana,  thus,  would  ultimately  benefit  from  the  use  of  the  offshore 
oil  terminal. 

The  definition  of  transport  benefits  for  Louisiana  excludes  crude 
oil  imported  for  use  in  PAD  II  that  will  move  via  the  Capline  to 
Illinois.   Transport  benefits  on  this  volume  of  crude  clearly  can  be 
assigned  to  refineries,  and  ultimately  to  consumers,  in  PAD  II. 

In  estimating  transportation  cost  savings  for  Louisiana,  the  project 

team  assumed  that  the  next  least  costly  method  of  importing  crude 

oil  into  Louisiana  would  involve  transshipment  via  a  superport 

4 
located  in  the  Bahamas.   Table  28  Indicates  that  the  savings  per 

long-ton  would  amount  to  $1.40. 

Table  29  shows  the  calculation  of  transportation  benefits  from 

the  use  of  the  offshore  oil  terminal  for  Louisiana,  for  PAD  II  and 

for  Mississippi.   The  sum  of  these  three  benefits  equals  total  transport 

benefits  realized  from  use  of  an  offshore  oil  terminal. 


4 
Use  of  a  Texas  offshore  terminal  rather  than  one  in  the  Bahamas  was 

not  considered  since  the  volume  moving  would  decline  substantially, 

assuming  a  pipeline  connection  between  Texas  and  Louisiana  and  the 

Capline  terminal  for  movement  of  crude  to  Illinois. 
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Table  28 

PETROLEUM  TRANSPORT  COSTS  TO  LOUISIANA 
(In  1973  Dollars  Per  Long-Ton) 


Transport  Costs 

From  Rastanura,  Persian  Gulf 

Via  Offshore 
Oil  Port 

Via  Freeport, 

Rah^mas 

Ocean  Freight 
(VLCC) 

$7.56 

$7.21 

Transfer  Charge 

.88 

.57 

c 
Ocean  Freight 

(70,000  DWT  vessel) 

— 

1.76 

Extra  Unloading 
Charge'^ 

— 

.30 

Total 

$8.4A 

$9.84 

Transport  cost  per  ton  assumed  at  72.5  percent  of  world  scale  rate, 
reflecting  use  of  one  500,000-DWT  vessel  for  every  four  in  the 
250,000-300,000  DWT  class. 

Industry  source. 

c 
Assumes  construction  of  a  new  55»000-DWT  tanker  at  $16  million, 

amortized  at  8.5  percent  over  20  years  and  operated  under  foreign 

registry. 

Feasibility  of  a  North  Atlantic  Deep  Water  Oil  Terminal,    Soros 
Associates,  Inc.  for  U.S.  Department  of  Commerce,  July  1972. 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute. 
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Table  29 


ESTIMATED  ANNUAL  TRANSPORTATION  BENEFITS 
(In  Thousands) 


Item 

1977 

1980 

1985 

1990 

2000 

Imports  for  PAD  II 
Refineries 
(In  Long-Tons) 

Transport  Savings 

50,934 
$  71,305 

76,748 
$107,443 

97,282 
$136,191 

121,923 

$170,688 

188,763 
$264,260 

Imports  for  Louisiana 
Refineries 
(In  Long-Tons) 

Transport  Savings 

25,283 
$  35,395 

49,050 
$  69,928 

77,928 
$109,096 

100,927 
$141,293 

152,879 
$214,024 

Imports  for  Mississippi 
Refineries 
(In  Long-Tons) 

Transport  Savings 

2,818 
$   3,945 

4,980 
$  6,972 

9,343 
$  13,080 

12,115 
$  16,961 

22,947 
$  32,126 

Total  Savings 

$110,645 

$184,343  $258,367 

$328,942 

$510,410 

volumes  are  medium  estimates  from  Table  14  converted  from  thousands 
of  barrels  a  day  to  long-tons  per  year. 

Calculated  on  the  basis  of  $1.40  per  ton  (Table  28). 

Source:   H.  J,  Kaiser  Company  and  Gulf  South  Research  Institute 


As  indicated  in  Table  29,  benefits  for  Louisiana  would  amount  to 
$35,395,000  in  1977  if  the  offshore  terminal  were  in  operation  that  year. 
Another  $71,305,000  in  benefits  would  accrue  to  PAD  II  in  1977.   These 
figures  emphasize  the  urgency  for  completion  of  the  offshore  oil  terminal 
as  soon  as  possible.   Benefits  foregone  from  a  single  year's  delay  are 
seen  to  be  very  substantial. 

In  determining  a  benefit-cost  analysis  from  the  viewpoint  of  the 
citizens  of  Louisiana,  the  transport  benefits  shown  in  Table  29  for 
Louisiana  will  be  used.   These  rise  from  $35,395,000  in  1976  to 
$69,928,000  in  1980.   By  1990,  they  reach  $141,293,000;  and  by  year  2000, 
$214,024,000. 
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VI   BENEFIT-COST  ANALYSIS 


Introduction 


This  chapter  contains  an  analysis  of  the  offshore  oil  terminal  from 
the  standpoint  of  benefits  to  the  citizens  of  the  state,  as  compared  to 
the  costs  of  such  a  facility.   The  principal  benefits  would  stem  from 
increased  earnings  generated  by  new  jobs  directly  created  in  refining, 
and  petrochemicals,  and  those  induced  in  other  manufacturing  and  in 
service  industries.   Other  benefits  would  result  from  transportation 
cost  savings  on  crude  oil  imported  for  processing  in  Louisiana  refineries. 

The  cost  of  the  terminal  to  citizens  of  the  state  was  difficult  to 
determine  because  of  several  conceptual  problems.   First  of  all,  it  is 
not  yet  known  how  the  proposed  offshore  terminal  and  shoreside  facilities 
will  be  financed.   For  the  purposes  of  this  study,  it  has  been  assumed 
that  the  offshore  facilities,  the  pipeline  to  shore,  and  the  terminal  at 
the  preferred  site  in  Lafourche  Parish  will  be  financed  by  privately 
issued  bonds,  although  tax-exempt  revenue  bonds  could  be  used.^  It  is 
also  assumed  that  the  pipeline  constructed  to  carry  crude  oil  from  the 
Lafourche  terminal  to  the  Capline  at  St.  James  Parish  (and  possibly  to 
refineries  along  the  Mississippi  River)  would  also  be  privately  financed. 
Debt  service  would  be  met  by  users  of  the  facilities. 

Thus  neither  the  offshore  terminal  nor  the  on-shore  facilities 
extending  to  the  Capline  would  represent  an  obligation  to  citizens  of 
Louisiana.   For  this  reason,  it  is  not  imperative  that  either  be  included 
on  the  cost  side  of  a  benefit-cost  calculation.   In  this  analysis,  the 
capital  costs  for  all  of  these  facilities  weve   counted.   Similarly, 
operating  costs  were  included  for  crude  oil  moving  to  Louisiana  refineries. 
The  theoretical  question  was:  if   the  offshore  and  pipeline  facilities 
were   financed  and  constructed  by  a  state  government  agency,  would  benefits 
accruing  to  citizens  of  the  state  exceed  capital  and  operating  costs? 


If  revenue  bonds  were  issued  by  a  public  authority  to  finance  the  offshore 
port,  the  port-to-shore  pipeline  and  the  onshore  terminal,  debt  service 
could  be  met  out  of  lease  revenues  paid  by  users  of  the  facilities.   No 
obligation  would  be  created  for  Louisiana  citizens. 
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A  second  major  category  of  costs  concerns  the  burden  imposed  on 
state  and  local  governments  as  a  result  of  projected  increases  in  employ- 
ment generated  directly  and  indirectly  by  the  offshore  oil  terminal. 
Added  population  would  cause  additional  expenditures  for  construction 
of  schools,  streets,  parks  and  recreation  areas,  police  and  fire  protec- 
tion facilities,  water  and  waste  disposal  facilities,  and  other  such 
infrastructures,  which  must  be  borne  by  either  the  state  or  local 
government.   Such  capital  costs  were  estimated  and  were  inserted  into 
the  cost  side  of  the  benefit-cost  analysis. 

Similarly,  operating  costs  for  these  facilities  were  estimated  for 
Inclusion  as  a  cost  item.   In  summary,  this  assessment  of  the  economic 
impact  of  an  offshore  oil  terminal  considers  all   costs  engendered  by 
construction  and  operation  of  that  facility,  plus  public  expenditures 
required  to  accommodate  the  added  population  attracted  by  the  increase 
in  employment  opportunities. 

In  the  final  analysis,  the  question  was:   Do  transportation  cost 
savings  and  increased  wage  and  salary  incomes  outweigh  public  and  private 
costs  associated  with  an  offshore  oil  terminal? 

Annualizatlon  of  Benefits  and  Costs 

To  derive  a  benefit-cost  ratio,  both  transport  cost  savings  and 
earnings  were  "annualized;"  that  is,  an  annual  value  was  obtained  for 
each  year  during  the  period  for  which  the  offshore  terminal  was  evaluated. 
As  indicated  in  previous  sections  of  this  report,  a  time  horizon  that 
extends  to  year  2000  was  assumed.   It  is  expected  that  the  offshore  oil 
terminal  will  begin  the  first  full  year  of  operation  in  1977.   This  means 
benefits  were  counted  for  years  1977  through  2000  (a  period  of  24  years). 
A  time  horizon  of  this  magnitude  was  chosen,  since  it  was  reasoned  that 
the  longest  lived  portion  of  the  offshore  terminal  is  likely  to  have  a 
physical  life  of  25  or  more  years. 

Benefits  were  obtained  for  earnings  and  for  transport  savings  for 
years  1980,  1990,  and  2000.   They  were  annualized  by  extrapolation 
between  these  points,  with  the  assumption  that  any  change  occurring 
between  or  before  these  benchmark  years  occurs  at  a  constant  rate. 
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Annuallzation  of  costs  presents  a  different  problem.   Capital  costs  for 
the  offshore  oil  terminal  and  all  facilities  extending  to  the  Capline 
terminal  at  St.  James  were  viewed  as  they  are  financed,  rather  than  as  con- 
struction expenditures  are  made.   That  is,  annual  debt  service  for  those 
facilities  was  inserted  into  the  cost  streams  beginning  January  1,  1974.   For 
convenience,  equivalent  uniform  annual  debt  services  were  assumed  for  all 
capital  costs,  including  those  for  the  offshore  terminal,  the  pipeline  to 
St.  James,  and  infrastructure  items  borne  by  either  state  or  local  governments. 

It  is  important  to  note  that  the  medium  estimate  of  throughput  volume 
developed  in  an  earlier  chapter  of  this  study  indicated  that  capacity  of  the 
offshore  terminal  would  have  to  double  before  year  2000.  To  meet  this  require- 
ment, it  was  assumed  that  the  original  capital  expenditures  required  to  build 
the  offshore  terminal  and  the  pipeline  to  St.  James  are  duplicated,  beginning 
in  1986.   This  assumption  means  that  costs  for  construction  of  a  second  off- 
shore oil  terminal  and  a  duplicate  pipeline  to  St.  James  were  included  in  the 
cost  side  of  the  benefit-cost  ledger.  The  costs,  however,  make  no  allowance 
for  inflation  in  future  years  after  operation  of  the  facilities  begin.  All 
future  costs  and  benefits  are  in  constant  dollars,  as  is  the  case  for  benefits. 

Interest  Rate  and  Debt  Service  Criteria 

In  annualizing  costs  for  insertion  into  the  benefit-cost  calculation,  the 
project  team  assumed  that  bonds  would  be  retired  with  equivalent  uniform  annual 
debt  service  over  a  20-year  period.  An  interest  rate  of  7,50  percent  was 
used  for  bonds  issued  for  construction  of  the  offshore  oil  port,  the  pipe- 
line, and  the  on-shore  storage  terminal  assuming  private  non-tax  exempt 
financing.    Similar  debt  service  terms  were  assumed  for  the  pipeline  connection 
from  Lafourche  Parish  to  St.  James  Parish. 

The  Discounting  Procedure 

The  process  of  annualizing  gives  a  stream  of  dollar  values  for  each  item 

for  each  year  for  a  maximum  number  of  2A  years  for  benefits  and  27  years 

for  costs.   It  is  recognized  that  a  dollar  in  benefits  or  costs  anticipated 


If  these  items  were  financed  with  tax-exempt  revenue  bonds  issued  by  a 
public  authority,  an  interest  rate  1.5  to  2  percentage  points  lower  could 
have  been  used  in  the  analysis  and  higher  benefit-cost  ratios  would  have, 
resulted. 
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in  year  1985,  for  example,  has  a  1973  value  of  less  thah  a  dollar.   It, 
therefore,  was  necessary  to  convert  to  a  present  value,  each  stream  of  benefits 
stretching  to  year  2000  and  each  stream  of  costs.   This  was  accomplished  by  a 
discounting  procedure.   In  this  analysis,  a  discount  rate  of  six  percent  was 
used. 

As  a  result  of  the  discounting  process,  a  dollar  in  benefits  (or  costs) 
in  year  1985  has  a  1973  value  of  only  47.7  cents.   Conversely,  if  47.7  cents 
were  invested  and  earned  six  percent  interest  compounded,  it  would  be  worth 
$1  in  1985. 

After  conversion  of  each  annual  amount  for  each  stream  of  benefits  and 
costs,  it  was  possible  to  compare  total  benefits  and  total  costs.   If  benefits 
were  to  exceed  costs,  net  benefits  would  have  a  positive  value.   The  ratio  of 
benefits  to  costs  was  greater  than  one,  and  the  project  being  evaluated  is 
seen  to  generate  more  benefits  over  its  life  than  costs  expended. 

The  results  of  the  annualization  and  discounting  benefits  appear  in 
Table  30.   Total  benefits  have  a  1973  value  of  $10,237,198,000.   Their  value 
is  5.36  times  greater  than  the  1973  value  of  costs,  which  total  $1,908,991,000. 
Net  benefits,  therefore,  would  be  $8,348,207,000.   If  a  discount  rate  higher 
than  six  percent  were  used,  both  total  costs  and  total  benefits  would  have 
a  lower  present  value.   However,  the  benefit-cost  ratio  would  not  be  altered 
significantly. 

It  can  be  concluded  that  all  public  and  private  costs  associated  with 
the  offshore  oil  terminal  are  repaid  fivefold,  in  terms  of  wages  and  salary 
income  for  Louisiana  citizens  and  in  terms  of  transportation  savings  on  crude 
oil  moving  to  Louisiana  refineries o 

It  should  be  noted  that  the  benefit-cost  calculation  in  Table  30  reflects 
a  throughput  volume  for  the  superport  for  Louisiana  refineries  that  assumes 
a  1.9  percent  per  year  detline  in  production  of  crude  oil  in  Louisiana  after 
1975. 

A  benefit-cost  calculation  has  also  been  performed  assuming  production 
of  crude  in  Louisiana  remains  level,  rather  than  declines.  As  indicated  in 
Table  31,  the  present  value  of  the  stream  of  earnings  attributable  to  the 
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Table  30 


BENEFIT-COST  SUMMARY  FOR  A  LOUISIANA  OFFSHORE  OIL  TERMINAL 
ASSUMING  DECLINING  PRODUCTION  OF  CRUDE  OIL  IN  LOUISIANA* 

(In  Thousands) 


Item 

Present  Value 

Benefits 

Wage  and  Salary  Earnings 

Transportation  Savings  on 
Crude  for  Louisiana 
Refineries 

$  9,084,623 
1,152,575 

Total  Benefits 

$10,237,198 

Costs 

Offshore  Oil  Terminal 

Pipeline  to  Capline 

Operating  Costs  for  Offshore 
Terminal  and  Pipeline  to 
Capline 

Infrastructure  Costs 

Capital  Costs 

State 

Local 

Total 

Operating  Costs 

State 

Local 

Total 

$   650,679 
139,073 

679,783 

$   7,923 
25,940 

33,863 

141,471 
264,122 

405,593 

Total  Costs 

$  1,908,991 

Benefit-Cost  Ratio 

5.36 

Based  on  crude  throughput  for  Louisiana,  medium  estimate. 
Source:  H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 
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Table  31 

BENEFIT-COST  SUMMARY  FOR  A  LOUISIANA  OFFSHORE  OIL  TERMINAL 
ASSUMING  A  LEVEL  PRODUCTION  OF  CRUDE  OIL  IN  LOUISIANA* 

(In  Thousands) 


Item 


Present  Value 


Benefits 

Wage  and  Salary  Income 

Transportation  Savings  on 
Crude  for  Louisiana 
Refineries 


$6,329,257 


802,999 


Total  Benefits 


$7,132,256 


Costs 

Offshore  Oil  Terminal 

Pipeline  to  Capline 

Operating  Costs  for  Offshore 
Oil  Terminal  and  Pipeline 
to  Capline 

Infrastructure  Costs 

Capital  Costs 

State 

Local 

Total 

Operating  Costs 

State 

Local 

Total 


$   5,520 
18,072 


98,563 
184,014 


$  643,188 
127,737 

519,463 


23,592 


282,577 


Total  Costs 


$1,596,557 


Benefit-Cost  Ratio 


4,47 


Based  on  crude  throughput  for  Louisiana,  low  estimate. 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 
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offshore  oil  terminal  from  direct  and  indirect  employment  gains  and 
transportation  cost  savings  are  reduced  significantly.   Inf rastructuie 
operating  and  capital  costs  are  reduced  by  a  comparable  margin  of  slightly 
less  than  30  percent.   In  the  case  of  capital  cost  for  the  offshore  terminal 
and  for  the  pipeline  connecting  the  Lafourche  Parish  terminal  to  the  St.  James 
Parish  terminal,  changes  were  somewhat  more  complex.   Initial  capital  costs 
are  higher  due  to  a  longer  construction  period  and  a  lower  total  volume  of 
throughput,  but  the  necessity  to  add  capacity  in  later  years  is  postponed. 

Table  31  indicates  that,  in  the  case  that  crude  production  in  Louisiana 
remains  level,  the  benefit-cost  ratio  is  4.47.   Net  benefits  are  still  large 
at  $5,535,699,000,  as  the  present  worth  of  benefits  amounts  to  $7,132,256,000 
while  total  costs  have  a  present  volume  of  $1,596,557,000. 

No  benefit-cost  ratio  has  been  calculated  for  the  high  assumption  of 
throughput  for  the  offshore  oil  terminal.   It  may  be  recalled  that  the  high 
estimate  was  interpreted  to  mean  either  a  lower-than-estimated  volume  of 
imports  from  Canada,  or  a  higher-than-estimated  demand  for  petroleum,  with 
a  corresponding  expansion  in  refining  capacity  in  PAD  District  II.   Either 
of  these  conditions  would  influence  the  benefit-cost  calculation  only  in 
that  the  capacity  of  the  offshore  oil  terminal  and  associated  facilities 
would  be  larger,  and  initially  construction  employment  in  Louisiana  would 
be  slightly  higher  than  for  the  low  and  medium  estimates.   However,  refining 
capacity  in  Louisiana,  petrochemical  capacity  and  subsequent  development  that 
would  follow  are  not  changed  by  the  high  throughput  estimate. 
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VII   IMPACT  OF  THE  OFFSHORE  OIL  TERMINAL  ON 
GOVERNMENT  COSTS  AND  REVENUES 


Introduction 


The  state  of  Louisiana  and  local  municipal  and  parish  governments 
will  incur  costs  in  conjunction  with  the  increase  in  population  and 
industry  attracted  by  a  Louisiana  offshore  oil  port.   Of  primary  concern 
in  this  case  are  expenditures  required  to  provide  public  services  which 
are  not  paid  for  by  the  recipient  of  such  services  and  which  must  be 
financed  out  of  general  revenues.   On  the  other  hand,  state  and  local 
governments  will  accrue  tax  revenue  from  upgraded  property  usage  and 
increases  in  income,  profits,  and  retail  and  wholesale  trade'  resulting 
from  economic  expansion  stimulated  by  a  Louisiana  offshore  oil  port. 

In  this  section,  a  benefit-cost  analysis  is  calculated  from  the 
viewpoint  of  state  and  local  governments.  As  explained  in  the  previous 
chapter,  both  benefits  (tax  revenues)  and  costs  (required  expenditures) 
are  annualized,  discounted,  and  summed.  If  the  present  value  of  benefits 
exceed  the  present  worth  of  discounted  costs,  the  benefit-cost  ratio  is 
greater  than  unity,  and  the  offshore  oil  terminal  would  be  judged  to  be 
beneficial  to  the  financial  position  of  state  and  local  governments. 

The  OBERS  model,  as  described  previously,  calculated  the  population 
changes  that  would  accompany  the  total  direct  and  indirect  employment 
gains.   By  1980,  with  an  employment /population  participation  ratio  of 
.356,  it  is  estimated  that  the  population  of  the  state  will  be  99,135 
larger  than  if  an  offshore  oil  port  were  not  constructed.   By  1990,  the 
figure  would  be  162,443,  and  by  year  2000,  303,773.   By  extrapolation, 
annual  amounts  of  population  growth  attributable  to  the  offshore  oil 
port  were  calculated  for  other  years  between  1977  and  year  2000. 

Capital  Costs  Borne  by  State  and  Local  Governments 

Two  types  of  costs  are  incurred  by  state  and  local  governments. 
These  are  capital  costs  for  construction  of  buildings  and  physical 
plants  (schools,  roads,  and  waste  treatment  facilities);  and  operating 
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and  maintenance  expenses.   The  assumption  was  made  that  if  the  user  is 
charged  directly  for  a  service  (e.g.,  water  supply),  in  most  instances 
the  amounts  charged  will  cover  capital  and  operating  costs.   It  was  also 
assumed  that  both  capital  and  operating  costs  are  estimated  for  a  level 
of  service  that  would  be  provided  to  residents  of  an  urban  area,  with 
all  amenities  consistent  with  a  "comfortable  standard  of  living." 

Capital  cost  factors  used  in  this  analysis  for  state  and  local 
governments  are  shown  in  tables  32  and  33.   Most  are  presented  on  a 
per  capita  basis.   In  arriving  at  per  capita  costs  for  capital  costs, 
the  project  team  obtained  data  from  a  number  of  sources,  as  indicated.   When 
no  specific  per  capita  cost  figure  could  be  found  for  an  item,  estimates 
were  derived  from  the  expenditure  that  would  be  required  to  build  the 
publicly  financed  facility  in  a  new  community  of  50,000  people.   In 
fact,  the  population  assumed  attracted  by  the  creation  of  new  jobs  will 
be  dispersed,  but  will  largely  be  added  in  parishes  where  refining  and 
petrochemical  manufacturing  already  can  be  found. 

Estimated  capital  costs  incurred  by  the  state  of  Louisiana  are 
presented  in  Table  32.   It  is  important  to  note  that  the  per  capita 
costs  shown  were  applied  against  the  incremental  population  gain 
calculated  annually. 

The  same  procedure  was  followed  in  using  the  capital  cost  items 
identified  in  Table  33  for  local  governments  in  Louisiana.   Again,  costs 
were  applied  to  the  net  annual  addition  to  total  population  resulting 
from  the  growth  stimulated  by  the  offshore  oil  port. 

Table  32 
STATE  CAPITAL  COSTS  FOR  INCREMENTAL  ANNUAL  POPULATION  GAIN 


Item 

Per  Capita  Costs 

Education 

$  2.05 

Police 

2.40 

Administration  Buildings 

6.00 

Libraries 

2.00 

Highways 

55.30 

Source:  Governmental  Finances  in  1970-1971, 

U.S.  Department  of  Commerce,  Bureau  of 
the  Census,  (October  1972). 
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Table  33 

LOCAL  CAPITAL  COSTS  FOR 

INCREMENTAL  ANNUAL  POPULATION  GAIN 


Item 

Per  Capita  Costs 

Education^ 

$13.75^ 

Police 

10.10^ 

Fire 

11.70^ 

Waste  Treatment 

50.00*^ 

Parks 

69.  OO'^ 

Administration  Buildings 

38.70^ 

Libraries 

13.80^ 

Highways 

14.70^ 

School  requirements  are  based  on  the  ratio  of  children 
in  the  elementary,  junior  high  and  high  school  age  ranges 
to  the  total  Louisiana  population  in  1970.   In  a  city  of 
50,000  people  this  would  require  education  facilities  for 
5,200  elementary  school  students;  2,950  junior  high 
students;  and  2,200  senior  high  students.   It  is  assumed 
that  2,850  new  college  students  per  50,000  population  can 
be  handled  by  existing  college  and  university  facilities. 

U.S.  Department  of  Commerce,  Bureau  of  the  Census, 

Goverm-ental  Finances  in  1970-1971    (October   1972). 

c 
Estimated  by  project  team  for  per  capita  cost  of  new  waste 

treatment  plant  for  city  of  50,000  people. 

Estimated  by  project  team  to  meet  requirement  of  population 
of  50,000  under  the  guidelines  and  recommendations  of  The 
Community  Builders  Handbook,   Urban  Land  Institute  (1968). 
The  facilities  Include  neighborhood  play  lots,  playgrounds, 
community  parks,  and  a  major  city-wide  park. 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research 
Institute 
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State  and  Local  Government  Operating  Costs 

Per  capita  state  and  local  government  annual  operating  costs  used 
in  the  study  are  shown  in  tables  34  and  35.   These  were  applied  each 
year  to  the  net  difference  in  the  total  population  that  could  be  attri- 
buted to  development  stimulated  by  the  offshore  oil  port.   Also,  the 
data,  as  compiled  by  the  U.S.  Department  of  Commerce  for  the  state  of 
Louisiana,  indicated  which  unit  of  government  makes  the  expenditure. 
State  funds  allocated  to  local  governments  to  meet  a  specific  operating 
cost  item  would  appear  as  a  local  expenditure. 

Table  34 

STATE  OPERATING  COSTS  FOR 
TOTAL  NEW  POPULATION 


Item 

Per  Capita  Cost 

Local  Schools 

$  2.60 

Higher  Education 

54.08 

Police  Protection 

3.80 

Libraries 

.30 

Highways 

27.70 

Administration 

6.80 

Source:  Governmental  Finanaes  in  1970-1971, 

U.S.  Department  of  Commerce,  Bureau  of 
the  Census,  (October  1972). 
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Table  35 

lAH'AL  OnOl^TlNC  COSTS  VOK 
TOTAL  NEW  POPUl.AT  I  UN 


Item 

Per  Capita  Cost 

Local  Schools 

$127.40^ 

Institutions  of  Higher 
Education 

1.10^ 

Police  Protection 

16.20^ 

Fire  Protection 

8.00^ 

Libraries 

2.20^ 

Parks 

2.50^ 

Highways 

7.30^ 

Administration 

13.20^ 

Governmental  Finances  in  1970-1971 j   U.S.  Department 
of  Commerce,  Bureau  of  the  Census,  (October  1972). 

Survey  by  GSRI  of  municipal  park  planners. 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research 
Institute 


Revenues  of  State  and  Local  Government 

Tables  36  and  37  present  estimates  of  tax  revenues  that  are  expected 
to  accrue  to  state  and  local  governments  in  Louisiana  as  a  result  of 
development  stimulated  by  an  offshore  oil  terminal.   The  project  team 
was  not  able  to  separate  taxes  paid  by  levels  of  government. 

In  Table  36,  it  can  be  noted  that  estimates  of  income  tax  payments 
were  based  on  1973  average  salaries  provided  for  refining  and  petro- 
chemical employees.   Separate  annual  earnings  were  obtained  for  staff 
and  operating  personnel  and  for  construction  employees.   Induced  employ- 
ment assumes  an  average  annual  income  considerably  lower.   The  income 
tax  liability  for  employees  in  industries  where  job  opportunities  were 
"induced"  was  based  on  the  annual  median  family  income  earned  in 
Louisiana  in  1970. 
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Table  36 
TAXES  PAID  BY  INDIVIDUALS 


Item 

Tax 

Per  Employee 

Income  Taxes 

Refining  Employees 

29%  Staff  (3  $14,200  Income 

$140 

71%  Operators  @  $10,250 

61 

Petrochemical  Employees 

29%  Staff  @  $14,200  Income 

140 

71%  Operators  @  $10,250 

Induced  Employment  @  $7,530 

12 

Sales  Taxes'" 

Income  Level  1  (3  $14,200 

292 

(Construction  and  Refining  and 

Petrochemical  Staff) 

Income  Level  2  (3  $10,250 

236 

(Refining  and  Petrochemical  Operators) 

Income  Level  3  @  $7,530 

188 

(Induced  Employment) 

Per  Capita 

d 
Property  Tax 

$  79 

Automobile  License  Tags 

Passenger  Vehicles 

$3/year 

(68%  of  Total  Population) 

Commercial  Vehicle 

$5/year 

(21%  of  Total  Population) 

Incomes  are  industry  estimates  and  income  tables  are  based 
on  the  Louisiana  state  income  tax  standard  deduction  form. 

$7,530  is  based  on  Bureau  of  Census  1970  Louisiana  median 
family  income. 

Sales  taxes  are  based  on  the  Louisiana  sales  tax  exemption 
rates  allowed  under  the  federal  income  tax  guidelines. 

A  Study  of  Louisiana  Ad  Valovem  Tax  and  Property  Tax  Relief 
Fund,    Gulf  South  Research  Institute  (August  1972),  p.  9.   The 
average  rate  per  tax  unit  is  applied  to  each  worker.   The 
assumption  is  made  that  the  worker  owns  a  home  or  that  the 
property  tax  on  rent  homes  is  passed  on  to  the  rentee. 

e    .  .  . 

Louisiana  Automobile  Accident  Compeinja^ion  I'lannina ,    Gulf 

South  Research  Institute  (April  1973),  p.  41. 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  R.=  search  Institute 
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Table  37 

COMPUTATION  OF  ANNUAL  CORPORATE  TAX  REVENUES 
(In  Thousands) 


Item 

Franchise 
and  Income 

Sales 

Power  Use 

Ad  Valorem 

Total 

Refinery 

(150  MB/D  capacity) 

$44 

2.6 

$35.0 

$   265. 2^" 

$   742. S'^ 

$2,652.0"^ 

$3,129.6'^ 

Intermediate  Chemical 
Plant^ 

(1  billion  pounds/ 
year  capacity) 

$971.8 

$43.0 

$25.8 

$   46.8'' 

$1,087.4'' 

$   467.5'^ 

$1,508.1^^ 

Inventory  taxes  are  not  included. 

Industry  source. 
'^During  first  ten  years  of  industrial  tax  exemptions. 

After  expiration  of  industrial  tax  exemption. 
^Based  on  data  from  Public  Affairs  Research  Council  of  Louisiana,  Inc. 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 

The  sales  taxes  assumed  paid  by  the  number  of  employees  in  "direct" 
and  "induced"  jobs  were  based  on  the  exemption  allowed  under  the  federal 
income  tax  guidelines.   This  estimating  procedure  was  followed  to  avoid 
differences  in  rates  that  prevail  for  individual  parishes. 

Table  37  presents  an  estimate  of  corporate  tax  revenue  that  would 
accrue  from  the  expansion  of  refining  and  petrochemical  capacity 
projected  previously  in  this  study.   Information  from  an  industry  source 
precluded  separation  of  franchise,  income  and  sales  taxes  paid  (on  purchased 
materials  and  supplies)  estimated  for  a  new  150-thousand-barrel-per-day 
refinery. 

It  is  apparent  that  additional  corporation  tax  liabilities  would 
occur  in  industries  where  growth  was  indirectly  stimulated  by  the  direct 
investment  noted.   These  have  not  been  estimated.   In  particular,  it  is 
believed  that  downstream  petrochemical  investment  by  users  of  ethylene, 
propylene,  and  other  intermediate  petrochemicals  could  be  two  or  three 
times  as  large  as  the  direct  investment  tabulated  in  this  study. 
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The  Benefit-Cost  Equation 

Using  the  estimating  procedures  outlined  in  tables  32-36,  the  project 
team  obtained  annual  estimates  for  years  1977  through  2000  for  capital  and 
operating  costs  for  state  and  local  governments.   Annual  revenue  estimates 
were  calculated  as  indicated  in  tables  37  and  38.   Following  the  procedure 
described  previously,  the  staff  discounted  the  annual  streams  of  revenues 
and  costs,  using  a  six  percent  rate  to  obtain  present  value.   The  results 
are  shown  in  Table  38  for  the  medium  throughput  calculated  for  the  off- 
shore oil  terminal.   It  is  seen  that  the  stream  of  revenues  accruing 
from  development  stimulated  by  the  offshore  oil  terminal  exceeds  costs 
by  1.09  to  1.   Both  were  converted  to  present  worth  to  permit  comparison 
for  a  24-year  period. 

Table  38 

IMPACT  OF  AN  OFFSHORE  OIL  PORT  ON  GOVERNMENT  REVENUE  AND  EXPENDITURES 

(In  Millions) 


Present  Value 

Revenues 

Individual 
Corporate 

$194.3 
284.9 

Total  Revenue 

$479.2 

Costs 

Capital  Costs 
State 
Local 
Total 
Operating  Costs 
State 
Local 
Total 

$  7.9 
25.9 

$  33.8 

141.5 
264.1 

405.6 

Total  Costs 

$439.4 

Revenue-Cost  Ratio 

1.09:1 

Source:   H.  J.  Kaiser  Company  and  Gulf  South  Research  Institute 
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The  revenue-cost  ratio  at  1.09:1  is  considered  to  be  conservative 
on  the  low  side  because  of  additional  corporate  and  business  taxes  that 
would  accrue  in  industries  outside  refining  and  the  manufacture  of 
petrochemical  intermediates. 
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Chapter  35.     Deep  Draft  Harbor  and  Terminal  Authority  [New] 

Sec. 

3101.  Purpose. 

3102.  Definitions. 

3103.  Jurisdiction  domicile. 

3104.  Board  of  commissioners  ;   qualifications  ;    selection  ;    terms  ;    vacancies  ;    compensa- 

tion. 

3105.  Duties  of  board  ;   officers  ;  rules  ;  meetings  ;  quorum. 

3106.  Annual  reports  ;   revenues  dedicated  to  authority  ;  revenue  surplus  audit ;  central 

listing  of  employees  and  investment  of  idle  funds. 

3107.  Executive  director  ;    selection  ;   duties  ;   employees  ;    compensation. 

3108.  Acquisition  of  sites  ;  lease  of  stateowned  waterbottoms. 

3109.  Powers. 

3110.  Protection  of  deepwater  ports. 

3111.  Public  contracts. 

3112.  Bonds  ;  procedure  for  issuance. 

3113.  Environmental   protection  plan. 

3114.  Coordination  and  cooperation. 

§  3101.     Purpose 

A.  It  is  the  object  and  purpose  of  this  cliapter  to  provide  for  the  creation 
of  a  political  subdivision  of  the  State  of  Louisiana,  possessing  full  corporate 
powers,  known  as  the  Deep  Draft  Harbor  and  Terminal  Authority,  hereinafter 
referred  to  as  the  "authority",  to  promote,  plan,  finance,  develop,  construct, 
control,  operate,  manage,  maintain  and  modify  a  deep  draft  harbor  and 
termnial  within  the  jurisdiction  of  said  authority  and  in  order  to  promote 
the  economic  welfare  of  its  citizens,  and  to  provide  the  necessary  facilities 
for  docking,  loading  and  unloading  of  vessels  carrying  liquid  or  dry  bulk 
and  energy  cargoes.  It  is  hereby  declared  to  be  in  the  public  interest  that 
this  Deep  Draft  Harbor  and  Terminal  Authority  be  created  as  a  political 
subdivision  of  the   State  of  Louisiana. 

B.  It  is  further  the  object  and  purpose  of  this   chapter : 

1.  To  promote  the  economic  industrial  well-being  of  the  existing  port 
authorities  of  the  State  of  Louisiana  and  to  promote  interstate,  national 
and  international  trade  for  the  State  of  Louisiana,  its  subdivisions  and  the 
area  served  by  the  Mississippi  River  and  its  tributaries,  and  to  provide  that 
exsiting  ports  take  such  steps  individually  and  collectively  to  assure  the 
maintenance  of  the  economic  well-being  of  each  port  authority,  as  well  as 
the  whole ; 

2.  To  promote  the  industrial  and  petrochemical  base  of  the  Mississippi 
valley  region  of  the  L^nited  States  by  providing  adequate  deep  draft  port 
facilities  for  the  handling  of  the  cargoes  of  deep  draft  vessels ; 

3.  To  promote,  in  addition  to  port  operations,  scientific,  recreational,  and 
all  other  uses  of  the  deep  draft  harbor  and  terminal  which  shall  be  in  the 
public  interest ; 

4.  To  accommodate  and  plan  for  the  technological  innovations  occurring 
in  the  worldwide  and  domestic  shipping  industry  to  increase  efl!iciency  and 
the  flow  of  commerce  through  the  deep  draft  harbor  and  terminal ; 

5.  To  protect  environmental  values  and  Louisiana's  unique  coastal  marsh- 
land ecosystem  through  the  adoption  of  an  environmental  protection  plan  ; 

6.  To  assert  and  protect  Louisiana's  economic,  social  and  environmental 
interests  in  the  development  of  any  deep  draft  harbor  and  terminal  outside 
the  State  of  Louisiana  where  such  development  may  have  an  impact  upon 
the   State  of   Louisiana ; 

7.  The  authority  to  constitute  a  political  subdivision  of  the  State  of  Loui- 
siana and  such  functions  exercised  by  the  board  empowered  herein  shall  be 
deemed  to  be  held  as  governmental  functions  of  the  State  of  Louisiana,  as 
the  exercise  of  the  powers  granted  herein  will,  in  all  respects,  be  to  the 
benefit  of  the  people  of  the  state,  for  the  increase  of  their  commerce  and 
prosperity  and  for  the  improvement  of  their  economic  condition ; 

8.  To  assure  that  the  authority  shall  not  be  required  to  pay  any  taxes  or 
assessments  on  any  property  acquired  or  used  by  it  under  the  provisions 
of  this  chapter  or  upon  the  income  therefrom,  and  any  bonds  issued  hereunder 
shall  be  serviced  from  the  income  of  said  facility  and  shall  be  exempt  from 
taxation  by  the  State  of  Louisiana,  and  by  any  municipal  or  political  sub- 
division of  the  state. 

Added  by  Acts  1972,  No.  444,   §  1. 

Library  references:  Navigable  Waters  14(2).  C.J.S.  Navigable  "Waters  §17. 
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§  3102.     Definitions 
For  the  purposes  of  this  chapter,  the  following  definitions  shall  apply  : 

(1)  "Deep  draft  harbor  and  terminal"  means  a  structure,  or  series  of 
structures  or  facility  of  any  type  emplaced  in  coastal  waters  and  designed 
to  accommodate  the  cargo  or  passengers  of  deep  draft  vessels  whose  draft  is 
greater  than  the  depths  of  typical  inland  harbors  and  waterways  commonly 
used  by  ocean  going  traffic  during  the  first  half  of  the  twentieth  century, 
including  all  those  structures  and  facilities  functionally  related  thereto  aiid 
necessary  or  useful  to  the  operation  thereof  whether  landward  or  seaward 
of  the  main  structure  or  facility  itself. 

(2)  "Authority  development  program"  means  all  the  phases  of  growth 
and  development  through  which  the  concept  of  a  deep  draft  harbor  and 
terminal  may  go,  including  but  not  limited  to  promoting  the  concept,  raising 
funds  to  support  the  program,  planning  the  uses  of  the  facility,  selecting  a 
site  for  the  physical  facility  and  support  facilities,  designing  the  structures, 
constructing  the  facility  and  the  support  facilities,  operating  and  maintaining 
the  facility,  expanding  or  renovating  the  facility,  modification  and  retirement 
of  the  facility,  and  any  other  phases  through  which  authority  development 
may   proceed. 

(3)  "Environmental  protection  plan"  means  a  written  document,  prepared 
in  conformity  with  this  law,  which  shall  be  a  regulation  of  the  Deep  Draft 
Harbor  and  Terminal  Authority  which  estalilishes  those  steps  to  be  followed 
to  insure  the  protection  of  the  environment  throughout  all  phases  of  the 
authority  development  program. 

(4)  "Three  deepwater  ports"  means  the  board  of  commissioners  of  the 
Port  of  New  Orleans,  the  Greater  Baton  Rouge  Port  Commission  and  the 
Lake  Charles  Harbor  and  Terminal  District. 

(5)  "Three  directors"  means  the  director  of  the  Louisiana  Wildlife  and 
Fisheries  Commission,  the  director  of  the  Louisiana  State  University  Center 
for  Wetland  Resources  and  the  executive  director  as  created   herein. 

(6)  "Facility"  means  any  stinicture  or  improvement  actively  used  on  a 
regular  basis  in  waterborne  commerce. 

(7)  "Coastal  waters  of  Louisiana"  means  those  waters  extending  three 
nautical  miles  from  the  coastline,  or  beyond  to  the  extent  of  the  jurisdiction 
of  the  State  of  Louisiana. 

Nothing  contained  herein  shall  be  construed  to  affect  Louisiana's  claim  to 
Its  tidelands  or  the  location  of  Louisiana's  coastline  as  interpreted  by  the 
State  of  Louisiana. 

Added  by  Acts  1972,  No.  444,  §  1. 

Library  references:  Navigable  Waters  1-4(2).  C.J.S.  Navigable  Waters   §17. 

§3103.     Jurisdiction;  domicile 

A.  The  authority  shall  have  exclusive  jurisdiction  over  the  authority 
development  program  within  the  coastal  waters  of  Louisiana.  The  juris- 
diction of  the  authority  shall  not  include  or  extend  to  the  taking,  control  or 
operation  of  existing,  proposed  or  future  facilities  of  existing  port  authorities 
except  by  mutual  agreement. 

B.  The  authority  shall  have  the  i-ight  to  acquire  by  lease  or  purchase 
waterbottoms  inside  and  outside  of  the  territorial  limits  of  the  State  of 
Louisiana  for  use  in  the  constriiction.  operation  or  maintenance  of  the 
facilities  functionally  required,  related,  necessary  or  useful  to  the  operation 
of  the  authority. 

C.  The  domicile  of  the  authority  shall  be  in  the  city  of  New  Orleans ; 
however,  by  appropriate  act  of  the  board  of  commissioners  the  domicile  may 
be  relocated  to  an  appropriate  location  within  the  structures  and  facilities 
constructed  or  acquired  by  the  authority. 

Added  by  Acts  1972,  No.  444,  §  1. 

Library  references:  Navigable  Waters  1-4  (2).  C.J.S.  Navigable  Waters   §17. 

§3104.  Board  of  commissioners;  qualifications;  selection;  terms;  vacancies; 
compensation 
A.  The  authority  shall  be  governed  by  a  board  of  commissioners  consisting 
of  nine  members  chosen  on  the  basis  of  their  demonstrated  experience  in 
civic  leadership  and  their  stature  and  ability  to  act  effectively  for  the  best 
interests  of  Louisiana. 
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B.  All  commissioners  shall  be  appointed  by  the  governor.  Two  shall  be 
selected  from  a  list  of  nominees  submitted  by  Louisiana's  three  deepwater 
ports,    with   each   deepwater   port    recommending   two    nominees. 

Two  shall  be  selected  from  each  of  the  three  Public  Service  Commission 
districts  in  the  State  of  Louisiana. 

One  of  the  members  selected  from  the  three  Public  Service  Commission 
districts  shall  be  selected  for  his  primary  interest  in  protecting  the  unique 
coastal  environment  of  Louisiana. 

One  member  shall  be  selected  from  the  state  at  large. 

Once  a  final  determination  is  made  as  to  the  location  of  the  deep  draft 
harltor  and  terminal,  the  first  vacancy  occurring  on  tlie  board  shall  lie  filled 
by  appointment  of  a  resident  of  a  parish  in  which,  or  offshore  from  which, 
the  deep  draft  harbor  and  terminal  is  to  be  located.  This  appointment  shall 
be  from  a  list  of  three  names  to  be  submitted  by  the  governing  authority 
of  the  parish  in  which,  or  offshore  from  which,  the  deep  draft  harbor  and 
terminal  is  to  be  located.  If  the  deep  draft  harbor  and  terminal  is  located 
in,  or  offshore  from,  more  than  one  parish,  then  the  governing  authority  of 
each  such  parish  shall  submit  to  the  governor  a  list  of  three  names  and 
from  the  lists  so  submitted  the  governor  shall  select  said  appointee. 

C.  Each  of  the  nine  commissioners  shall  serve  a  five  year  term,  except 
the  initial  appointees. 

A  commissioner  may  not  serve  more  than  two  consecutive  five  year  terms 
on   the  board  of  commissioners. 

The  first  nine  appointments  shall  be  for  terms  of  one  member  for  one 
year,  two  for  two  years,  two  for  three  years,  two  for  four  years,  and  two 
for  five  years.  The  governor  shall  exercise  his  discretion  as  to  which 
nominees  to  appoint  to  the  initial  shortened  terms.  Thereafter,  all  commis- 
sioners appointed   as  herein  provided  shall  serve  five   year  terms. 

D.  All  vacancies  shall  be  filled  for  the  unexpired  term  in  the  same 
manner  as  the  appointment  originally  made,  except  as  herein  provided.  A 
commissioner   may   be   removed   by    the   governor  for   just   cause. 

E.  The  members  of  the  board  of  commissioners  shall  serve  without  compen- 
sation, but  shall  be  reimbursed  for  travel  expenses  incurred  in  attending 
meeting.s;  at  rates  and  standards  as  promulgated  by  the  American  Auto- 
mobile Association  or  a  comparable  recognized  standard. 

Added  by  Acts  1972,  Xo.  444.  §  1. 

Lilirary  references:  Navigable  Waters  14(2).  C.J.S.  Navigable  Waters   §17. 

§3105.     Duties  of  board;  officers;  rules;  meetings;  quorum 

A.  The  board  of  commissioners  shall  be  the  governing  body  of  the  authority 
with  full  power  to  promulgate  rules  and  regulations  for  the  maintenance 
and  operation  of  said  authority. 

B.  The  board  of  commissioners  shall  be  a  governing  bod.v  of  laymen. 
It  shall  formulate  general  policy.  It  shall  decide  upon  all  matter  relating 
to  the  authority  development  program.  It  shall  adopt  an  annual  operating 
and  capital  budget. 

C.  The  commissioners  shall  elect  a  president  annually  from  among  them- 
selves. 

D.  The  executive  director,  as  chosen  by  the  commissioners,  shall  be  the 
secretary  of  the  board. 

E.  The  board  of  commissioners  shall  prescribe  its  own  rules,  which  shall 
be   adopted   and   promulgated  in    accordance    with   law. 

F.  The  board  of  commissioners  shall  meet  at  least  once  every  sixty  days 
or  upon  the  written  request  of  three  members,  or  upon  the  written  request 
of  the  president. 

G.  All  matters  to  be  acted  upon  by  the  board  of  commissioners  shall 
require  the  affirmative  vote  of  at  least  five  commissioners,  with  the  excep- 
tion that  the  affirmative  vote  of  not  less  than  six  commissioners  shall  be 
required  to   select  the  executive  director. 

Added  by  Acts  1972.  No.  444.  §  1. 

^3106.     Annual    reports:    revenues    rtcdicated    to    authority;    revenue    .wrplus 
audit;  central  listing  of  employees  and  investment  of  idle  funds 
A.  The  board  of  commissioners  shall  make  an  annual  report  to  the  governor 
showing  all  receipts  and  disbursements  of  the  board :  the  number  of  arrivals 
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and  departures  of  vessels  and  their  tonnage ;  the  exports  and  imports  passing 
through  tlie  autliority ;  the  general  condition  of  the  authority  and  its 
structures,  facilities  and  other  properties ;  and  make  such  recommendations 
for  its  development ;  welfare  and  management  as  may  seem  advisable. 

B.  All  revenues  generated  by  the  authority  are  hereby  dedicated  to  the 
authority  to  be  used  to  further  the  purpose  of  this  chapter  subject  to  the 
limitations  stated  herein. 

Any  revenues  of  the  authority  derived  from  any  source  whatsoever  re- 
maining at  the  end  of  each  fiscal  year,  after  the  payment  and  satisfaction 
of  all  obligations  of  the  authority  under  the  terms  of  any  resolution  or 
resolutions  authorizing  the  issuance  of  bonds  hereunder,  and  after  paying  all 
expenses  of  operating  and  maintaining  the  authority,  providing  for  renewal 
or  replacement  thereof,  providing  adequate  reserves  for  continuous  operation 
of  the  authority,  providing  for  the  acquisition  or  construction  of  improve- 
ments to  such  facilities  and  the  purchase  of  equipment  and  furnishings 
therefor,  shall  be  considered  as  surplus.  Said  surplus  shall  be  turned  over  to 
the  general  fund  of  the  State  of  Louisiana  for  the  use  and  benefit  of  its 
citizens. 

C.  The  fiscal  affairs  of  the  authority  shall  not  be  subject  in  any  respect, 
to  the  authority,  control  or  supervision  of  any  regulating  body  of  the  state 
or  any  political  subdivision  thereof,  but  its  books  and  record  shall  be  si;bject 
to  audit  annually  by  the  legislative  auditor  and  its  employees  shall  be  listed 
on  the  central  listing  of  state  employees  and  it  shall  invest  its  idle  funds  in 
accordance  with  the  Investment  of  Idle  Funds  Act  and  it  shall  be  subject 
to  the  provisions  of  the  Code  of  Ethics. 

Added  by  Acts  1972,  No.  444,  §  1. 

§3107.    Executive  director;  selection:  duties;  employees;  compensation 

A.  The  board  of  commissioners  shall  select  an  executive  director  who 
shall  exercise  all  control  over  all  executive  functions  and  the  general  opera- 
tion of  the  authority.  The  executive  director  shall  serve  at  the  pleasure  of 
the  board.  All  employees  of  the  authority  shall  be  responsible  to  the  executive 
director  who  shall  organize  the  personnel  employed  by  the  authority  in  the 
most  efiicient  manner  to  accomplish  the  purposes  of  the  authority  as  provided 
in   this   chapter  and   by   regulations   established  by   the   authority's   board. 

B.  The  executive  director,  in  addition  to  his  usual  functions,  shall  be 
secretary  to  the  board  of  commissioners.  The  board  of  commissioners  shall 
fix  the  compensation  of  the  executive  director. 

C.  Within  six  months  after  operation  of  tlie  port  authority  has  commenced, 
the  executive  director,  with  the  advice  and  consent  of  the  board  of  commis- 
sioners of  the  port  authority,  shall  submit  a  plan  of  classified  civil  service 
for  all  employees  of  the  autliority  except  the  board  of  commissioners,  the 
executive  director,  an  assistant  executive  director,  an  executive  secretary  to 
the  executive  director,  and  professional  employees  hired  on  a  contract  basis. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3108.     Acquisition  of  sites;  lease  of  stateowned  waterhottoms 

A.  To  nable  the  authority  to  perform  the  work  herein  provided,  the  State 
of  Louisiana,  acting  by  and  through  the  register  of  state  lands,  is  hereby 
authorized,  empowered  and  directed  to  grant  to  the  authority  a  lease  on 
stateowned  waterhottoms  in  the  Gulf  of  Mexico  which  are  selected  by  the 
authority  as  sites  for  the  deep  draft  harbor  and  terminal ;  provided,  however, 
that  the  mineral  rights  on  any  and  all  state  lands  shall  be  served  to  the 
State  of  Louisiana. 

Upon  receipt  of  a  request  from  the  governing  body  of  the  authority 
describing  the  lands  to  be  leased  by  the  authority,  it  is  hereby  made  the 
mandatory  duty  of  the  register  of  state  lands  to  issue  a  certificate  of  title 
evidencing  the  lease  of  the  land  to  the  authority  as  described  in  the  reque«t. 

B.  The  register  of  state  lands  shall  lease  the  selected  tracts  to  tlie  authority 
for  five  dollars  per  acre  per  annum. 

C.  All  such  leases  shall  be  for  a  term  of  forty  years,  but  the  legislature 
may  reevaluate  the  rental  payments  upward  or  downward  to  reflect  changing 
economic  conditions. 

D.  All  proceeds  arising  from  the  sale  of  such  leases  of  stateowned  water- 
bottoms  shall  be  paid  by  the  authority  to  the  state  treasurer  and  shall 
become  part  of  the  general  fund  of  the   State   of  Louisiana. 
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E.  Xothing  in  this  part  is  intended  to  autliorize  tlie  autliority  to  lease 
stateowned  waterbottoms  for  the  exploration,  development  and  production 
of  oil,  gas,  sulphur  or  other  minerals  or  for  the  cultivation  or  production  of 
marine  resources  or  detract  from  the  authority  of  the  State  Mineral  Board 
and/or  Louisiana  Wildlife  and  Fisheries  Commission  to  lease  for  such 
purposes.  However,  tracts  once  leased  to  the  Deep  Draft  Harbor  and  Terminal 
Authority  may  not  be  leased  by  the  State  Mineral  Board  or  the  Louisiana 
Wildlife  and  Fisheries  Commission  without  the  express  consent  of  the 
authority,  unless  it  can  be  shown  by  the  state  mineral  board  or  the  Louisiana 
Wildlife  and  Fisheries  Commission,  by  clear  and  convincing  evidence,  that 
such  lease  or  leases  will  not  adversely  affect  present  or  future  authority 
operations. 

Added  by  Acts  1972,  Xo.  444,  §  1. 

§  3109.     Powers 

A.  The  authority  shall  be  vested  with  exclusive  and  plenary  authority  to 
do  any  and  all  things  necessary  or  proper  for  the  authority  to  promote,  plan, 
finance,  develop,  construct,  control,  operate,  manage,  maintain  and  modify 
the  authority  development  program. 

B.  To  assert  Louisiana's  interest  in  any  deep  draft  harbor  and  terminal 
development  in  proximity  to  the  Louisiana  coast,  the  authority  is  empowered 
to  negotiate  with  and  enter  into  contracts,  compacts  or  other  agreements  with 
agencies,  bureaus  or  other  divisions  of  the  federal  government  or  other 
states  of  the  United  States  concerning  the  authority  development  program, 
including  jurisdictional  aspects  of  the  location  of  the  deep  draft  harbor  and 
terminal,  sharing  of  revenues  derived  from  the  operation  of  the  deep  draft 
harbor  and  temninal  and  promulgation  and  enforcement  of  regulations 
governing  authority  operations. 

C.  The  authority  is  granted  all  powers  capable  of  being  delegated  by  the 
legislature  under  Article  XIV,  Section  31  of  the  Constitution  of  the  state, 
including  but  not  limited  to  authority  : 

1.  To  own,  construct,  operate,  maintain  and  lease  docks,  wharves,  sheds, 
elevators,  pipelines,  pumping  stations  and  facilities,  stoi-age  facilities,  housing 
and  food  facilities,  heliport,  locks,  slips,  lateraLs,  basins,  warehouses  and  all 
other  property,  structures,  equipment  and  facilities,  including  belt  and  con- 
necting lines  of  railroads  and  works  of  public  improvement  necessary  or  useful 
for  Deep  Draft  Harbor  and  Terminal  purposes. 

2.  To  dredge  and  maintain  shipways,  channels,  slips,  basins  and  turning 
basins. 

3.  To  establish,  operate  and  maintain  in  cooperation  with  the  federal 
government,  the  State  of  Louisiana  and  its  various  agencies,  subdivision  and 
public  bodies,  navigable  waterway  systems. 

4.  To  acquire  by  expropriation  any  real  property  in  fee,  leaving  the  owner- 
ship of  any  minerals  or  mineral  rights  in  the  former  owmers,  and  the  pre- 
scription of  nonuse  shall  not  run  against  said  minerals  or  mineral  rights. 
In  the  event  of  expropriation,  the  compensation  to  be  paid  shall  be  the  actual 
market  value  of  the  property  at  the  time  of  taking.  In  the  event  of  the 
acquisition  of  a  servitude,  or  use  of  any  stateowned  waterbottoms  on  which 
there  has  been  granted  an  oyster  lease  by  the  Louisiana  Wildlife  and  Fisheries 
Commission,  the  private  oyster  leases  shall  be  reimbursed  by  the  authority 
for  the  actual  market  value  of  said  lease. 

5.  To  borrow  from  any  person  or  corporation  using  or  renting  any  land  or 
dock  or  warehouse  or  any  facility  of  the  authority  such  sums  as  shall  be 
necessary  to  improve  the  same  according  to  plans  and  specifications  approved 
by  the  authority,  and  to  erect  and  construct  such  improvement,  and  agree 
that  the  loam  therefor  shall  be  liquidated  by  deducting  from  the  rent,  dock, 
wharf  or  toll  charges  payable  for  such  property,  a  percentage  thereof  to  be 
agreed  on,  subject,  however,  to  any  covenants  or  agreements  made  with  the 
holders  of  revenue  bonds  issued  under  the  authority  set  forth  in  R.S.  34:3108. 

6.  To  collect  tolls  and  fees. 

7.  To  borrow  funds  for  the  business  of  the  authority. 

8.  To  select  an  official  journal  for  the  publication  of  the  official  acts  of 
the  authority. 

9.  To  mortgage  properties  constructed  or  acquired  by  said  authority  and 
to  mortgage  and  pledge  any  lease  or  leases  and  the  rents,  income  and  other 
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advantages  arising  out  of  any  lease  or  leases  granted,  assigned  or  subleased 
by  the  authority. 

D.  The  authority  is  hereby  empowered  to  take  all  necessary  steps  to 
protect  Louisiana's  unique  coastal  environment  from  any  short-term  or  long- 
term  damage  or  harm  which  might  occur  from  any  aspect  of  the  authority 
development  program. 

E.  The  authority  may  contract  with  any  agency,  public  or  private,  to 
provide  for  public  utilities  on  such  terms  as  are  agreed  upon  the  authority 
and  the  respective  utilities  for  the  financing,  construction  and  extension  of 
sewerage,  water,  drainage,  electricity,  gas  and  other  necessary  public  utilities 
in  and  through  said  development. 

F.  Said  authority  may  lease  or  sublease  lands  leased  from  the  State  of 
Louisiana  and  is  authorized  to  negotiate  and  enter  contracts  or  agreements 
with  any  Dublic  or  private  individual,  or  corporation,  for  the  construction 
and  operation  of  a  petroleum  terminal  as  an  interstate  common  carrier. 

Added  by  Acts  1972.  No.  444.  §  1. 

§  3110.     Protection  of  deepwater  ports 

A.  To  prevent  impairment  of  the  bonds  of  the  three  deepwater  ports  which 
are  backed  by  the  full  faith  and  credit  of  ,he  state  and  to  recognize  the 
existing  authority  of  and  functions  performed  by  the  established  ports  and 
harbors  of  Louisiana,  it  is  hereby  recognized  that  the  function,  power  and 
authority  of  the  various  existing  port  authorities  estalUished  pursuant  to 
Article  14,  Section  31  of  the  Louisiana  Constitution,  and  others  established 
by  specific  constitutional  provision  are  not  to  be  diminshed  by  the  jurisdiction 
and  powers  exercised  by  the  Deep  Draft  Harbor  and  Terminal  Authority 
except  as  provided  in  this  chapter. 

B.  The  authority  may  enter  into  intergovernmental  contract  agreements 
with  existing  port  authorities,  individually,  or  with  any  other  parish,  city, 
municipality  or  subdivision  of  the  state,  and  may  engage  jointly  in  the 
exercise  of  any  power,  the  making  of  any  improvements  which  each  of  the 
participating  authorities  may  exercise  or  undertake  individually  under  any 
provision  of  general  or  special  law. 

C.  The  authority,  in  establishing  or  enacting  its  rates  and  charges  for 
bulk  cargo  shall  consider  the  overall  economic  impact  on  the  economy  of  the 
three  deepwater  ports,  and  its  charges  and  rates  shall  be  compensatory. 

D.  The  authority  shall  not  engage  in  the  handling  of  break  bulk  or  general 
cargo  without  the  prior  written  agreement  of  the  three  deepwater  ports, 
which  agreement,  among  other  provisions,  may  provide  for  use  of  existing 
port  facilities,  rates,  wharfage  fees  and  other  matters  of  mutual  interest. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3111.     Public  contracts 

A.  All  public  works  exceeding  the  sum  of  ten  thousand  dollars,  including 
both  labor  and  materials,  to  be  performed  by  the  authority  shall  be  governed 
by  R.S.  38 :2211,  et  seq.  However,  this  provision  shall  not  apply  in  cases  of 
extreme  public  emergency,  where  the  authority  has  certified  such  public 
emergency,  but  in  such  case  notice  of  such  public  emergency  shall  be  published 
in  the  official  journal  of  the  authority  within  ten  days  thereof. 

B.  Where  the  authority  deems  it  advisable  and  in  the  public  interest  to 
purchase  machinery,  equipment  or  vehicles  of  certain  makes,  kinds  or  types, 
the  advertisement  may  specify  the  makes,  kinds  or  types  and,  after  the 
advertising,  the  aiithority  may  purchase  those  makes,  kinds  or  types,  but  they 
shall  not  pay  more  than  the  actual  market  price  for  the  machinery,  equipment 
or  vehicles. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3112.     Bonds ;  procedure  for  issuance 

A.  The  authority  is  hereby  authorized  to  incur  debt  and  issue  bonds  for 
its  needs  in  the  manner  herein  provided. 

B.  The  authority  is  granted  the  power  to  incure  debt  and  issue  bonds 
by  any  of  the  means  authorized  by  the  constitution  and  laws  of  the  State  of 
Louisiana,  including  but  without  limiting  the  generality  of  the  foregoing 
Article  XIV.  section  31.  and  Article  XIV,  section  1,  and  paragraphs  (b.2) 
and    (b.3)    of  the  Louisiana  Constitution. 
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C.  Any  revenue  producing  wharf,  dock,  warehouse,  elevator,  industrial 
facility  or  other  structure  owned  by  or  to  be  acquired  by  tlie  authority 
from  proceeds  of  bonds  issued  by  it  is  hereby  declared  to  be  a  revenue 
producing  public  utility  as  that  term  is  used  and  defined  by  the  constitution 
and  laws  of  the  state  in  connection  with  the  issuance  of  revenue  bonds  of 
political  subdivisions  of  the  state. 

D.  As  an  addition  grant  of  authority  beyond  other  provisions  of  the 
constitution,  the  authority  is  authorized,  with  the  approval  of  the  state  bond 
and  tax  board,  to  issue  negotiable  Itonds  for  any  purpose  within  their  delegated 
authority,  and  to  pledge  for  the  payment  of  the  principal  and  interest  of 
such  negotiable  bonds  the  income  and  revenues  derived  or  to  be  derived  from 
the  properties  and  facilities  maintained  and  operated  by  them  or  received  by 
the  authority  from   other  sources. 

E.  Such  negotiable  bonds  may  be  further  secured  by  a  conventional  mort- 
gage upon  any  or  all  of  the  property  constructed  or  acquired,  or  to  be 
constructed  or  acquired  by  them. 

F.  To  furtlier  secure  such  negotiable  bonds  the  authority  may  apply  in 
whole  or  part  any  money  received  by  gift,  grant,  donation  or  otherwise 
from  the  United  States,  the  State  of  Louisiana,  or  any  political  subdivision 
thereof,  unless  otherwise  provided  by  terms  of  the  gift,  devise,  donation  or 
similar  grant. 

G.  Such  bonds  shall  be  authorized  by  a  resolution  of  the  board  of  commis- 
sioners of  the  authority  and  shall  be  of  such  series,  bear  such  date  or  dates, 
mature  at  such  time  or  times  not  exceeding  forty  years  from  their  respective 
dates,  bear  interest  at  such  rate  or  rates  per  annum,  payable  at  such  time 
or  times,  be  in  such  denominations.  l)e  in  such  form,  either  coupon  or  full 
registered  without  coupons,  carrying  such  registration  and  exchangeability 
privilege,  be  payable  in  such  medium  of  payment  and  at  such  place  or  places, 
be  subject  to  such  terms  of  redemption  not  exceeding  one  hundred  five 
percent  of  the  principal  amount  thereof,  and  be  entitled  to  such  priority  on 
the  revenues  of  the  authority  as  such  resolution  or  resolutions  may  provide. 
The  bonds  shall  be  signed  by  such  officers  as  the  authority  shall  determine, 
and  coupon  bonds  sliall  have  attached  thereto  interest  coupons  bearing  the 
facsimile  signature  of  such  officer  or  officers  of  the  authority  as  it  shall 
designate.  Any  such  bonds  may  be  issued  and  delivered,  notwithstanding 
that  one  or  more  of  the  officers  signing  such  bonds  or  the  officers  whose 
facsimile  signature  or  signatures  may  be  upon  the  coupons  shall  have  ceased 
to  be  such  officer  or  officers  at  the  time  such  bonds  shall  actually  have  been 
delivered.  Said  bonds  shall  be  sold  for  not  less  than  par  and  accrued  interest 
to  the  highest  bidder  at  a  public  sale  after  advertisement  by  the  authority 
at  least  seven  days  in  advance  of  the  date  of  sale,  in  newspapers  or  financial 
journals  published  at  such  places  as  the  authority  may  determine,  reserving 
to  the  authtority  the  right  to  reject  any  and  all  bids  and  to  readvertise  for 
bids.  If.  after  advertisement  as  hereinabove  provided,  no  bids  are  received, 
or  if  such  bids  as  are  received  are  considered  in  the  discretion  of  the  board 
of  commissioners  of  the  authority  to  be  unsatisfactory,  then  and  in  that  event 
the  board  of  commissioners  may  publicly  negotiate  for  the  sale  of  such  bonds 
without  further  advertisement.  No  proceedings  in  respect  to  the  issuance  of. 
any  such  bonds  shall  be  necessary  except  such  as  are  contemplated  by  this 
.section. 

H.  For  a  period  of  thirty  days  from  the  date  of  publication  of  the  resolu- 
tion authorizing  the  issuance  of  bonds  hereunder,  any  persons  in  interest  shall 
have  the  right  to  contest  the  legality  of  the  resolution  and  the  legality  of 
the  bond  issue  for  any  cause  after  wliich  time  no  one  shall  have  any  cause 
or  right  of  action  to  contest  the  legality  of  said  resolution  or  of  the  bonds 
authorized  thereby  for  any  cause  whatsoever.  If  no  suit,  action  or  proceeding 
is  begun  contesting  the  validity  of  the  bond  Issue  within  the  thirty  days 
herein  prescribed,  the  authority  to  issue  the  bonds  and  to  provide  for  the 
payment  thereof,  and  the  legality  thereof  and  all  of  the  provisions  of  the 
resolution  authorizing  the  issuance  of  the  bonds  shall  be  conclusively  pre- 
sumed, and  no  court  shall  have  authority  to  inquire  into  such  matters. 

I.  Such  bonds  sliall  have  all  the  qualities  of  negotiable  instruments  under 
the  law  merchant  and  the  Negotiable  Instruments  Law  of  the  State  of 
Louisiana,  and  shall  be  exempt  from  income  and  all  other  taxation  of  the 
State  of  Louisiana. 
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J.  No  bonds  as  herein  described  shall  be  authorized,  issued  or  sold  except 
in  accordance  with  specific  authorizations  hereafter  granted  by  the  legislature 
for  each  issue. 

Added  by  Acts  1972,  No.  444,  §  1. 

§  3113.    Environmental  protection  plan 

A.  Throughout  all  aspects  of  the  authority  development  program  there 
shall  be  in  existence  an  environmental  protection  plan,  the  details  of  which 
shall  be  followed  in  all  respects  by  the  executive  director  in  carrying  out 
any  aspect  of  the  authority   development  program. 

B.  The  environmental  protection  plan  shall  be  formulated  by  the  three 
directors,  as  herein  defined,  with  the  advice  and  consent  of  the  board  of 
commissioners  of  the  authority. 

C.  The  environmental  protection  plan  shall  be  promulgated  by  the  executive 
director  under  the  rule-making  procedures  of  the  Louisiana  Administrative 
Procedure  Act  of  R.S.  49:951-19:966. 

D.  The  environmental  protection  plan  shall  be  promulgated  within  a 
reasonable  time  after  the  appointment  of  the  executive  director,  but  in  no 
event  more  than  eighteen  months  after  the  effective  date  of  this  chapter.  An 
acting  executive  director  or  a  temporary  executive  director  may  fulfill  this 
function  if  a  permanent  executive  director  is   not  as  yet  appointed. 

E.  The  environmental  protection  plan  may  be  amended  at  any  time  in 
accordance  with  the  provisions  of  the  Louisiana  Administrative  Procedure 
Act,  to  reflect  changes  in  the  authority  development  program.  Initiation  for 
changes  may  come  from  any  of  the  three  directors  or  any  interested  person. 

F.  In  preparing  the  environmental  protection  plan,  or  any  amendment 
thereto,  at  any  time  during  the  authority  development  program,  the  three 
directors  shall  make  every  effort  to  reach  a  consensus.  If  they  are  unable 
to  agree,  each  shall  proffer  his  proposed  environmental  protection  plan  and 
present  it  to  the  board  of  commissioners  for  its  consideration.  Each  of  the 
three  directors  shall  present  detailed  comments  to  the  board  of  commissioners, 
with  recommendations  as  to  the  best  environmental  protection  plan.  After 
receiving  and  studying  the  recommendations,  the  hoard  of  commissioners  shall 
decide  which  plan  or  combination  of  plans  shall  be  adopted  and  promulgated. 

G.  The  environmental  protection  plan  shall  be  an  integral  part  of  the 
authority  development  program.  Costs  incurred  to  develop  the  initial  plan, 
or  any  amendments  to  it,  shall  be  considered  an  internal  cost  of  the  authority 
development  program  and  shall  be  considered  a  cost  to  the  same  extent  that 
economic,  engineering  or  promotional  programs  are  considered  costs.  The 
three  directors  shall  agree  on  the  appropriate  level  of  funding  for  the  develop- 
ing of  the  authority  environmental  protection  plan,  prepare  any  amendments 
thereto,  and  carry  out  the  requirements  of  the  plan.  To  the  extent  possible, 
federal  funds  shall  be  sought  to  assist  in  this  effort. 

H.  The  best  talent  available  shall  be  sought  to  perform  the  studies 
and  surveys  necessary  to  develop  an  environmental  protection  plan  and  carry 
out  its  requirements  in  accordance  with  this  chapter.  To  the  exent  possible, 
university -based,  public  and  private  researchers  in  Louisiana  shall  be  utilized. 
In  all  cases,  the  research  in  support  of  the  environmental  protection  plan 
shall  be  coordinated  by  agreement  of  the  three  directors.  The  results  of  all 
research  done  in  support  of  the  environmental  protection  plan  shall  be  open 
to  the  public  and  available  to  any  interested  iierson. 

I.  The  environmental  protection  plan  shall  contain  specific  provisions 
implementing  Subsection  J  below.  If  specific  provisions  cannot  be  set  forth 
due  to  uncertainties  in  the  authority  development  program,  then  the  environ- 
mental protection  plan  shall  state  in  specific  terms  the  uncertainties  which 
do  exist  at  the  time  the  plan  is  promulgated,  and  why  the  uncertainties  would 
make  the  inclusion  of  specific  provisions  in  the  plan  premature.  The  autho- 
rity environmental  protection  plan  shall  contain  a  separate  chapter  for  each 
of  the  paragraphs  of  Subsection  J  below  and  any  other  chapters  necessary  to 
meet  the  requirements  of  this  chapter. 

J.  The  environmental  protection   plan   shall : 

(1)  Summarize  the  salient  feature  of  an  inventory  of  all  potential  and 
actual  stresses  on  the  natural  and  human  environment  which  can  be  reason- 
ably expected  to  occur  in  pursuing  the  authority  development  program 
Consideration  shall  be  given  to  stresses  which  have  occurred  in  other  parts  of 
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the  country  and  the  world  where  similar  functional  operations  were  being 
performed.  Consideration  shall  be  given  to  the  peculiarities  of  Louisiana's 
coastal  environment.  The  inventory  of  potential  and  actual  stresses  shall 
include  a  prediction  of  the  stress  on  the  coastal  environment  of  major  accidents 
which  could  logically  be  expected  to  occur  throughout  the  authority  develop- 
ment program,  even  though  all  precautions  against  such  accidents  have  been 
taken. 

(2)  Describe  the  essential  features  of  existing  environmental  data  upon 
which  the  selection  of  a  site  for  a  deep  draft  harbor  and  terminal  may  be 
ba.sed.  Indicate  how  this  data  has  been  analyzed  and  compared  with  the 
inventory  of  potential  and  actual  stresses  required  in  the  above  paragraph 
so  that  the  site  selected  will  result  in  the  least  total  stress  on  the  environ- 
ment. Indicate  how  economic  considerations  are  compared  with  the  assessed 
total  stress  on  the  environment  to  arrive  at  the  best  economic-ecologic 
formula  for  determination  of  a  site  for  the  deep  draft  harbor  and  terminal. 
State  the  location  and  availability  of  the  environmental  data  upon  which 
these  determinations  are  based. 

(3)  State  how  the  deep  draft  harbor  and  terminal  facility  design  minimizes 
potential  environmental  damage,  considers  environmental  factors  as  a  positive 
part  of  the  design,  and  controls  long-term  development  so  that  growth  and 
additions  to  the  deep  draft  bnrbor  and  terminal  do  not  result  in  random 
growth  or  in  gradual  environmental   deterioration. 

(4)  Present  details  of  how  the  operational  aspects  of  the  authority 
development  program  will  be  conducted  so  as  to  minimize  environmental 
problems,  including  but  not  limited  to  a  monitoring  program  by  the  Louisiana 
Wildlife  and  Fisheries  Commission ;  establishment  of  constructional  and 
operational  guidelines  for  environmental  protection ;  strong  enforcement 
provisions  and  mechanisms  to  insure  cleanup  of  accidental  spills  by  technical 
means,  with  a  surety  bond  to  insure  performance.  The  plan  shall  consider  the 
circumstances  which  may  justify  the  temporary  cessation  of  the  port  activities. 

(5)  Provide  procedures  for  the  funding  of  projects  to  be  paid  for  by  the 
authority  to  the  Louisiana  Wildlife  and  Fisheries  Commission  or  any  agency 
designated  by  the  governor  which  shall  compensate  the  coastal  environment 
for  loss  that  may  be  sustained  through  the  stresses  on  the  environment 
created  by  the  authority  development  program. 

(6)  Analyze  ongoing  programs  of  the  federal,  state  and  local  governments 
designed  to  protect  the  coastal  environment  and  to  insure  that  there  is  no 
unnecessary  duplication  of  effort  and  to  insure  that  cooperation  and  co- 
ordination of  environmental  protection  measures  are  achieved.  The  opinion 
of  all  agencies  with  a  responsibility  for  monitoring  the  coastal  environment 
shall  be  sought  with  regard  to  this  coastal  protection  plan  prior  to  its 
promulgation,  to  determine  if  there  are  incompatibilities  between  specific 
provisions  of  this  measure  and  the  requirements  of  other  rules  and  regulations. 

K.  Nothing  in  this  section  is  intended  to  diminish  in  any  way  the  authority 
of  the  Louisiana  Wildlife  and  Fisheries  Commission. 
Added  by  Acts  1972,  No.  444,  §  1. 

§  Slllf.     Coordination  and  cooperation 

A.  It  is  the  policy  of  this  chapter  that  the  authority  development  program 
be  pursued  so  that  there  is  full  coordination  and  cooperation  between  agencies 
and  groups  that  have  complementing  or  overlapping  interests  and  the  author- 
ity. It  is  not  the  policy  of  this  chapter  that  the  authority  development 
program  be  pursued  independently  and  wath  a  view  toward  narrow,  short- 
term  interests. 

B.  The  board  of  commissioners  shall  take  aflBrmative  steps  to  fully  co- 
ordinate all  aspects  of  the  authority  development  program  with  the  Louisiana 
Advisory  Commission  on  Coastal  and  Marine  Resources  (Act  No.  35  of  1971) 
or  its  sticcessor  group,  which  is  charged  w'ith  the  development  of  a  coastal 
zone  management  plan  for  the  state. 

C.  The  board  of  commissioners  shall  take  affirmative  steps  to  insure  that 
the  authority  development  program  is  coordinated  into  the  planning  programs 
of  other  modes  of  transportation,  to  include  rail,  road,  waterv^sy,  air  and 
pipeline,  so  that  there  is  a  long-term  and  orderly  pursuit  of  transportation 
services  in  the  coastal  zone  which  are  interrelated  and  coordinated  s^o  as   to 


644 

achieve  the  most  efficient  and  economical  transportation  program  that  is 
feasible  and  that  will  he  least  destructive  of  other  values  in  the  state. 

D.  The  l)oard  of  commissioners  shall  insure  that  the  appropriate  federal 
agencies  which  are  required  by  federal  law  to  plan  or  regulate  transportation 
facilities  or  programs  are  consulted  regularly  and  are  fully  involved  in  the 
authority    development   program    where    appropriate. 

Added  by  Acts  1972,  No.  444,  §  1. 

Mr.  Downing.  Thank  you.  gentlemen,  again. 

Our  next  two  witnesses  come  from  the  State  of  Mississippi  and 
we  are  pleased  to  have  our  colleague,  Congressman  David  Bowen  to 
present  these  gentlemen. 

Mr.  BowEX.  Thank  you,  Mr.  Chairman. 

We  are  verv  fortunate  to  have  with  us  two  distinguished  INIis- 
sissippians  who  have  spent  a  great  deal  of  time  working  in  this 
particular  area.  Dr.  Talmadge  Bankston,  director,  office  of  science 
and  technology.  State  of  INIississippi,  and  Dr.  Robert  Robinson, 
executive  director,  agricultural  and  industrial  board,  State  of  INIis- 
sissippi. 

Although  the  INIississippi- Alabama  project  may  not  have  been  first 
with  the  most  in  terms  of  this  competition,  if  there  is  a  competi- 
tion for  this  project,  we  hope  the  last  will  be  the  best,  and  we  com- 
mend to  your  attention  the  testimony  that  these  gentlemen  will 
present  to  you  this  morning. 

Mr.  Downing.  You  two  gentlemen  are  ably  represented  by  two 
able  Congressmen  on  this  committee,  ]NIr.  Bowen  and  INIr.  Lott. 

Any  comment,  Mr.  Lott? 

INIr.  Lott.  I  am  pleased  to  have  these  two  gentlemen  up  here  and 
have  been  looking  forward  to  their  testimony. 

I  do  have  some  questions  for  them  when  they  present  their  testi- 
mony. 

STATEMENT  OF  DR.  P.  T.  BANKSTON,  DIRECTOR,  OFFICE  OF  SCIENCE 
AND  TECHNOLOGY,  STATE  OF  MISSISSIPPI;  ACCOMPANIED  BY 
DR.  ROBERT  L.  ROBINSON,  EXECUTIVE  DIRECTOR,  AGRICUL- 
TURAL AND  INDUSTRIAL  BOARD,  STATE  OF  MISSISSIPPI 

Mr.  Bankston.  Thank  you.  gentlemen. 

Mississippi  is  very  pleased  and  proud  to  make  a  contribution  to 
your  committee  by  sending  you  two  of  our  most  outstanding  and 
able  young  men  to  represent  INIississippi  in  the  Congress  of  the 
United  States  and  to  serve  on  this  important  committee. 

We  appreciate  the  opportunity  to  represent  Governor  Waller, 
who  is  in  Japan,  but  he  wishes  both  of  us  to  express  his  views  on  the 
legislation  that  you  have  under  consideration. 

Both  H.R.  5091  and  H.R.  5898  pertain  to  the  construction,  opera- 
tion and  maintenance  of  new  offshore  port  facilities;  and  both 
would  specify  various  criteria  that  must  be  considered  before  the 
Federal  Government  would  allow  the  construction  of  any  new  off- 
shore port  facilities  to  be  started. 

The  State  of  INIississippi,  in  collaboration  with  our  neighboring 
States  of  Alabama  and  Tennessee,  is  aggressively  seeking  to  obtain 
a  new  deepwater  port  to  be  located  offshore  from  the  Alabama- 
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Mississippi  Gulf  Coast  for  the  purpose  of  briiifjino;  the  needed  in- 
creased foreigji  petroleum  and  petroleum  products  into  our  country 
and  consequently  the  bills  in  question  are  of  extreme  importance  to 
us. 

We  have  formed  what  we  call  the  Ameraport  council  to  coordi- 
nate our  efforts  in  this  reoard,  and  we  expect  that  some  other  States 
that  would  also  benefit  from  a  deep  water  port  off  the  Alabama- 
.Alississippi  Gulf  Coast  will  join  with  us  in  support  of  this  needed 
new  facility  in  the  very  near  future. 

We  agree  with  the  objectives  of  both  of  the  bills  in  question  in 
the  sense  that:  (1)  the  approval  of  the  Federal  Government  shall 
be  required  for  the  construction,  operation,  and  maintenance  of 
such  offshore  facilities,  and  (2)  such  facilities  shall  not  result  in 
an  unacceptably  adverse  impact  on  the  marine  environment. 

Nevertheless,  we  aie  opposed  to  the  enactment  of  either  or  both 
of  the  bills  as  presently  written  for  the  following  reasons: 

1.  The  requirement  in  section  40-3  of  H.R.  5091  "that  all  possible 
precautions  have  been  taken  to  minimize  any  adverse  impact"  is 
unreasonable  and.  if  interpreted  literally,  would  prevent  the  con- 
struction of  any  new  deepwater  port  facilities  in  the  United  States 
at  any  place  at  any  time. 

The  language  also  used  in  section  403  of  H.R.  5091,  "that  the 
activity  involved  will  not  result  in  an  unacceptably  adverse  impact 
on  the  marine  environment-'  would  appear  to  provide  all  of  the 
protection  for  the  environment  that  is  required. 

2.  The  requirement  in  section  403(b)  of  H.R.  5091  that  the  "ap- 
plicant shall  submit  reasonably  detailed  plans  of  the  structure  at 
least  2  years  prior  to  the  expected  date  of  the  beginning  of  the 
construction,"  it  seems  to  us,  would  arbitrarily  delay  bv  at  least  2 
years  the  beginning  of  the  construction  of  new  port  facilities  that 
are  needed  now. 

Although  it  is  recognized  that  some  time  shall  be  required  for 
proposal  evaluations  and  other  procedural  matters  leading  to  the 
approval  of  port  construction,  the  public  interest  requires  that  this 
time  shall  be  as  short  as  possible.  And,  certainly,  the  construction 
of  the  needed  new  port  facilities  should  not  be  delayed  unnecessarily 
by  the  inclusion  of  an  arbitrary  2-year  provision  in  the  law. 

3.  With  regard  to  H.R.  5898,' we  recognize  the  need  for  the  Secre- 
tary of  Commerce  to  participate  in  the  Federal  approval  process 
applicable  to  port  facilities,  but  we  believe  that  other  Federal 
agencies  should  also  participate  in  a  manner  that  would  provide  an 
applicant  with  a  single  point  of  contact  in  the  Federal  Govern- 
ment for  all  of  the  approvals  he  might  need. 

In  this  regard,  it  is  important  to  understand  that  a  port  is  not 
an  isolated  facility,  but  rather  a  part  of  a  materials  distribution 
system  which  extends  onshore  as  well  as  offshore. 

The  Ameraport  system  visualized  by  Mississippi  and  our  neigh- 
boring States  Avould  be  worthless  without  onshore  storage  termi- 
nals, refineries  and  pipelines. 

An  applicant  should  not  be  required  to  seek  approval  for  the 
port  from  one  Federal  agency  and  approval  for  the  refineries  and 
pipelines  from  another. 
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Further,  the  public  interest  will  best  be  served  throu<]i:h  Federal 
evaluation  and  approval  of  the  entire  system,  rather  than  through 
fragmented  considerations  in  a  number  of  Federal  agencies. 

We,  therefore,  strongly  recommend  that  a  single  point  of  ap- 
proval be  designated.  Our  desire  for  a  single  point  of  approval  is 
stronger  than  our  desire  for  this  point  to  be  centered  in  any  par- 
ticular agency.  "Wlierever  the  single  point  is  established,  consulta- 
tion and  coordination  with  other  Federal  agencies  having  interests 
and  responsibilities  concerning  the  proposed  project  should  be  re- 
quired, of  course. 

The  Governors  and  legislatures  of  the  various  States  have  been 
struggling  for  a  long  time,  trying  to  balance  the  protection  of  our 
natural  resources  while,  at  the  same  time,  providing  a  framework 
for  economic  growth. 

Our  Governor  and  others  have  urged  the  President  with  the 
Congress  to  develop  and  announce  national  policies  that  will  assure 
our  State  and  the  entire  country  of  a  continuing  adequate  supply 
of  energy  to  meet  residential,  institutional,  and  industrial  needs, 
and  provide  the  diversity  of  energy  products  that  the  economy 
requires. 

Such  policies  should  include:  (1)  A  clear  definition  of  the  re- 
spective roles  of  government,  private  industry,  and  the  private 
citizen,  in  the  implementation  of  this  policy;  (2)  a  plan  to  increase 
our  domestic  supplies  of  energy  in  order  to  enable  our  country  to 
achieve  and  maintain  a  degree  of  self-sufficiency,  commensurate 
with  the  national  interest;  (3)  an  environmental/energy  rationale 
that  will  differentiate  between  environmental  degradation  that 
threatens  the  health  and  welfare  of  our  citizens  and  other  forms  of 
degradation  which,  although  undesirable,  can  be  tolerated,  if  nec- 
essary, to  assure  our  citizens  of  the  supply  of  energy  necessary  for 
personal  and  national  health,  welfare  and  security.  It  is  within 
this  context  that  I  would  like  to  address  this  committee. 

It  seems  unnecessary  for  me  to  repeat  the  very  compelling  rea- 
sons as  to  why  superports  are  nreedeiL^  serve  our  country.  You 
have  already  received  considerable  evidence  of  the  need  for  im- 
portation of  larger  quantities  of  foreign  oil. 

Nor  do  I  think  it  would  serve  any  useful  purpose  for  me  to  com- 
ment upon  the  current  energy  crisis.  I  am  sure  that  your  consti- 
tuents are  keeping  you  Avell  advised  of  that  development. 

In  preliminary  studies  commissioned  by  the  Ameraport  council, 
consideration  was  given  to  a  variety  of  factors,  such  as  hydrologi- 
cal,  environmental,  aerological,  land  features,  major  consumer  areas, 
pipeline  systems,  consumer  interest,  industrial  development,  and 
national  security. 

Copies  of  the  Ameraport  reports  have  been  filed  with  this  com- 
mittee by  Dr.  Moeller.  These  reports  became  the  basis  for  inclusion 
by  the  Corps  of  Engineers  in  their  Gulf  Coast  deepwater  port 
facility  study,  the  draft  of  which  is  nearing  completion. 

These  preliminary  studies,  reinforced  by  ongoing  research  activi- 
ties by  our  universities.  State  agencies,  and  through  contracts  with 
nationally  recognized  consultants,  are  continuing.  Earlier  conclu- 
sions are  borne  out,  and  we  will  now  tell  you  why  the  first  of  the 
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siiperports  should  be  located  in  the  vicinity  of  Pascagoula-Mobile, 
off  the  Alabama-^NIississippi  coast,  why  a  superport  in  this  area 
will  not  only  be  of  service  to  ^Mississippi,  but  it  will  also  best  serve 
a  o;reat  portion  of  the  United  States  where  energy  is  most  needed. 

In  considering  the  best  location  for  these  new  superports  it  is 
important  to  understand  the  port  facility  alone  will  not  provide  the 
energy  that  is  needed  by  this  country,  nor  will  it  address  other 
longstanding  issues  of  major  national  importance. 

Our  energy  problems  cannot  be  solved  solely  by  adding  on  a 
superport  to  existing  systems  which,  in  many  cases,  already  exceed 
practical  limits  in  size. 

What  is  indicated  is  entirely  new  systems,  new  refineries,  new 
product  distribution  facilities,  new  terminals — all  are  needed  to 
make  our  efforts  most  productive  wherever  the  superport  might  be 
located. 

We  have  an  oppoi'tunity,  and  we  feel  a  responsibility  to  put  the 
new  superport.  the  new  energy  systems  which  will  extend  from  it, 
where  it  will  not  only  have  minimum  adverse  environmental  im- 
pact, but  will  also  most  enhance  the  economy  of  the  country  and 
provide  maximum  benefits  in  general  through  new  energy  alterna- 
tives. 

An  application  for  a  permit  for  a  deepwater  port  facility  should 
not  only  address  the  marine  environmental  factors  which  you  have 
outlined  in  your  bills,  but  should  also  include  the  definition  of  a 
development  plan,  the  industrial  growth  that  would  be  attendant  to 
such  a  facility,  and  the  impact  upon  the  economy  of  the  State,  the 
region,  and  the  country. 

Energy  piocessing  centers  should  be  investigated,  not  only  at  the 
point  where  the  submarine  pipeline  touches  land,  but  supply  and 
demand  in  relation  to  energy  flow  to  other  States  and  regions 
served  from  the  area  should  be  included. 

Such  comprehensive  evaluation  would  find  the  Alabama-Mis- 
sissippi gulf  coast  among  the  preferred  sites  for  the  new  superport 
for  a  variety  of  reasons,  including  strategic  location  with  respect 
to  the  major  inland  waterways  that  serve  mid-America,  as  well  as 
the  intercoastal  waterways  system. 

While  pipeline  systems  will  be  increasingly  important,  water- 
borne  movement  of  commodities  and  products  will  continue  to  be 
an  essential  transportation  mode  for  petroleum,  both  raw  materials 
and  products  for  many  years  to  come. 

Accessibility  of  this  region  to  the  major  existing  petroleum  pipe- 
lines extending  from  the  Texas-Louisiana  gulf  to  the  east  coast  and 
to  the  major  crude  pipeline  systems  extencling  in  a  generally  north- 
erly direction  to  the  midcontinent  area  will  result  in  substantial  con- 
sumer savings  since  it  will  be  closer  than  Texas  or  Louisiana  to  the 
major  eastern  markets,  thereby  resulting  in  transportation  cost 
savings  to  those  customers. 

We  feel  the  employment  of  modern  technology  and  engineering 
concepts  will  result  in  a  deepwater  port  off  our  coast  that  is  com- 
patible with  the  ecological,  political,  cultural,  historic,  and  aesthetic 
values  of  this  region,  as  well  as  help  meet  the  pressing  needs  for 
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economic  development  which  must  be  considered  in  determining 
permissible  land  and  water  uses  in  the  coastal  and  offshore  areas. 

We  recognize  the  potential  for  environmental  damage,  but  we 
believe  that  we  can  control  it  within  acceptable  limits. 

We  are  aware  that  population  growth  and  industrial  expansion 
accompanying  a  deepwater  port  facility  will  place  additional  stress 
on  the  coastal  areas  of  this  and  neighboring  States. 

In  this  regard,  it  is  important  to  note  that  INIississippi  is  the  only 
State  bordering  the  Gulf  of  INlexico  which  has  a  wetlands  protec- 
tion law  in  order  to  provide  regulation  and  control  of  activities 
conducted  in  the  wetlands  and  water  bottoms  of  the  State. 

The  low  per-capita  income  in  our  State  and  in  this  region  is  par- 
ticularly a  concern  to  those  of  us  who  live  here,  but  it  is  also  a  mat- 
ter of  national  concern. 

The  development  of  a  deepwater  terminal  off  our  coast  will  pro- 
vide job  opportunities,  not  only  for  the  immediate  region,  but  also 
for  our  neighboring  States  to  the  north. 

The  economic  aspirations  of  underdeveloped  nations  in  other 
parts  of  the  world  is  an  accepted  part  of  our  international  policy. 
Should  not  economic  development  of  the  underdeveloped  parts  of 
this  country  likewise  be  an  accepted  part  of  the  resolution  of  such 
important  national  issues  as  the  energy  crisis  and  protection  of  the 
environment  ? 

Despite  substantial  investments  in  public  works  programs — such 
as  the  Economic  Development  Act,  the  Appalachian  Regional  De- 
velopment Act,  and  others — this  region  has  not  yet  reached  that 
critical  mass  of  economic  self-sufficiency  that  will  permit  it  to 
achieve  those  levels  of  living  enjoyed  by  more  affluent  sections  of 
our  Nation. 

The  prudent  location  of  superports  and  the  logistics  and  energy 
systems  radiating  from  them  can  become  an  important  tool  in  the 
resolution  of  longstanding  issues  of  national  importance  and  with- 
out substantial  public  investment. 

Such  public  investment  initially  was  necessary  to  provide  the 
infrastructive  upon  which  economic  growth  can  occur,  and  much 
of  this  has  now  been  done.  Now,  policy  decisions  alone  can  result 
in  the  dispersion  of  refineries  throughout  this  entire  region. 

Map  1  shows  the  location  of  the  refining  industry  in  this  country. 
The  large  concentrations  in  Texas  and  Louisiana  occurred  where 
they  are  shown  for  very  good  and  justifiable  reasons — that  is  where 
the  oil  was  in  the  ground. 

The  net  new  refining  capacity  so  greatly  needed  by  this  country 
can  be  dispersed  along  the  transportation  systems  such  as  the  energy 
corridor  shown  schematically  on  map  2. 

The  size  of  those  circles  indicate  the  amount  of  the  refining  in- 
dustry at  the  indicated  locations.  This  is  from  the  Sorros  report 
to  the  Maritime  Administration.  You  will  notice  the  concentration 
along  the  coast  plus  quite  a  few  refineries,  relatively  small,  along 
the  Mississippi  tributary  system. 

Dispersion  of  the  to-be-built  refinery  capacity  would  result  in 
additional  national  benefits.  National  security — both  economic  and 
defense — would  be  enhanced.  While  it  is  unlikely  that  within  the 
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foreseeable  future,  this  Xation  would  experience  a  "Ploeste" — the 
possibility  of  interruptions  to  this  vital  segment  of  our  industrial 
machine  from  natural  or  accidental  manmade  disasters  would  be 
reduced  by  a  policy  of  dispersion. 

If  one  includes  within  the  broad  definition  of  national  security 
the  ability  of  the  Xation  or  region  to  recover  from  a  stress,  then 
dispersal  would  enhance  this  stress  recovery  ability  as  well. 

Consider,  for  example,  the  fuel  shortages  that  occurred  during 
the  cold  weather  last  winter  and  those  that  are  occurring  in  gaso- 
line this  summer. 

In  a  general  way,  those  areas  closest  to  terminals  or  refineries 
have  the  least  trouble  Avith  shortages,  simply  due  to  the  fact  that 
the  longer  the  pipeline,  the  longer  the  response  time  for  the  system 
to  react  to  changes  in  demand  at  the  customer  level. 

Another  important  aspect  of  port  facility  siting  is  public  atti- 
tude. While  difficult  to  quantify,  the  nevertheless  important  dimen- 
sion of  our  decisionmaking  process,  this  should  be  included. 

The  attitude  of  the  public  and  the  Government  at  State  and 
local  levels  toward  a  project  of  this  type  if  at  times  equal  in  im- 
portance to  economic  and  environmental  considerations. 

In  ^Mississippi,  the  people,  industry,  and  government  at  the  local 
and  the  State  levels  share  unity  of  purpose  in  balancing  sensible 
economic  growth  and  rational  environmental  protection. 

In  recognition  of  the  importance  of  deepwater  port  facilities  and 
the  responsibilities  of  the  States,  the  Mississippi  Legislature  en- 
acted an  interstate  compact  to  support  our  efforts.  Identical  legis- 
lation is  now  in  process  in  the  Alabama  Legislature. 

I  know  of  no  other  instance  where  such  unified  commitment  to- 
ward success  of  a  project  of  this  type  exists. 

In  summary,  from  the  point  of  view  of  meeting  any  environ- 
mental requirements  proposed  by  this  or  any  other  legislation,  the 
site  we  advocate  can  stand  on  its  own  feet.  From  an  administrative 
view,  Ave  do  strongly  advocate  thoughtful  accommodation  of  en- 
vironmental protection  considerations  with  economic  development 
imperatives. 

Sir.  Downing.  Thank  you  very  much  for  your  very  fine  state- 
ment. Dr.  Bankston. 

Dr.  Robinson,  do  you  have  a  statement? 

Mr.  Robinson.  No,  sir ;  not  at  this  time. 

]\Ir.  Downing.  Dr.  Bankston,  in  your  opinion,  the  Avords  in  the 
bill  "that  all  possible  precautions  have  been  taken  to  minimize  ad- 
verse impact,"  is  that  too  rigid  a  requirement? 

Mr.  Bx\NKST0N.  I  think  it  can  lead  to  long  delays  in  court  suits 
and  that  sort  of  thing,  Mr.  Chairman. 

Bear  in  mind  that  I  am  not  a  laAvyei-.  I  happen  to  be  a  chemical 
engineer.  I  conceive  this  legislation  Avhen  passed  to  be  an  agreement 
betAveen  the  Federal  (Tovernment  and  the  State  Avitli  respect  to  the 
specific  provisions  ultimately  contained  in  the  bill.  The  States  should 
haA-e  the  responsibility  and  authorization  to  interpret  the  provi- 
sions. 

JNIr.  DoAVNiNG.  Could  you  accept  the  Avord  so  that  it  Avould  read 
"all  reasonable"? 
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Mr.  Bankston.  That  seems  to  me  to  be  acceptable,  certainly. 

INIr.  Downing.  How  do  you  feel  about  the  State  having  the  right 
to  veto? 

Mr.  Bankston.  I  think  I  feel  very  much  as  Mr.  ^Nlills  does,  that 
a  State  should  not  have  the  right  to  veto  neighboring  States'  efforts. 
The  State  does  have  a  responsibility  and  the  legislation,  I  think, 
should  be  permissive  so  that  the  State  can  act  in  a  positive  way 
through  regulations  to  control — See  A.  And  failure  to  act  would 
relieve  it  of  its  right  to  have  that  veto  posture. 

Mr.  Downing.  Thank  you  very  much. 

INIr.  Eckhardt? 

Mr.  Eckhardt.  On  this  question  about  the  language  concerning 
environmental  impact,  it  is  true,  as  you  point  out,  that  literally 
read  this  would  set  a  very,  very  high  standard,  that  is  a  question 
of  possibility. 

But,  one  thing  that  does  concern  me  a  great  deal  is  if  you  do  not 
set  a  pretty  strict  standard,  and  if  you  leave  it  pretty  much  up  to 
the  agencies'  weighing  of  environmental  factors  against  commercial 
factors,  you  may  give  the  agency  the  authority  to  destroy  one  in- 
dustry while  building  another. 

For  instance,  the  shrimp  industry  would  be  an  example  in  this 
respect,  and  that  is  a  very  important  and  very  valuable  industry. 

What  would  you  think  about  language  something  like  this,  that 
such  a  superport  shall  not  be  initiated  unless  all  precautions  have 
been  taken  within  the  means  of  modern  technology  to  protect  other 
commercial  and  environmental  values  otherwise  substantially  af- 
fected? 

Do  you  believe  that  would  be  too  strict? 

Mr.  Bankston.  I  would  be  glad  to  address  that  in  more  detail 
and  submit  information  separately,  if  you  wish,  but  I  would  find 
it  difficult  to  do  the  report  to  support  either  side  of  the  arguments 
you  have  just  put  forth. 

]\Ir.  Eckhardt.  Let  me  tell  you  what  I  am  getting  at  before  you 
make  a  further  comment  on  this. 

You  could  either  set  the  standard  extremely  high,  as  in  the  bill 
now,  or  you  could  give  the  agency  almost  a  free  choice  based  on 
the  weighting  of  factors,  or  it  might  be  argued  that  existing  inter- 
ests, existing  environmental  interests,  and  particularly  the  com- 
mercial interests  of  other  industry  affected  should  not  be  adversely 
affected  as  long  as  there  is  technological  capability  to  protect  it. 

It  seems  to  me  that  the  existing  commercial  interests  should  be 
Aveighted  to  some  extent  over  the  interests  that  is  aided  by  the  port, 
because  it  was  there,  it  was  enjoying  the  benefits  of  environmental 
safeguards  or  immunity  from  dangers  prior  to  the  intervention  of 
the  suoerport. 

]Mr.  BowEN.  Would  the  gentleman  yield? 

Mr.  Eckhardt.  Yes. 

Mr.  BowEN.  Do  you  not  think  it  is  possible  that  just  unlimited 
language  about  the  ability  to  control  pollution,  for  example,  through 
any  available  means  or  technology  might  rule  out  the  economic 
feasibility  of  the  project. 
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Now,  there  are  some  means  Avhich  are  available  technologically 
which  are  so  expensive  that  the  whole  operation  would  be  invali- 
dated. 

Do  you  think  possibly  some  language  tied  to  economic  feasibility, 
or  a  balance  between  what  would  make  the  whole  operation  eco- 
nomically feasible,  weighing  it  against  environmental  factors  might 
not  be  worth  feeding  in  this  formula? 

Mr.  EcKHARDT.  Well,  suppose  it  is  more  important,  or  is  coifsid- 
ered  more  important  by  some  agency  of  Government  to  bring  in  a 
great  quantity  of  oil  and  gas  to  this  country,  and  as  to  have  any 
shrimp  industry  in  the  State  of  Texas  or  Louisiana  and  there  is  no 
technological  means  by  which  there  will  not  be  the  risk  of  great 
danger  to  that  industry. 

It  seems  to  me  we  should  then  not  build  a  port.  That  is  what  I  am 
getting  at. 

Mr.  Baxkstox.  If  all  of  these  values  can  somehow^  be  quantified, 
and  that  is  a  very  difficult  thing  to  do  in  making  an  environmental 
impact  assessment,  then  the  relative  importance  of  the  impacts  and 
consequences  of  actions  would  be  much  easier.  In  many  environ- 
mental statements  you  will  find  that  there  are  virtually  no  index 
numbers  that  will  permit  comparison  as  you  go  from  one  value 
system  to  another.  How  do  you  compare  the  value  of  environmental 
protection  with  the  economic  development  worth  of  a  proposed 
action?  What  is  the  value  of  preexisting  circumstances?  How  is  it 
measured  ? 

Mr.  EcKHARDT.  I  realize  that  really  we  have  the  question  of  de- 
gree, and  it  may  be  a  very  difficult  one  to  answer,  but  I  am  merely 
suggesting  to  you  that  where  there  is  a  destruction  or  a  threatened 
destruction  to  an  existing  vested  commercial  concern  like  the  shrimp 
industry,  that  it  should  not  just  be  a  question  of  weighing  the 
amount  of  value  in  bringing  in  oil  against  the  amount  of  value  of 
the  shrimping  industry,  because  the  shrimping  industry  was  there. 

I  am  enough  of  an  old  constitutional  lawyer  to  take  the  position 
that  you  may  not  move  in  and  take  away  property  merely  because 
it  may  be  more  advantageous  to  the  public  to  do  so,  at  least  not 
without  condemnation  and  paying  the  industry  which  is  injured 
the  losses  which  occur  there. 

INIr.  Bankstox.  In  general  terms,  given  our  specific  situation  in 
Mississippi  now  I  am  less  concerned  about  hard  language  such  as 
you  are  suggesting  than  I  would  be  if  I  were  from  Louisiana,  for 
example,  where  potential  wetland  damage  is  approximately  tenfold 
that  in  ^Mississippi. 

Mr.  EcKHARDT.  Or  Texas. 

Mr.  Baxkstox.  A  lot  depends  upon  the  state  of  advancement  of 
our  technology  and  the  depth  of  our  understanding  of  the  conse- 
quences of  our  actions  on  the  environment. 

Let  me  give  you  a  true  environmental  story  that  happened  in  the 
early  part  of  this  century,  in  the  1930's,  Congressman  Lott,  down 
your  way. 

In  the  middle  gulf  coast,  there  is  a  string  of  offshore  islands, 
starting  about  Pensacola  and  continuing  off  Louisiana's  southeast- 
ern coast. 
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In  those  days,  off  Mississippi,  between  Ship  Island  and  Horn 
Island,  (which  are  now  part  of  the  National  Seashore)  there  was 
an  island  called  Caprice,  which  was  quite  a  resort  area  in  the  early 
part  of  this  century.  On  the  island  were  houses  as  well  as  casinos 
and  other  buildino;s.  The  sand  dunes,  reachino:  20  to  80  feet  eleva- 
tions, were  covered  with  sea  oats,  a  very  attractive  plant.  Over  a 
period  of  time  visitors  beo;an  to  gather  these  plants  since  they  were 
very  attractive  in  their  natural  state  and  in  the  home  as  a  decora- 
tion. Eventually  a  department  store  awarded  a  contract  to  harvest 
large  quantities  of  sea  oats.  Within  a  short  time  interval  of  a  few 
years  the  sea  oats  were  stripped,  and  shortly  the  wind  beo;an  shift- 
ing the  sand  dunes.  Then  we  had  a  hurricane,  in  the  early  1930's, 
Avhich  did  substantial  damage  to  buildings  and  leveled  many  of 
the  dunes.  People  began  to  leave,  and  a  couple  of  years  later  another 
hurricane  obliterated  the  island.  The  onlv  thine;  standing:  there 
now  is  a  pipe,  sticking  out  of  the  water  6  feet,  still  flowing  fresh 
water. 

The  point  of  all  this  is  if  we  had  known  back  then  what  we  now 
know  about  environmental  protection  we  would  somehoAv  have  pre- 
vented the  stripping  of  the  sea  oats. 

In  a  similar  way,  if  we  knew  now  what  we  will  know  10  years 
hence,  we  might  take  different  action  than  Ave  now  propose. 

We  do  have  available  a  lot  of  technological  information,  and  to 
use  the  title  of  a  book  by  Jan  ]McIIarg,  we  need  to  "Design  with 
Nature." 

We  knoAv  very  little  about  the  circulation  patterns  in  the  gulf, 
for  example.  What  we  do  know  suggests  that  even  if  the  water  was 
100  feet  deep  closer  in  to  shore  Ave  Avould  still  like  the  facility  to 
be  25  miles  out. 

If  Ave  had  our  option,  even  Avithout  a  prospective  port  in  Louisi- 
ana in  the  picture,  Ave  Avould  prefer  to  locate  the  port  as  far  to  the 
east  as  practicable — off  Jackson  County — because  the  ocean  currents 
Avill  give  our  beaches  greater  protection.  The  further  east  the  port 
location,  the  greater  Avill  be  the  tendency  for  the  currents  to  move 
a  spill  aAvay  from  shore.  More  shoreAvard  and  western  locations  are 
influenced  by  secondary  bifurcations  of  the  surface  current  Avhich 
may  tend  to  SAA-eep  surface  oil  onto  the  beach  and  the  Avetlands. 
Factors  such  as  these  need  to  be  incorporated  in  the  system  design 
and  considered  by  those  responsible  for  evaluation  of  the  total 
project. 

Mr,  EcKHARDT.  Thank  you. 

Mr.  DoAvxixG.  Mv.  Goodling? 

Mr.  Goodling.  No  questions. 

]\Ir.  DoAVxixG.  Mr.  BoAven? 

Mr.  BoAVEX.  Thank  you,  ]Mr.  Chairman. 

I  notice  in  your  testimony.  Dr.  Bankston,  you  mention  that  there 
are  some  cost  factors  to  be  considered  for  the  consumers  of  the 
Nation  in  terms  of  choosing  a  site,  say  in  the  east  gulf  area,  as  you 
propose,  as  opposed  to  say  the  AA-est  gulf  area. 

I  Avonder  if  you  might  comment  on  that  in  a  little  greater  detail 
in  terms  of  Avhat  it  means,  and  in  terms  of  the  American  consumer, 
Avhere  the  large  concentrations  of  population  are. 
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Can  we  evaluate  what  effect  it  might  have  in  terms  of  gasoline 
at  the  pump? 

Mr.  Baxkstox.  Obviously,  the  place  where  most  of  these  prod- 
ucts are  needed,  the  gasoline,  diesel  oil,  are  Avhere  most  of  the  people 
are,  that  is  on  the  east  coast. 

Public  attitudes  seem  to  be  effectively  blocking  any  development 
there  for  the  immediate  future. 

The  closer  you  can  get  the  facility  to  those  consumers,  the  better 
off  the  customers  will  be  in  the  sense  that  the  transportation  costs 
should  be  optimized  in  their  favor. 

It  is  merely  that  Ave  are  closer  to  those  customers  on  the  pipeline 
system  that  would  be  a  Texas  site,  for  example,  because  the  cus- 
tomer has  to  pay  the  final  bill. 

We  estimate  that  annual  savings  of  $25  million  per  million  bar- 
rels per  day  should  accrue  to  the  east  coast  consumer  as  a  result  of 
lower  transportation  cost. 

INIr.  BowEX.  I  notice  you  mentioned  the  security  factor. 

Do  you  feel  that  the  location  of  an  east  gulf  site  would  foster  the 
development  of  refineries  in  this  area,  rather  than  the  heavily  con- 
centrated refinery  capacity  that  we  already  have  in  the  west  gulf 
area? 

Mr.  Baxkstox.  That  is  right.  ^Vliat  we  are  advocating  is  a  series 
of  policies  that  would  enhance  national  security  from  the  point  of 
view  of  dispersing  the  refining  industry.  We  do  not  say  close  down 
refineries  that  are  already  going,  but  what  we  do  say  is  to  have 
policies  that  would  favor  dispersion  to  other  parts  of  the  country 
rather  than  concentrations  where  they  now  exist. 

As  you  well  know,  something  like  35  percent  of  our  refining 
capacity  is  in  the  Texas-Louisiana  area.  There  were  good  reasons 
why  it  started  there,  but  those  reasons  are  not  as  compelling  now 
with  the  technology  of  transportation  being  what  it  is. 

Mr.  BowEX.  In  your  conversations  with  Mr.  Eckhardt,  I  believe 
you  mentioned,  or  did  I  understand  you  correctly,  that  a  site  in  the 
area  east  of  the  INIississippi  where,  in  the  case  of  a  spillage  or  a 
leakage  the  prevailing  currents  would  sweep  that  spillage  out  to 
sea,  as  opposed  to  the  area  to  the  west,  off  the  Louisiana  and  Texas 
coast,  where  the  prevailing  current  would  carry  the  spill  inshore,  is 
that  correct? 

]Mr.  Bax'kstox.  I  will  not  make  it  that  specific.  One  must  look  at' 
a  given  site  and  the  currents  at  that  site. 

In  general,  east  of  the  mouth  of  INIississippi  River,  as  opposed  to 
west  of  the  Mississippi  River,  offshore  circulation  is  moving  in  a 
clockwise  direction.  Close  in  to  shore  there  is  a  counterclockwise 
direction. 

If  the  site  is  far  enough  out  to  be  in  the  clockwise  circulation,  a 
spill  would  be  moved  seaward.  In  the  event  a  spill  does  get  ashore, 
then  one  needs  to  look  at  the  extent  of  damage  that  would  occur 
from  a  cost-risk  point  of  view. 

Our  wetlands  are  almost  exactly  one-tenth  of  those  of  Louisiana, 
so  assuming  a  massive  spill  that  completely  covered  the  wetlands 
of  INIississippi,  all  this  would  be  but  10  percent  of  the  damage  that 
would  occur  in  Louisiana. 
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Now,  do  not  construe  as  what  I  am  saying  as  trying  to  be  an 
argument  for  Mississippi  as  opposed  to  Louisiana.  I  am  merely  us- 
ing that  because  of  the  extent  of  the  wetlands  there.  These  are  the 
kind  of  factors  that  should  be  considered  in  evaluating  the  total 
system,  not  just  the  offshore  facility. 

JNIr.  BowEx.  But  the  proposed  site,  say  in  the  Louisiana  area, 
does  the  current  flow  different  there  from  the  proposed  Pasca- 
goula-Mobile  site? 

Mr.  Bankston.  Yes. 

Mr.  Bowex.  There  really  would  be  a  difference  in  the  way  of  a 
spillage,  depending  on  the  way  the  current  would  take  it. 

Mr.  Baxkston.  Such  information  is  in  the  technical  reports  that 
have  been  submitted  to  you.  Wherever  the  facility  goes  there  will 
be  a  contingency  plan  to  cope  with  the  eventuality  of  a  spill.  You 
will  have  to  cope  with  whatever  the  circumstances  turn  out  to  be 
where  you  build  it. 

You  know,  you  can  evaluate  it  two  ways,  what  do  you  have  to  do 
to  cope  with  a  potential  spill?  It  is  a  tradeoff,  the  cost  of  coping, 
the  consequences  of  the  oil  getting  past  you  in  one  situation  versus 
another. 

Mr.  BowEx.  I  know  our  friends  to  the  west  have  brought  to  our 
attention  that  they  have  a  great  deal  of  financial  capability  to 
finance  this  project. 

I  wonder  what  you  might  say  about  the  readiness  of  sources  of 
Alabama  and  Mississippi  and  the  East  Gulf  area  to  underwrite 
the  cost  of  the  operation. 

jNIr.  Baxkstox.  First,  let  me  say  that  I  think  the  oil  companies, 
the  groups  that  have  banded  together,  LOOP  and  Seadock,  have 
evidenced  a  little  bit  more  foresight  perhaps  than  we  have  with  our 
national  legislation,  and  perhaps  even  than  the  States.  They  have 
seen  these  problems  coming  for  a  longer  time,  and  have  organized 
themselves  to  try  to  deal  with  them. 

The  States  have  been  a  little  slower  than  the  National  Govern- 
ment, which  is  now  beginning  to  take  action. 

In  INIississippi,  we  have  not  enacted  legislation  authorizing  the 
expenditure  of  massive  amounts  of  State  money  for  the  construc- 
tion of  such  a  facility. 

Our  legislative  action  thus  far  has  been  to  appropriate,  about 
$400,000  for  studies,  and  support  of  the  superport  promotion. 

We  do  feel  very  confident  that  the  people  of  JMississippi  and  the 
legislature  will  react  in  ways  similar  to  what  they  have  demon- 
strated before. 

It  was  only  a  few  years  ago  that  we  built  the  shipyard  in  Pas- 
cagoula  to  the  tune  of  $130  million,  which  was  pretty  much  of  an 
innovation  at  that  time  for  a  State. 

Now,  both  Mississippi  and  Alabama,  at  the  State  level,  I  am 
sure,  will  do  whatever  is  necessary  in  terms  of  providing  the  finan- 
cial vehicles  or  financial  assistance. 

We  envision,  as  does  Mr.  JNIills,  from  his  statement,  and  as  I  un- 
derstand does  Texas,  that  most  of  the  financial  investment  would 
be  private  capital.  We  simply  have  not  gotten  our  LOOP  or  Sea- 
dock  together,  but  we  are  working  on  it. 
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Take  a  look  at  the  list  of  participants  in  those  companies  and 
you  will  see  the  major  companies  are  already  in  one  or  both  of 
those.  AVe  are  dealinp;  Avith  some  of  the  major  companies  that  do 
have  an  interest  in  LOOP  and/or  Seadock,  and  we  are  also  dealing 
with  some  of  the  independents.  I  think  that  is  a  possible  market 
area,  Mr.  Chairman. 

We  believe  this  notion  of  an  energy  corridor  which  would  facili- 
tate the  construction  of  installations  such  as  pipelines,  pipelines 
for  oil  moving  north,  and  perhaps  pipelines  for  coal  moving  south, 
and  looking  at  the  other  kinds  of  infrastructure,  the  highway  sys- 
tems, the  rights-of-way,  crossing  a  common  river,  a  variety  of 
things — in  view  of  the  tightening  supply  of  capital  to  the  major 
oil  companies,  some  of  these  may  prove  of  interest. 

Dr.  Robinson  is  head  of  our  A.  &  I.  Board,  which  is  the  State 
agency  primarily  concerned  with  development,  and  he  may  want 
to  comment. 

Mr.  EoBixsoN.  I  just  want  to  bring  these  two  points  out. 

One  is  that  in  my  opinion  financing  will  be  secondary,  that  is  we 
should  give  the  most  considei'ation  to  the  environmental  aspects  of 
it.  the  economy  of  cost,  the  economic  development,  potential  and 
given  impact  on  an  area,  and  I  do  not  think  this  can  be  over 
stressed  that  we  have  in  this  segment  of  the  country  that  we  have 
not  really  had  a  real  strong  economic  base,  and  this  oifshore  termi- 
nal and  energy  corridor  which  we  conceive  to  be  expanding  into 
something  other  than  just  a  single  pipeline,  but  multiple  pipelines, 
perhaps  powerlines,  and  even  perhaps  roads  which  will  fit  into  the 
overall  land  use  concept. 

This  is  a  very  important  consideration,  Mr.  Bowen. 

In  other  words,  to  me  they  are  the  primary  considerations. 
Financing  will  follow. 

Now,  as  Mv.  Bankston  has  mentioned,  we  have  talked  to  many 
of  the  oil  companies  involved  in  Seadock  and  LOOP.  We  have 
talked  to  many  of  the  independents,  and  these  people  tell  us  that 
financing  is  not  a  problem,  that  once  you  get  a  permit  we  will  go 
wherever  the  permit  goes. 

They  say  we  have  signed  pieces  of  paper  with  Seadock  and 
LOOP,  and  for  that  reason  w^e  would  like  just  to  leave  things  as 
they  are.  But  you  have  a  verbal  commitment  out  of  us,  and  if  this 
thing  turns  into  competition,  and  we  hope  it  does  not,  but  if  you 
people  get  a  permit  first,  we  will  certainly  go  with  you. 

I  think  financing  is  secondary,  and  second,  I  think  private  financ- 
ing will  be  available  wherever  the  permit  is  given. 

Mr.  BowEX.  Thank  you. 

Mr.  Downing.  Mr.  Lott? 

Mr.  Lott.  Thank  you,  ]\Ir.  Chairman. 

Doctor  Bankston  and  Dr.  Robinson,  again  I  would  like  to  thank 
you  for  coming  here  and  presenting  your  statement. 

I  would  like  to  particularly  commend  you  on  the  fact  that  you 
addressed  yourself  to  the  legislation  before  this  committee  which  is 
the  primary  purpose  of  these  hearings,  and  I  think  some  interesting 
things  have  come  out  on  what  you  have  presented  and  what  we 
have  asked. 
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As  you  know,  it  is  not  ^oin^  to  be  easy  to  prepare  legislation 
that  will  deal  with  this  area.  I  think  it  is  good  that  you  addressed 
yourselves  to  some  of  these  questions  that  the  bills  involved. 

I  was  interested  in  your  comment  about  State  legislation.  Has 
any  State  legislation  been  enacted  to  deal  with  the  superport  possi- 
bility, and  second,  what  do  you  anticipate  miglit  be  required  by  a 
State,  the  State  of  ^Mississippi,  or  other  States  in  preparation  for 
installation  of  a  superport  off  the  coast  of  INIississippi  ? 

INIr.  Bankstox.  The  State  legislation  so  far  is  largely  just  one  of 
appropriation  plus  the  interstate  compact,  something  of  this  type 
was  the  beginning  of  the  Tenn-Tomhigbee  Waterway. 

Out  of  these  studies  that  have  been  done  it  may  well  turn  out  that 
we  need  additional  authority  type  of  legislation  to  create  some  sort 
of  authority. 

We  feel  that  we  now  have  several  public  bodies  which  have,  under 
existing  legislation,  the  authority.  The  funds  to  do  it  Avith  is  an- 
other matter. 

The  A.  &  I,  Board  has  broad  authority  under  some  port  develop- 
ment type  legislation. 

The  Port  Authority  of  Jackson  County  and  the  counties  them- 
selves, have  enough  authority,  we  think,  for  this. 

As  events  evolve  there  may  be  other  legislative  needs  defined. 

Mr.  LoTT.  This  joint  effort  that  you  have  between  ]\Iississippi 
and  Alabama  and  Tennessee,  this  is  something  the  committee  and 
I  have  heard  before. 

Exactly  what  participation  do  you  have,  for  instance,  with  Ala- 
bama and  Tennessee? 

Mr.  Bankstox.  The  participation  is  really  through  a  coordinat- 
ing council,  three  members  appointed  by  Governor  Waller.  Dr. 
Robinson  and  I  represent  two-thirds  and  INIr.  Grazier,  the  Gover- 
nor's executive  assistant,  for  ]Mississippi ;  Mr.  INIoeller,  Senator 
Noonan  and  INIr.  Bomberg  for  Alabama. 

Tennessee  is  in  its  formative  steps.  We  thought  there  was  not  as 
much  need  for  involvement  at  this  time,  and  not  the  demand  on  their 
time.  Governor  Dunn  has  appointed  one  representative,  the  director 
of  State  planning.  In  other  States  contiguous  to  Tennessee  there 
is  much  interest  in  looking  at  the  possibility  of  participating  with 
us  in  examining  new  approaches  to  this  whole  problem  of  trans- 
portation, economic  development,   and  energy   distribution. 

]Mr.  LoTT.  So  you  have  a  seven-man  board,  more  or  less? 

Mr.  Baxkston.  Yes. 

Mr.  LoTT.  Do  you  have  one  central  figure? 

Mr.  Baxkstox.  We  have  a  chairman.  We  do  not  have  any  perma- 
nent staff. 

]Mr.  LoTT.  Who  is  the  chairman? 

Mr.  Baxkston.  Senator  Noonan,  who  was  here  yesterday. 

Mr.  LoTT.  You  said  in  your  statement  that  you  have  already  made 
some  preliminary  studies. 

What  have  you  done  with  those  studies,  to  whom  have  you  sub- 
mitted them? 

]\Ir.  Baxkstox.  These  have  been  submitted  to  the  corps,  and  to 
some  congressional  committee  staffs. 
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In  oiir  studies  Ave  are  somewhat  behind  Alabama  and  Louisiana 
in  the  timetable,  but  are  still  in  progress. 

]Mr.  LoTT.  One  of  the  things  brought  out  at  these  hearings,  the 
major  thing  is  that  there  is  a  definite  need  for  legislation  in  this 
area,  so  we  would  have  one  central  coordinating  agency  or  depart- 
ment, and  tliat  is  the  reason  I  ask  the  question. 

You  are  in  a  position  of  almost  not  knowing  what  to  do  if  you 
get  it  at  this  time,  of  course. 

INIr.  Bankston.  That  is  correct. 

Mr.  LoTT.  I  am  very  much  concerned  about  the  financing,  Dr. 
Robinson,  of  these  activities. 

I  have  serious  reservations  about  what  State  or  any  type  of  public 
financing  could  do. 

At  the  end  of  your  statement.  Dr.  Robinson,  you  did  indicate 
that  you  are  talking  to  private  industry  about  participation. 

Mr.  RoBixsox.  That  is  correct. 

JNIr.  LoTT.  "Well,  I  think  that  is  a  very  important  thing.  It  has 
been  our  impression  by  the  LOOP  representatives  and  Seadock, 
that  they  have  done  an  outstanding  job. 

One  of  my  commeuts  was  that  private  enterprise  is  the  way  to  go. 

Do  you  have  any  further  comment  on  that? 

My.  Robixson.  We  agree  that  the  private  route  is  the  route  to  go. 

I  think  Mr.  Bankston  mentioned  the  fact  that  both  Jackson 
County  and  the  State  of  Mississippi  are  willing  to  finance,  but  I 
think  this  only  shows  the  public  interest  in  this  and  the  acceptance 
of  it,  and  in  my  opinion  this  would  not  be  the  better  way  to  go.  The 
better  way  to  go  would  be  through  private  financing. 

Mv.  LoTT.  One  final  question. 

I  certainly  agree  with  you  that  the  economic  impact  that  it  would 
have  on  an  area  is  an  important  one. 

Have  you,  in  your  studies,  come  up  Avith  any  indication,  and 
perhaps  some  of  the  others  might  be  able  to  answer  this,  what 
equivalent  of  a  superport  is  going  to  be,  how  big  an  industry  or 
industries? 

Do  you  have  any  idea  of  what  impact  it  would  have  on  the  area? 

The  estimate  to  construct  the  facility  is  it  will  run  around  $500 
million. 

In  terms  of  jobs  or  other  impact,  have  you  looked  at  that? 

Mr.  RoBixsox.  We  have  no  hard  figures. 

]Mr.  LoTT.  A  lot  of  participation  of  new  refineries  and  things  of 
that  nature. 

Mr.  RoBixsoN.  From  an  economic  point  of  view  this  energy  cor- 
ridor concept  going  up  to  the  Tennessee-Tombigbee  Waterway,  and 
going  up  to  the  Canadian  border  with  the  completion  of  the  Wa- 
terway, then  with  the  potential  for  spinoff,  with  refineries  and  spin- 
off industries,  the  economic  impact  on  Mississippi,  Alabama,  Ten- 
nesse  and  all  States  involved  in  the  corridor,  as  well  as  the  ability 
to  get  economical  energy  to  the  east  coast  and  to  mid- America,  to 
me  this  has  most  fantastic  potential,  and  I  would  be,  you  know, 
of  course  I  do  not  have  any  figures  to  say  it  will  have  X  amount  of 
economic  impact,  but  we  are  in  the  process  of  putting  together  an 
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economic  impact  study  which  will  give  us,  you  know,  the  tentative 
impact  and  the  long-range  impact. 

Mr.  LoTT.  That  is  the  reason  I  asked  the  question. 

If  we  are  going  to  make  the  assertion  economic  impact  on  the 
depressed  area  it  would  be  justification  for  it. 

As  a  Pascagoula-lSIobile  boy,  I  thank  you  again,  and  ask  you  to 
move  forward  with  much  haste. 

JNIr.  Downing.  Counsel  has  a  few  questions. 

IVIr.  Heyward.  In  connection  with  your  statement.  Dr.  Bankston, 
you  say  an  applicant  should  not  be  required  to  seek  approval  for 
the  port  from  one  Federal  agency  and  the  approval  for  pipeline 
and  refineries  from  another. 

Is  there  now  a  requirement  for  refinery  permits  to  be  obtained 
from  a  Federal  agency? 

]Mr.  Baxkston.  Part  of  this  is  anticipating  some  legislation  in 
the  mill,  Mr.  Counsel. 

It  is  also  perceived  from  the  point  of  view  of  the  State,  or  an 
agency  of  the  State,  being  that  applicant  and  trying  to  put  the 
entire  package  together. 

We,  within  the  State  and  Federal  level,  have  certain  regulatory 
agencies  that  do  now  have  a  refinery  siting  responsibility  in  terms 
of  air  quality  and  water  quality,  and  this  sort  of  thing. 

Mr.  Heyward.  But  I  would  assume  that  primarily  that  is  the 
State  responsibility  rather  than  that  of  a  Federal  agency,  as  long 
as  they  consider  the  Federal  laws  which  may  be  applicable. 

Mr,  Bankstox.  That  is  right.  Pipelines  crossing  the  Continental 
Shelf  and  inland  waters,  that  kind  of  thing. 

Mr.  Heyward.  In  connection  with  your  planning  in  the  State  of 
INIississippi,  this  committee  reported  out,  and  the  Congress  passed 
last  year,  the  Coastal  Zone  INIanagement  Act. 

There  were  funds  authorized  in  that  act  for  assistance  to  States 
for  planning  purposes  in  the  coastal  zone. 

Has  the  State  of  Mississippi  developed,  or  begun  to  develop  a 
coastal  zone  program,  and  if  so,  has  the  lack  of  funding  created 
any  problems  for  the  State  of  INIississippi  ? 

Mr.  Bankston.  Not  taking  your  questions  in  order,  the  State  did 
respond  to  the  Coastal  Zone  Management  Act.  We  already  had  in 
existence  the  INIississippi  Marine  Resources  Council,  which  had 
certain  oversight  of  coastal  zone  management  to  differentiate  that 
from  a  research  group  which  was  aimed  primarily  at  the  sea  grant 
program. 

This  group  was  funded  for  the  purpose,  in  effect,  of  getting  the 
program  going  whether  or  not  the  Federal  share  was  there  and,  of 
course,  we  would  like  to  have  the  Federal  participation. 

The  council  has  already  contracted  with  one  of  the  major  cor- 
porations to  begin  the  development  of  a  coastal  zone  management 
plan,  that  report  which  was  by  Westinghouse  has  been  delivered. 
While  all  recommendations  have  not  been  completely  accepted,  the 
council  is  now  ready  to  move  into  the  real  planning  effort. 

Some  legislation  was  passed  this  session  relative  to  management 
of  the  wetlands,  which  becomes  effective  the  first  of  July. 
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This  requires  permits  by  the  Marine  Resources  Council  for  a 
variety  of  activities  in  the  wetlands  and  in  the  offshore  waters. 

In  the  absence  of  certain  planning  activities  they  are  handicapped 
due  to  the  fact  the  Federal  funds  were  not  made  available,  but  we 
are  trying  to  piece  together  from  a  variety  of  sources  the  necessary 
funds  and  we  think  under  the  circumstances  we  have  a  pretty  good 
program  underway. 

Mr.  LoTT.  Will  the  gentleman  yield? 

Mr.  Heyward.  Yes. 

jNIr.  LoTT.  I  met  with  the  representatives  of  the  Mississippi  Ma- 
rine Council  here  Avith  ]Mr.  Pollock  and  the  coastal  zone  manage- 
ment representatives,  and  Mississippi  has  submitted  the  first  appli- 
cation for  funds. 

They  have  completed  the  application,  but  it  has  not  been  funded, 
but  they  are  trying  every  way  in  the  world  to  get  it  funded,  or  get 
some  preliminary  assistance  to  continue  with  the  efforts  they  have 
made. 

^Mississippi  was  one  of  the  first  States  to  take  advantage  of  the 
laAv  passed  last  year  when  it  came  out  of  this  committee,  but  it  has 
not  been  funded. 

Mr.  Heyward.  I  was  really  trying  to  determine  whether,  if  those 
funds  were  presently  available,  it  might  be  a  help  for  INIississippi 
in  this  very  problem  area  we  are  discussing  under  this  bill. 

Mr.  Baxkstox.  It  would  indeed,  in  that  dealing  with  the  Con- 
gress, I  am  sure  just  like  dealing  with  the  legislature,  you  have  to 
justify  very  thoroughly  and  carefully  the  requests  you  make  of 
them. 

Our  request  for  funds  to  support  the  studies  we  are  doing  about 
the  superport,  for  example,  would  have  been  smaller  had  some  of 
the  coastal  zone  management  funds  been  available — much  of  the 
work  would  have  been  done. 

Mr.  Heyward.  Chairman  Downing  has  appeared  before  the  Ap- 
propriations Committee  to  ask  for  funds  for  that  act,  despite  the 
fact  that  the  administration  did  not  request  any. 

In  connecion  with  the  Tennessee  Tombigbee  project,  have  all  of 
the  legal  issues  been  resolved,  all  of  the  court  cases  concluded,  in 
connection  with  that  project? 

]Mr.  Bankston.  I  really  cannot  answer  that.  It  was  a  favorable 
decision.  Just  a  couple  of  months  ago  the  decision  was  handed 
down,  and  they  did  proceed  with  some  construction. 

Congressman  Bowen,  would  you  know? 

INIr.  Heyward.  ]My  question  was  addressed  to  when  you  foresaw 
that  that  project  would  be  completed. 

Mr.  BowEX.  The  Federal  District  Court  has  ruled  favorably,  and 
as  I  understand  it,  the  Fifth  Circuit  Court  of  Appeals  is  on  the 
verge  of  issuing  a  ruling  on  it. 

I  had  an  opportunity  during  the  period  I  served  as  Federal- 
State  coordinator  for  JNIississippi  to  review  that  environmental  im- 
pact statement,  and  I  was  very  favorably  impressed  with  it,  and  I 
am  impressed  with  the  fact  that  the  courts  have  upheld  the  environ- 
mental soundness  of  that  project,  and  every  indication  from  what 
we  have  seen  so  far  is  that  it  will  meet  no  further  obstacles. 
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Mr.  Heyward.  I  assume  that  the  State  of  ]Mississippi  will  have 
no  objection  to  complying  with  that  plan,  a  complete  environmental 
impact  statement. 

Under  the  National  Environmental  Policy  Act  that  will  be  re- 
quired before  the  issuance  of  a  permit. 

Mr.  Baxkston.  We  hope  it  will  be  a  requirement,  and  in  antici- 
pation of  that,  much  of  our  work  is  directed  toward  that  end. 

Mr.  EcKHARDT.  May  I  ask  a  question? 

I  am  not  quite  sure  whether  you  gentlemen  are  speaking  in  favor 
of  a  single  offshore  port,  or  are  you  urging  that  there  be  east  gulf 
coast  offshore  port  that  would  serve  as  the  energy  corridor,  or  as 
the  supply  station  for  the  eastern  part  of  the  United  States? 

I  make  this  comment  because  I  note  by  your  map  showing  the 
U.S.  crude  oil  refining  capacity  coastal  regions  I  note  by  that  map 
that  the  gulf  coast  supplies  approximately  7  percent  of  the  total  re- 
fining capacity  is  onshore  from  the  offshore  port  if  it  were  developed 
in  Mississippi,  and  about  63  percent  is  on  shore  from  an  offshore 
port  near  Galveston. 

I  also  note  here,  well,  the  thing  is  if  you  built  only  one  offshore 
port,  you  would  be  talking  about  serving  the  major  portion,  63 
percent  of  the  refining  capacity,  at  a  distance  of  500  miles. 

Now,  certainly  that  would  not  be  feasible. 

Mr.  Bankston.  No,  sir;  we  are  not  advocating  a  single  port. 

What  we  are  suggesting  is  perhaps  reevaluation  of  the  other  two 
which  anticipate  a  continuation  of,  in  effect,  the  same  system  of  con- 
centration of  the  refinery. 

We  advocate  two  or  three  facilities  but  only  if  there  are  customers 
to  put  oil  through  it. 

Mr.  EcKHARDT.  That  is  right,  and  of  course,  the  question  of  the 
customers  will  determine  the  question  of  being  able  to  generate  the 
money  to  build  it. 

Mr.  Bankston.  That  is  right. 

Mr.  EcKHARDT.  Your  map  very  clearly  indicates,  I  think,  a  broad 
picture  of  refining  in  the  general  area,  and  it  shows  about  1.57 
million  barrels  per  day  capacity  exists  roughly  centered  at  Baton 
Eouge,  and  about  2.64  million  gallons  per  day  at  roughly  Houston, 
so  clearly  there  ought  to  be  under  your  concept  at  least  two  ports, 
should  there  not? 

Mr.  Bankston.  Yes,  but  one  should  take  into  acount  the  entire 
crude  supply  system,  for  domestic  and  the  imported  crude,  and  some- 
how optimize  all  of  this  for  the  Nation,  not  solely  for  those  com- 
panies involved,  but  for  the  Nation. 

We  have  at  no  point  advocated  only  one  port  facility. 

Mr.  EcKHARDT.  Well,  I  must  say  I  am  intri.qrued  bv  vour  idea 
of  encouraging  additional  development  in  connection  with  the  energy 
corridor  that  you  envisage,  and  I  suppose  we  certainly  will  ulti- 
mately need  it,  but  I  do  not  think  we  ought  to  neglect  the  present 
refining  capability  and  unless  we  put  the  port  convenient  to  what 
exists,  the  refining  capability  in  the  Gulf  Coast  area,  or  at  least  put 
one  of  the  offshore  ports  in  that  area,  it  would  seem  to  me  that  we 
would  neglect  what  we  have  got  for  some  possible  development  in 
the  future,  do  you  not  agree? 
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Mr.  Bankston.  In  a  general  way,  yes.  You  are  right,  we  are  pri- 
marily focusing  on  the  fact  that  it  should  be  built  near  the  rejfinery 
capacity. 

If  for  example,  there  were  some  genuine  difficulties  with  the  LOOP 
project,  we  would  suggest  then  the  alternative  would  be  to  come  over 
our  way  and  cut  across  Mississippi,  or  up  through  Mississippi  and 
Tennessee  and  tie  back  into  Capline  further  up  the  line. 

Mr.  EcKHARDT.  Thank  you. 

Mr.  Downing.  Thank  both  of  you,  very  much. 

The  Chair  notes  with  great  pleasure  that  the  former  chairman  of 
the  full  committee,  the  Hon.  Edward  A.  Garmatz  is  in  the  com- 
mittee room. 

Chairman  Garmatz  was  chairman  of  this  committee  for  many 
years.  During  that  time  the  Congress  passed  landmark  maritime 
legislation. 

He  was  one  of  the  driving  forces  in  the  passage  of  the  Merchant 
Marine  Act  of  1970,  which  will  give  this  Nation  a  viable  fleet  on 
the  high  seas  in  the  1980's. 

Chairman  Garmatz,  it  is  a  great  pleasure  to  have  you  here  again. 

At  this  time  the  committee  will  adjourn  to  meet  again  on  July 
10  at  10  a.m. 

[Whereupon,  at  11 :45  a.m.,  the  committee  recessed,  to  reconvene 
at  10  a.m.,  Tuesday,  July  10,  1973.] 


OFFSHORE  PORTS  AND  TERMINALS 


WEDNESDAY,  JULY  11,   1973 

House  of  Representatives, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington^  D.C. 

The  committee  met,  pursuant  to  recess,  at  10:12  a.m.,  in  Room 
1334,  Longworth  House  Office  Building,  the  Hon.  Leonor  K.  Sulli- 
van (chairman  of  the  committee),  presiding. 

The  Chairman.  The  committee  will  come  to  order. 

Today  we  are  continuing  our  series  of  hearings  on  the  deepwater 
offshore  ports  and  terminals. 

We  have  had  several  days  of  hearings  before,  hearing  from  vari- 
ous sections  of  industry,  and  people  who  are  very  much  interested  in 
these  deepwater  offshore  ports,  and  we  will  continue  this  hearing 
for  several  more  days. 

Before  I  call  the  first  witness,  I  would  like  to  have  made  part 
of  the  record  a  letter  from  Mr.  Robert  E.  Howe,  president,  Dela- 
ware Bay  Transportation  Co.,  N.Y.,  and  the  statement  and  tables 
that  he  has  submitted  to  us  will  be  made  part  of  the  record  at  this 
point. 

[The  documents  referred  to  follow:] 

June  15,  1973. 
Mr.  RoBEET  E.  Howe, 
Delaware  Bay  Transportation  Co., 
New  York,  N.Y. 

Deae  Me.  Howe:  As  you  are  aware,  the  Committee  on  Merchant  Marine 
and  Fisheries  began  hearings  this  week  on  the  role  that  can  be  played  in 
handling  increases  in  the  importation  of  foreign  crude  oil  by  the  construction 
and  operation  of  deep  water  offshore  terminals.  In  view  of  the  extensive 
planning  which  your  organization  has  undertaken  in  this  field,  I  would  like 
to  invite  you  to  appear  before  the  Committee  on  Tuesday,  July  10,  1973,  to 
discuss  such  matters  relating  to  your  project  as  you  would  consider  to  be  of 
interest  to  the  Committee.  The  purpose  of  the  hearing  is  to  develop  total 
information  on  the  subject,  and  I  feel  that  you  can  provide  the  Committee 
with  important  information. 

The  hearings  will  begin  at  10:00  a.m.,  in  Room  1334,  Longworth  House 
OflBce  Building,  Washington,  D.  C.  I  am  enclosing  a  copy  of  extract  language 
from  the  Committee  Rules  relating  to  testimony,  but  I  would  like  to  add 
to  the  minimum  50  copy  requirement  prescribed  in  the  rule,  a  request  for  25 
additional  copies  of  the  prepared  testimony. 

Any  questions  concerning  the  hearings  may  be  addressed  to  Francis  D. 
Heyward,  StafE  Counsel,  Room  1337-A  Longworth  House  OflBce  Building, 
Washington,  D.  C.  20515,  or  by  telephone  at  202-225-3722. 

The  Committee  looks  forward  with  interest  to  your  testimony. 
Sincerely, 

Leonoe  K.  (Mrs.  John  B.)  Sullivan, 

Chairman. 
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Delaware  Bay  Tbanspoetation  Co., 

Ifew  York,  N.Y.,  June  21,  197S. 
Mr.  John  B.  Sullivan, 

Chairman,  House  of  Representatives,  Committee  on  Merchant  Marine  and  Fish- 
eries, Longworth  House  Office  Building,  Washington,  B.C. 
Dear  Mrs.  Sullivan  :  Referring  to  your  letter  of  June  15,  1973,  I  appreci- 
ate very  much  having  your  kind  invitation  to  appear  before  your  Committee 
at  10:00  A.M.  on  Tuesday,  July  10,  1973  to  discuss  the  proposal  of  Delaware 
Bay  Transportation  Company  for  a  deepwater  tanker  terminal  and  onshore 
pipeline  distribution  system  to  be  located  in  the  lower  Delaware  Bay  near 
Big  Stone  Beach. 

Though  the  terminal  is  presently  prohibited  by  the  Delaware  Coastal  Zone 
Act  of  1971,  we  appreciate  the  opportunity  to  better  acquaint  the  Committee 
with  the  basic  concept  of  the  project  and  the  possibilities  of  this  site  for  a 
deepwater  terminal. 
Sincerely, 

R.  E.  Howe, 
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DELAWARE  BAY  TRANSPORTATION  COMPANY 

A  PROPOSED  DEEPWATER  TANKER  TERMINAL 
AND  ONSHORE  PIPE  LINE  DISTRIBUTION  SYSTEM 

MAY  1,  1972 


SUBMITTED  TO  THE  COMMITTEE  ON 

MERCHANT  MARINE  AND  FISHERIES 

U.  S.  HOUSE  OF  REPRESENTATIVES 

BY  ROBERT  E.  HOWE,  PRESIDENT 

DELAWARE  BAY  TRANSPORTATION  COMPANY 
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Background  and  Purpose 

In  1957  -  1958  three  companies.  Cities  Service  Company,  Gulf  Oil 
Corporation  and  Sinclair  Oil  Corporation,  formed  the  Delaware  Bay  Trans- 
portation Company  and  purchased  approximately  1 ,800  acres  of  land  near 
Big  Stone  Beach,  Delaware  to  build  an  offshore  tanker  unloading  facility  and 
to  construct  adequate  storage  facilities  onshore  for  the  transshipment  of  crude 
oils  via  pipe  line  to  the  Philadelphia  Refinery  area. 

The  Big  Stone  Beach  site  was  selected  because  of  its  proximity  to  the 
natural  deepwater  basin  in  the  lower  Delaware  Bay.     This  location  is  ideal 
for  a  large  tanker  unloading  facility  from  operational  and,  we  believe,  ecological 
viewpoints  . 

At  that  time,  it  was  expected  that  crude  oil  shipments,  from  the  U.S. 
Gulf  Coast  and  particularly  from  overseas  areas  ,  would  continue  to  increase 
rapidly  to  meet  growing  demands  for  oil  products  in  the  area  served  by  the 
Delaware  River  Refinery  complex,  the  major  East  Coast  refining  center. 

Although  the  U.S.  Army  Engineers  had  an  approved  project  at  that  time 
to  deepen  the  Delaware  River  to  a  depth  of  50  feet,  it  was  recognized  that  even 
when  deepened  the  tankers  of  80,000/100,000  dwt.  then  being  constructed  still 
could  not  navigate  the  river  to  the  refining  area.     Therefore,  the  Delaware  Bay 
Transportation  Connpany  proposed  to  construct  a  marine  terminal  in  the  deepwater 
off  Big  Stone  Beach  to  provide  a  viable  solution  to  the  problem. 
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The  rapidly  increasing  worldwide  use  of  mammoth  tankers  to  minimize 
transportation  costs  together  with  the  increasing  dependence  on  offshore  oil  to 
meet  crude  requirements  of  the  East  Coast  refineries  make  the  need  for  a 
deepwater  terminal  even  more  critical  today.    Fixed  unloading  facilities  in  the 
lower  bay  to  accommodate  mammoth  tankers  would,  we  believe,  also  provide 
significant  environmental  benefits  to  the  Delaware  Bay  area.     Modern  super- 
tankers have  excellent  safety  records  .     The  use  of  larger  vessels  would 
significantly  lessen  the  danger  of  collisions  inherent  in  the  use  of  far  greater 
numbers  of  smaller  vessels  to  carry  the  equivalent  cargo  upriver  and  would 
reduce  the  risk  of  spills  by  minimizing  lightering  operations  .    Distribution  by 
pipe  line  from  the  Big  Stone  Beach  Terminal  to  the  refineries  provides  additional 
environmental  protection  due  to  the  reduction  in  river  traffic. 

U.S.  and  East  Coast  Energy  Supply /Demand  Balance  1970  -  1985 

To  put  into  perspective  the  energy  requirements  for  the  U.S.  and  then 
the  East  Coast  for  the  next  fifteen  years  ,  we  have  extracted  pertinent  information 
from  a  recently  completed  National  Petroleum  Council  Study.     This  study  was 
commissioned  by  the  Department  of  Interior  and  represents  the  best  composite 
forecasts  fromi  industry  and  government  of  1970  -  1985  energy  requirements 
assuming  continuation  of  current  national  energy  policies  .     Table  I,  attached, 
shows  the  U.  S.  Energy  Supply A^emand  Balance  for  1970  -   1985.     Table  II, 
attached,   shows  the  detailed  U.S.  Petroleum  Supply /Demand  Balance  for  the 
same  period.    In  summary,  these  tables  show  that: 


22-635  O  -  73  -  43 
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^         U.S.  petroleum  supplies  from  domestic  sources,  assuming 

no  basic  change  in  Government  policies  ,  will  remain  relatively 
constant  during  the  period  1970  -   1985. 

A         U.S.  petroleum  demand  in  1985  will  be  approximately  1  .8 
times  greater  than  that  in  1970. 

A        U.S.  self-sufficiency  of  petroleum  supply  will  decline  from  a 
ratio  greater  than  75%  to  a  level  less  than  45%. 

A  Total  imports  of  foreign  oil  into  the  U.S.  will  have  to  increase 
by  3.9  million  barrels  per  day,  or  over  100%  between  1970  and 
1975. 

A  The  level  of  imports  thereafter  will  have  to  increase  substantially, 
reaching  a  projected  level  of  14.8  million  barrels  per  day  in  1985, 
about  4.3  times  greater  than  the  import  level  for  1970. 

The  projected  levels  of  petroleum  imports  required  in  the  1970  -  1985 
period  confirm  the  critical  need  for  new  marine  facilities  capable  of  handling  the 
Very  Large  Crude  Carriers  (VLCC's)  that  must  be  used  to  transport  these  volumes. 
While  future  discoveries  of  significant  reserves  of  crude  oil  on  the  outer  contin- 
ental shelf  of  the  East  and  Gulf  Coast  would  supplement  available  domestic  supplies, 
large  volumes  of  imported  foreign  crude  oil  would  still  be  required  to  meet  the 
energy  demand. 
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Turning  to  projected  East  Coast  (District  I)  energy  requirements  ,  the 
NPC  Study  indicates  that  the  East  Coast  (New  England,  Middle  Atlantic,  and 
South  Atlantic  States)  presently  consumes  almost  one-third  of  the  nation's 
energy  requirements  and  almost  40%  of  the  petroleum  products  consumed  nation- 
wide.     By  1985,  the  projected  demand  for  energy  fuels  for  just  the  East  Coast 
is  forecast  to  exceed  the  present  demand  for  petroleum  for  the  entire  fifty  states 
of  the  nation . 

EAST  COAST  ENERGY  DEMAND 
(Mil.  BPD  Crude  Oil  Equivalent) 

District  I  1970  1980  1985 


Petroleum 

5.8 

8.9 

10.2 

Natural  Gas -Coal 

4.2 

4.2 

3.5 

Hydro -Nuclear 

0.3 

2.3 

4.9 

Total  10.3  15.4  18,6 


MIDDLE  ATLANTIC  STATES 


PART  OF  DISTRICT  I 


1970  1980  1985 


Petroleum 

2.6 

4.0 

4.5 

Natural  Gas -Coal 

2.3 

2.0 

1.6 

Hydro-Nuclear 

0.1 

1  .1 

1.9 

Total  5.0  7.1  8.0 

Virtually  all  of  the  petroleum  requirements  on  the  East  Coast  are  supplied 
from  sources  outside  the  area --primarily  by  tanker  and  pipe  line  from  refineries 
and  producing  fields  in  the  Gulf  Coast  and  from  offshore  imports  .     Table  III, 
attached,  details  the  East  Coast  petroleum  supply/demand  situation  as  it  has  existed 
from  I960  to  1970. 
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The  East  Coast  petroleum  demand  over  the  last  decade  has  increased 
about  220,000  barrels  per  day  annually.    Half  of  this  growth  was  supplied  from 
other  districts  and  the  balance  from  imports  .    Demand  for  petroleum  products 
over  the  next  fifteen  years  is  forecast  to  increase  300,000  barrels  per  day 
annually.     The  ability  of  the  industry  to  supply  this  increased  East  Coast  demand 
from  other  districts  will  depend,  primarily,  on  the  availability  of  domestic  crude 
and/or  refined  products  from  the  Gulf  Coast  area. 

Domestic  production  of  crude  oil,  however,  is  not  expected  to  increase 
significantly  above  present  levels  (see  Table  11)  so  that  increasing  amounts  of 
water-borne  foreign  imports  will  be  necessary  to  meet  the  growing  demands  on 
the  East  Coast  requiring  new  deepwater  unloading  facilities  and  significant 
expansion  of  refining  capacity  and  associated  storage  facilities  . 

U.  S.  Tanker  and  Terminal  Requirements 

The  prospect  of  having  to  increase  water-borne  imports  into  the  U.  S. 
from  1970  to  1985  at  rates  of  six  to  seven  times  the  import  rate  of  the  1960's 
adds  a  completely  new  dimension  to  U .  S.  supply  logistics,  particularly  with 
respect  to  the  size  of  tankers  to  be  accommodated  and  the  attendant  port  and 
storage  facilities  required. 

Tankers  in  the  international  petroleum  trade  during  the  1971  -  1985 
period  will  generally  range  in  200,000  dead  weight  ton  (dwt.)  size  or  larger. 
Depending  on  the  ship's  design,  these  vessels  will  have  a  draft  of  65  feet  or 
more.    Since  there  are  no  ports  in  the  U.S.  presently  capable  of  handling 
vessels  of  this  size,  new  deepwater  terminals  will  be  required  to  accommodate 
these  foreign  crude  imports  . 
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To  demonstrate  the  rapid  growth  in  tanker  size.  Figure  I  (Page  7)  shows 
that  at  the  end  of  1971  there  were  more  than  231  tankers  above  150,000  dwt .  in 
service.    Additionally,  another  334  vessels  in  this  class  were  on  order  or  under 
construction. 

Refinery  Expansions  and  Additions 

U.S.  refining  capacity  requirements  in  1985  are  estinnated  at  more  than 
20  million  barrels  per  day  compared  to  10.9  million  barrels  per  day  in  1970  as 
shown  on  Table  11.     To  meet  this   10  million  barrel  per  day  additional  requirement 
for  refining,  capacity  will  necessitate  refinery  construction  at  a  rate  2-1/2  times 
greater  than  the  last  decade.    Since  East  Coast  refineries  presently  supply  less 
than  25%  of  petroleum  requirements  on  the  Eastern  Seaboard,  the  changing  supply 
outlook  will  necessitate  considerable  expansion  of  capacity  relative  to  demand 
levels  on  the  East  Coast.     These  expanded  facilities  will  be  running  imported 
crude  transported  in  VLCC's  which  necessitates  the  need  for  a  deepwater  facility 
in  the  lower  Delaware  Bay. 

From  the  foregoing,  it  is  apparent  that  additional  refining  capacity  and 
attendant  transportation  facilities  must  be  constructed  on  the  East  Coast  soon  to 
avoid  a  serious  petroleum  energy  deficit. 

Delaware  Bay  Transportation  Company  -  Proposed  Facilities 

The  present  owners  of  the  Delaware  Bay  Transportation  Company  are 
Atlantic  Richfield  Company,  BP  Oil  Corporation,  Cities  Service  Company,  and 
Gulf  Oil  Corporation.     Ten  other  companies  have  joined  these  four  to  explore 
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FIGURE  I 
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feasibility  of  a  deepwater  unloading  facility  off  Big  Stone  Beach  in  the  lower 
Delaware  Bay  and  a  pipe  line  distribution  system  to  Philadelphia  area  refineries. 
The  other  ten  companies  are:    American  International  Oil  Company,  Ashland  Oil 
Inc.  ,  Continental  Pipe  Line  Company,  Getty  Oil  Company,  Humble  Oil  &  Refining 
Company,   Mobil  Oil  Corporation,  Phillips  Petroleum  Company,  Shell  Oil  Company, 
Sun  Oil  Company  and  Texaco  Inc. 

These  fourteen  companies  represent  a  substantial  section  of  the  petroleum 
industry.     Collectively,   they  have  East  Coast  refining  capacities  of  over  a  million 
barrels  per  day.     This  capacity  plays  a  vital  part  in  meeting  East  Coast  energy 
needs  . 

After  extensive  study,  these  fourteen  large  companies  with  their  own  and 
consultant  expertise  (Table  IV)  have  concluded  that  the  best  method  of  supplying 
current  and  future  petroleum  requirements  to  East  Coast  refineries  from  the 
standpoints  of  minimizing  cost,  and  maximizing  environmental  safety  is  to 
construct  the  facilities  shown  schematically  in  Figure  11  (Page  9).     The  key 
elements  of  the  Delaware  Bay  Transportation  Company's  proposed  project  are 
summarized  as  follows: 

^         The  use  of  large  VLCC's  for  the  importation  of  near  and  long 
term  petroleum  requirements  .     Forecasted  import  volumes 
from  the  fourteen  participant  companies  are  900,000  B/D  in 
1975,  growing  to  2,000,000  B/D  in  1985. 

A         An  offshore  marine  unloading  dock  approximately  six  and  one- 
half  miles  off  Big  Stone  Beach,   Delaware  in  the  existing  deepwater 
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basin  of  the  Delaware  River  . 

^         Submerged  pipe  lines  connecting  the  dock  faciUties  to  the 
tank  storage  installation  on  shore. 

f         Ultimately,  about  21  million  barrels  of  onshore  tank  storage 
located  on  the  Delaware  Bay  Transportation  Company's 
property  at  Big  Stone  Beach.     Under  this  proposal,  there  will 
be  no  manufacturing  facilities  constructed  on  this  property. 

f         An  onshore  underground  pipe  line  from  the  storage  facilities 
to  the  Philadelphia  area  refineries. 

The  feasibility  of  marine  terminal  facilities  to  accommodate  VLCC's  has 
been  demonstrated  by  the  successful  operation  of  facilities  such  as  those  located 
at  Bantry  Bay  in  Ireland;   Kagashima ,  Japan;  and  Chimu  Wan.   Okinawa. 

General  Environmental  Design  Consideration 

The  offshore  dock  facilities,  the  offshore  pipe  lines,  the  onshore  storage 
and  the  distribution  pipe  Une  to  the  refinery  area  will  be  equipped  with  the  latest 
and  most  sophisticated  anti -pollution  devices  available  to  the  industry.     These 
faciHties  will  be  designed  to  meet  all  applicable  codes  and  regulations  dealing 
with  construction,   operational  safety  and  air  and  water  quality  standards  using 
the  best  equipment  available. 

Independent  consultants  ,  as  required,  will  be  used  to  provide  knowledge 
and  expertise  to  be  certain  that  all  safeguards  have  been  taken  to  assure  the 
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minimum  disturbance  to  the  environment.    Such  experts  will  be  utilized  in  the 
areas  of  marine  biology,  plant  botany,  noise  and  pollution  abatement,  archeology 
and  other  disciplines  as  may  be  needed.     These  consultants  would  also  be  used 
to  provide  advice  relative  to  the  ecological  environment  in  the  period  before, 
during,  and  after  construction  of  the  facilities  to  assure  complete  consideration 
of  pertinent,  appropriate  factors. 

One  example  would  be  the  use  of  consultants  to  make  an  ecological  survey 
and  profile  of  the  area,  including  the  waters  of  the  bay,  before  operations  were 
begun,  to  establish  a  base  for  environmental  monitoring. 

Specific  Environmental  Design  Concepts 

The  following  design  concepts  will  be  employed  to  assure  that  all  the 
facilities  to  be  constructed  afford  maximum  pollution  and  environmental  protection. 

1  .     Dock  Facilities 

a.  The  projected  design  of  three  berths  and  the  adequate  sizing  of 
offshore  pipe  lines  will  enable  a  ship's  pumps  to  discharge  at  high 
rates  without  requiring  high  pump  head  pressures  .     Discharge  at 
the  dock  will  be  through  large  diameter  hydraulically  operated 
unloading  arms  .     Each  arm  will  be  equipped  with  quick  disconnect 
couplings  ,  enabling  a  vessel  to  be  moved  quickly  away  from  the 
dock  area  in  event  of  an  emergency. 

b.  Adequate  ballast  handling  and  treating  facilities  will  be  provided. 
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c.  Bunkering  and  ship's  boiler /drinking  water  will  be  provided. 

d.  The  petroleum  unloading,  ballasting  and  bunkering  facilities 
will  be  designed  as  independent  self-contained  systems. 

e.  The  ship's  sea  valves  will  be  closed  and  lashed  to  insure  that 
no  discharges  can  be  made  into  the  bay  during  unloading, 
ballasting,  or  bunkering  operations. 

f .  A  tug  will  be  standing  by  during  unloading  operation  to  deploy 
oil  spill  containment  booms  and  provide  fire  fighting  equipment, 
if  either  should  be  required.    A  supply  of  approved  dispersants 
and  absorbents  will  also  be  available  on  the  dock. 

g.  Dock  lighting  will  meet  or  exceed  U.S.  Coast  Guard  requirements. 
Traffic  control  systems  and  the  latest  radar  and  radio  equipment 
will  be  installed;  a  Doppler  System  will  be  incorporated  to  provide 
as  fine  a  control  as  is  possible  during  berthing  operation  of  a 
vessel.    Infra-red  sensors  will  also  be  used  to  assist   in  detecting 
any  spills  during  night  operations  . 

h.      The  International  Oil  Tanker  and  Terminal  Safety  Guide  (I.O  .T  .T.S  .G. 
recommendations  will  be  applied  at  the  terminal  as  the  minimum 
operating  standards. 

2  .     Offshore  and  Onshore  Pipe  Lines 
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a.  Existing  industry  specifications  and  codes  will  be  used  for  the 
design,  construction  and  operation  of  these  pipe  lines  .     These 
specifications  and  codes  have  complete  industry  and  government 
acceptance  and  would  include  those  of  the  American  Petroleum 
Institute  (API),  the  American  Society  of  Testing  Materials  (ASTM) 
and  the  pipe  line  design  codes  of  the  U.S.  Department  of  Trans- 
portation (DOT). 

b.  The  onshore  pipe  line  will  be  constructed  along  existing  right-of- 
ways  where  feasible,  avoiding  the  coastal  marshlands  wherever 
possible • 

c  .      The  onshore  and  offshore  lines  will  be  buried  at  depths  sufficient 
to  provide  ample  protective  cover.     Before  being  laid,  the  line 
pipe  will  be  pressure  tested  and  X-rayed  to  detect  and  correct  any 
flaws.    After  installation,  the  lines  will  be  hydrostatically  tested 
at  pressures  above  operating  pressures  . 

d.  The  pipe  will  be  externally  coated  to  prevent  corrosion.    Additionally, 
cathodic  protective  devices  will  be  installed  to  prevent  corrosion 
during  operation. 

e.  Automatic  shut-off  valves     at  appropriate  intervals  will  be  installed 
and  the  line  continuously  monitored  for  quick  shut  down  of  the 
facilities  in  event  of  emergencies. 
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3  .    Onshore  Storage  Facilities 

a.  The  onshore  storage  tanks  will  be  welded  steel  with  floating 
roofs  to  minimize  emission  of  hydrocarbon  vapors. 

b.  The  tanks  will  be  enclosed  with  dikes  to  contain  any  possible 
oil  spill.    Storm  waters  entrained  in  the  dike  area  will  be 
filtered  through  a  separating  facility  before  release  to  remove 
any  oil  contamination. 

c  .      A  foam  system  will  be  provided  to  blanket  the  tanks  with  foam 
in  case  of  fire.    Appropriate  fire  codes  and  regulations  will  be 
followed  in  locating  tanks  and  designing  dikes  and  fire  foam 
facilities  . 

d.  Ballast  treating  facilities  will  consist  of  gravity  settling, 
followed  by  chemical  and  air  flocculation.     The  treated  ballast 
water  will  meet  Federal  and  State  of  Delaware  water  quality 
standards  before  any  release  of  treated  ballast  is  made. 

e.  Fresh  water  usage  at  the  terminal  will  be  minimal. 

f .  Proper  and  adequate  sanitary  facilities  will  be  provided 
including  facilities  necessary  to  receive  ship  generated  sewage 
and  waste . 

4 .     Environmental  Aspects  of  Marine  Traffic 
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We  believe  the  use  of  VLCC's  will  actually  lessen  the  risks  of  spills 
and  marine  emergencies  throughout  the  length  of  the  Delaware  River.  Two 
of  the  major  reasons  for  this  are: 

a.  The  use  of  larger  vessels  significantly  lessens  the  danger 
of  accidental  collisions  inherent  in  the  use  of  far  greater 
number  of  snialler  vessels  to  carry  the  same  equivalent 
cargo.     The  implementation  of  this  project  will  result  in 
a  substantial  reduction  of  smaller  sized  tanker  traffic 
along  the  Delaware  River  as  shown  in  Figure  III,  Page  16. 

b.  Large  tankers  mean  fewer  tankers  with  less  possibility  of 
collisions  and  groundings  .     Fewer  tankers  mean  fewer  cargo 
transfers  .     The  project  would  confine  the  VLCC's  to  a  specific 
part  of  the  lower  Delaware  Bay  rather  than  requiring  these 
tankers  to  traverse  the  entire  area.     This  single  location  can 
be  most  effectively  managed  and  supervised. 

Economic  Benefits  from  the  Project 

The  Delaware  Bay  Project  is  designed  to  realize  the  economies  of  large 
scale  long  distance  transportation  of  crude  oil  in  VLCC's  .    As  such,  the  primary 
economic  benefit  of  this  project  to  both  the  oil  industry  and  the  East  Coast 
consumer  is  the  potential  for  minimizing  the  transportation  cost  of  foreign  oil 
to  East  Coast  refineries.     These  potential  savings  in  transportation  are  particularly 
significant  considering  the  recent  and  projected  increases  in  the  cost  of  foreign  oil. 
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FIGURE  lU 
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Of  immediate  benefit  to  the  State  of  Delaware  is  the  substantial  increase 
in  the  tax  base  for  the  state  and  surrounding  counties  .     Ta^es  generated  from 
this  facility  can  be  utilized  to  provide  various  public  and  social  services  for  all 
citizens  in  the  area. 

Expenditures  for  ship's  services  and  supplies  for  vessels  arriving  at  Big 
Stone  Beach  are  estimated  to  generate  requirements  for  local  services  of  approxi- 
mately $300,000  annually  per  vessel  or  a  total  of  $20  to  $30  million  per  year  by 
1985  for  vessels  unloading  at  the  terminal.    It  is  estimated  that  expenditures  in 
the  area  for  the  operation  and  maintenance  of  the  facilities  will  be  initially 
$4,000,000  annually  increasing  to  $8,000,000  by  the  late  1980's. 

Alternatives  to  Delaware  Bay  Transportation  Company  Project 

In  reaching  the  conclusion  that  the  lower  Delaware  Bay  deepwater  unloading 

facility  is  necessary,  the  participants  reviewed  and  evaluated  several  alternatives. 
1  .      Status  Quo;    Maintain  the  status  quo  condition  despite  indications 
that  VLCC's  will  be  required  to  transport  imported  crude  to  the 
area.     This  means  bringing  in  VLCC's  as  far  up  the  bay  as  possible, 
anchoring  and  lightering  their  cargo  to  smaller  tankers  and/or  large 
barges  .     The  potential  for  this  practice  is  limited,  and  in  any  case, 
it  would  involve  a  great  increase  in  traffic  up  the  river  as  well  as 
a  greater  potential  risk  of  oil  spills  in  the  lightering  operations  . 

2.      Delaware  River  Dredging:    The  present  navigable  channel  is  dredged 
to  40  feet  throughout  most  of  its  length.     The  Army  Corps  of 
Engineers  spends  approximately  $6  million  annually  to  maintain 
the  channel  at  this  depth. 
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Recent  studies  by  the  Corps  of  Engineers  have  shown  that  the 
probable  maximum  channel  depth  would  be  only  about  50  feet  due 
to  rock  constraints  .     The  cost  of  dredging  to  the  50  foot  depth  is 
estimated  to  be  in  excess  of  $750  million.     Even  with  this  50  foot 
depth,  vessels  in  excess  of  120,000  dwt .  could  not  be  accommodated 
because  of  their  length  and  their  inability  to  navigate  bends  in  the 
channel. 

Offshore  Mono-mooring  Facilities:   A  series  of  Single  Point  Mono- 
moorings   (SPM)  could  be  installed  out  to  sea  and  away  from  the 
coastline.     Because  of  relatively  rough  seas  off  the  U.S.  Atlantic 
Coast  north  of  Hatteras  ,   experience  indicates  there  will  be  a  high 
percentage  of  lost  time  when  vessels  will  be  unable  to  moor  to  the 
SPM  for  discharging  cargo  and  thus  this  is  not  an  attractive  economic 
alternative  to  this  project. 

Offshore  Man-made  Islands:    The  U.S.  Department  of  Commerce 
has  been  studying  the  U.S.   shoreline  as  to  feasible  locations  for 
deepwater  port  facilities  .     One  such  location  is  near  the  mouth  of 
the  Delaware  Bay  in  Federal  waters  .     From  the  preliminary  study 
data  that  has  been  made  available,  it  is  evident  the  capital  require- 
ments are  far  in  excess  of  the  proposed  Delaware  Bay  Project  and 
would  thus  be  more  difficult  to  economically  justify.    Additionally, 
an  offshore  island  would  not  reduce  bay  and  river  traffic  unless  the 

additional  cost  of  the  pipe  line  distribution  system  can  be  incorporated, 
further  reducing  the  economic  feasibility. 


22-635    O  -  73  -  44 
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5.       Locations  Outside  of  the  U.  S.;    There  are  several  locations 
outside  the  Continental  U.S.  that  have  or  could  be  developed 
as  transshipment  terminals  to  handle  VLCC's.     Potential 
installations  exist  in  Eastern  Canada  and  the  Caribbean. 

While  such  transshipment  terminals  could  supply  the  petroleum 
requirements  of  the  U.S.  East  Coast,  there  are  major  dis- 
advantages including: 

a.  The  traffic  on  the  upper  Delaware  River  would  not  be 
reduced . 

b.  The  delivered  cost  will  be  higher  due  to  multiple  handling 
through  a  terminal  and  delivery  in  smaller  size  vessels. 

c.  The  U.S.  would  continue  to  be  dependent  upon  foreign 
deepwater  port  facilities  controlled  by  other  countries. 

sj;        5i<        j}c        ;{<        :ic        5!<        s;e        ^e        5;< 

In  summary, 

1.  Deepwater  port  facilities  to  accommodate  VLCC's  are  a  necessity 
for  economics,   environmental,  and  national  security  reasons  in 
order  to  meet  rapidly  increasing  demands  for  petroleunn  along  the 
East  Coast. 

2.  The  deep  and  sheltered  water  of  the  Delaware  Bay  in  proximity  to 
the  refining  center  of  the  East  Coast  offers  the  best  and  safest  site 
for  such  a  terminal. 
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3.      We  firmly  believe  that  the  privately  financed  deepwater  dock, 
tankage  and  pipe  line  to  refineries  as  proposed  by  the  Delaware 
Bay  Transportation  Company  offers  the  best  solution  to  the 
problem  of  handling  tanker  shipments  in  the  Delaware  River 
that  are  and  will  continue  to  increase  to  meet  forecasted  energy 
demands  . 


Attachments 
May  1  ,   1972 
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TABLE  I 


U.S.  ENERGY  SUPPLY   -  DEMAND  1970-85 
(Mil  BPD  Crude  Equivalent) 


Petroleum 
Natural  Gas 
Coal 
Nuclear 
Hydro 


1970  1980  1985 


14.4 

22.3 

25.7 

11.0 

10.6 

10,5 

6.2 

9.4 

10.9 

0.1 

4.5 

10.2 

1.2 

1.6 

1.7 

Total  Demand  32.9  48.4  59.0 


ENERGY  SUPPLY 

Domestic 

Petroleum  10.9  11.5  11.1 

Natural  Gas  10.6                          8.8  7.5 

Coal  6.2                         9.4  10.9 

Hydro -Nuclear  1  .3                          6. 1  11.9 

Total  Domestic  29.0  35.8  41.4 


Foreign 

Petroleum 

3.5 

10.9 

14.6 

Gas 

0.4 

1.8 

3.0 

Total  Foreign 

3.9 

12.7 

17.6 

Total  Supply 

32.9 

48.5 

59.0 
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TABLE  m 


U.  S.  EAST  COAST  SUPPLY   -  DEMAND  1960-70 
(000  BPD) 


1960  1970 


Demand 

3,820 

Processing  Gain  & 

Stock  Change 

(21) 

New  Supply 

3,799 

eceipts  from  Other 

Districts: 

Crude 

520 

Products 

1,853 

5,996 

20 
6,016 

Local  Production  54  56 


681 
2,832 

Total  2,373  3,513 

Imports : 

Crude  667  579 

Products  705  1  ,868 

Total  1,372  2,447 

Total  Supply  3,799  6,016 
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TABLE  IV 

SUMMARY  OF  OUTSIDE  CONSULTANTS 
USED  IN  FEASIBILITY  STUDY 

Roy  M.  Henwood  Associates  of  Millburn,  N.J.  engaged  to  make 
preliminary  design  studies  .     These  consultants  also  made  a  hydro- 
graphic  study  of  the  area,  topographic  survey  of  the  land  and  subsoil 
test  borings  onshore  as  well  as  offshore.     The  cores  were  given  to 
the  Geological  Department,  University  of  Delaware.    Preliminary 
study  costs  were  $200,000. 

Descon  Engineers  (now  Divcon)  of  Houston,  an  internationally  known 
group  to  study  the  cost  and  design  of  alternate  type  of  offshore  terminal 
facilities . 

A.  H.  Glenn  and  Associates  of  New  Orleans  to  conduct  research  and 
analysis  of  meteorological  and  oceanographic  factors  in  the  lower 
Delaware  Bay  which  might  affect  the  design  of  the  offshore  facilities 
and  the  operation  of  the  tankers  at  these  terminal  facilities  . 

M.  B.  Gardner  Company,  Roselle  Park,  N.  J.,  consulting  engineers 
on  thermodynamics  . 

Additionally,  the  U.S.  Army  Corps  of  Engineers  made  available  results 
of  soundings  at  the  proposed  marine  terminal  area  and  out  to  sea,  and 
rechecked  existing  depth  charts  . 


690 

The  Chairman.  Our  first  witness  this  morning  is  an  ex-member 
of  this  committee,  and  very  able  member  from  the  State  of 
Alabama,  the  Hon.  Jack  Edwards. 

STATEMENT  OE  HON.  JACK  EDWARDS,   A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  ALABAMA 

Mr.  Edwards.  Thank  you  so  much  Madam  Chairman,  for  that 
kind  introduction.  I  am  appearing  today  to  present  my  thoughts 
on  the  need  for  deepwater  ports  in  America  and  on  the  correspond- 
ing need  for  the  Congress  and  this  committee  to  continue  to  exercise 
leadership  in  this  important  area.  I  commend  the  chairman  and 
the  members  of  this  committee  for  the  interest  you  have  already 
shown  in  the  subject  of  deepwater  port  facilities. 

Our  acute  energy  shortage  has  been  brought  to  the  attention 
of  every  American  in  recent  months.  We  have  learned  just  how 
much  we  rely  on  petroleum  products  to  keep  the  country  and  the 
economy  moving.  We  have  seen  how  our  fuel  needs,  our  balance  of 
payments,  the  strength  and  stability  of  the  dollar,  the  health  of  our 
domestic  economy,  and  our  national  defense  posture  are  so  tightly 
interwoven  that  if  one  strand  frays,  all  the  others  are  affected. 

We  rely  heavily  on  oil  imports  to  satisfy  our  energy  needs.  This 
reliance  will  not  diminsh  in  the  foreseeable  future,  and  many 
experts  believe  it  will  increase  significantly.  It  is  an  urgent  priority, 
then,  that  the  United  States  have  the  best,  most  economical  port 
system  to  handle  oil  imports. 

Deepwater  ports  will  be  needed  because  the  fuel  will  reach  the 
United  States  in  supertankers  of  unprecedented  size.  Since  our 
natural  ports  cannot  handle  these  huge  vessels,  we  must  construct 
offshore  terminals  which  can  cope  with  supertankers.  The  Maritime 
Administration  reports  that  if  we  do  not  build  our  own  deepwater 
port  facilities,  we  will  have  to  rely  on  transshipment  through 
neighboring  foreign  terminals,  such  as  in  Canada,  the  Bahamas  or 
elsewhere.  This  would  heighten  our  already  dangerous  reliance  on 
outside  sources  and  our  unfavorable  outflow  of  dollars. 

Mr.  Chairman,  I  believe  the  need  for  deepwater  ports  is  both 
evident  and  immediate.  I  urge  this  committtee  to  move  expeditiously 
toward  legislation  which  will  accelerate  the  construction  of  super- 
ports.  We  need  legislation  which  insures  the  environmental  sound- 
ness of  ports,  setting  up  stringent  but  reasonable  environmental 
criteria  to  protect  our  beaches  and  marine  life.  Just  as  the  secondary 
economic  benefits  of  deepwater  ports  (refineries,  general  industrial- 
ization, petrochemical  plants)  must  be  considered,  so  must  the  cor- 
responding secondary  environmental  impact  be  evaluated. 

While  it  may  not  be  the  specific  task  of  this  committee  to  consider 
the  sites  for  deepwater  port  facilities,  I  will  touch  briefly  on  the 
advantages  of  the  Ameraport,  off  the  coast  of  Alabama  and 
Mississippi.  A  July  report  of  the  U.S.  Army  Corps  of  Engineers 
found  after  extensive  study  that  the  development  of  deepwater 
ports  along  the  gulf  coast  is  economically  and  environmentally 
feasible,  that  in  fact  two  or  three  ports  in  the  gulf  coast  area  are 
economically  desirable. 

The  Ameraport  off  Alabama  and  Mississippi  is  uniquely  within 
the  gulf  coast  area.  Transportation  costs  to  the  southeastern  and 
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eastern  States  would  be  reduced.  Completion  of  the  Tennessee- 
Tombigbee  Waterway  and  a  deepwater  port  in  the  Gulf  of  Mexico 
should  fall  into  approximately  the  same  construction-completion 
time  frame.  The  Tennessee-Tombigbee  Waterway,  joining  forces 
with  the  waterways,  highways,  and  railroads  of  the  area,  will 
connect  the  Gulf  of  Mexico  with  mid-American  by  a  strong,  reliable, 
balanced  transportation  system. 

Ameraport  embodies  sound  national  security  since  its  location  off 
Alabama  and  Mississippi  would  disperse  refineries  rather  than  crow- 
ding them  into  areas  already  heavily  populated  with  these  facilities. 
Ameraport  provides  better  nautical  safety  and  reduced  possibility 
of  oil  spills  by  minimizing  the  traffic  of  supertankers  in  areas  with 
numerous  oil  and  gas  production  platforms. 

Many  other  arguments  could  be  offered  in  favor  of  deepwater 
ports  generally  and  Ameraport  specifically.  But  perhaps  the  impor- 
tant entreaty  to  make  to  this  committee  is  that  a  bill  be  reported  in 
the  near  future  which  will  provide  the  legislative  fuel  to  drive  the 
deepwater  port  issue  to  the  point  that  the  United  States  leads  the 
world  in  superport  capability  and  efficiency. 

The  Chairmax.  Thank  you  for  an  excellent  statement. 

Mr.  Edwards.  Thank  you.  Madam  Chairman. 

The  Chairman.  Our  next  witness  this  morning  is  Mr.  Edwin  M. 
Hood,  president.  Shipbuilders  Council  of  America. 

Mr.  Hood,  would  you  come  to  the  table? 

I  think  your  statement  is  such  that  if  you  wish  to  just  read  it, 
you  may  go  ahead,  and  then  we  will  have  some  questions. 

STATEMENT    OF   EDWIN   M.    HOOD,    PRESIDENT,    SHIPBUILDERS 
COUNCIL  OF  AMERICA,  WASHINGTON,  D.C. 

Mr.  Hood.  Madam  Chairman,  members  of  the  Committee,  your 
invitation  to  submit  pertinent  views  on  shipbuilding  in  the  context 
of  your  current  hearings  on  the  subject  of  deepwater  offshore  termi- 
nals is  very  much  appreciated.  In  using  the  generic  term  of  deep- 
water  offshore  terminals,  it  is  assumed  that  either  artificial  islands, 
single-point  mooring  systems,  fixed  platforms  or  floating  platforms 
to  facilitate  the  importation  of  oil  are  intended.  We  leave  to  others, 
with  special  expertise,  the  task  of  evaluating  the  relative  merits 
and  economics  of  these  various  types  of  terminals. 

Needless  to  say,  my  comments  today  reflect  the  views  of  our 
membership,  particularly  those  now  engaged  in,  or  contemplating, 
the  construction  of  very  large  crude  carriers  (VLCC's)  of  200,000  dwt 
the  construction  of  very  large  crude  carriers  (VLCC's  of  200,000  dwt 
and  over. 

All  projections  we  have  seen  indicate  that  the  present  tendency 
toward  large  tankers  will  continue  indefinitely  into  the  future. 
The  fundamental  economics  of  ocean  transportation  and  the  in- 
creasing, almost  universal,  demand  for  energy  supplies  are  shaping 
and  propelling  this  trend. 

Here  in  the  United  States,  with  some  degree  of  reliance  on 
imports  of  crude  oil  an  dpetroleum  products  from  foreign  sources 
unavoidable,  these  same  factors  are  having  a  profound  influence. 

"WTiereas,  in  recent  history,  with  the  exception  of  the  SS  Manhattan 
of  110,000  dwt   delivered  in   late   1962,  American  shipyards  were 
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building  small  tankers  in  the  range  of  30,000-50,000  dwt,  the  order- 
book  today  for  the  U.S.  shipbuilding  industry  includes  tankers  up 
to  and  including  265,000  dwt. 

Additionally,  there  are  several  pending  contracts,  now  under 
negotiation,  involving  380,000  dwt  tankers.  If  these  materialize, 
it  should  be  noted  that  a  new  shipyard  facility  will  come  into  being 
at  Galveston,  Texas. 

The  world  tanker  fleet  is  forecast  to  increase,  on  a  tonnage  basis, 
by  4.7  percent  annually  until  1990,  but  the  profile  of  that  fleet  will 
change  considerably.  In  1975,  it  has  been  predicted  that  47  percent 
of  the  tonnage  of  these  tankers  will  be  in  vessels  of  115,000  dwt 
and  over.  The  comparable  figure  in  the  same  size  category  for  1980 
has  been  placed  at  64  percent,  and  for  1990  at  76  percent. 

At  the  moment,  13  tankers  in  this  category  are  under  construction 
in  the  United  States,  and  520  are  being  built  in  the  shipyards  of 
other  countries. 

As  has  been  frequently  noted,  approximately  5  percent  of  all 
U.S.  oil  imports,  by  volume,  are  transported  in  American-flag, 
American-built  bottoms,  and  the  balance — about  95  percent — is 
carried  by  foreign-flag,  foreign-built  tankers.  That  ratio  has  pre- 
vailed for  some  while. 

Even  with  the  passage  of  legislation  to  reserve  up  to  30  percent 
of  U.S.  oil  imports  for  U.S.  tankers,  which  has  been  sponsored  or 
cosponsored  by  136  members  of  the  House  of  Representatives — 
including  the  chairman  and  many  members  of  this  distinguished 
committee,  it  is  clear  that  a  considerable  number  of  foreign-flag 
tankers  will  long  be  bringing  oil  to  our  country. 

It  would  seem  equally  clear  that  the  availability  of  either  shore- 
side  or  offshore  terminal  facilities  to  accommodate  either  American- 
flag  or  foreign-flag  VLCC's  is  important  to  the  transportation 
matrix  surrounding  the  importation  of  energy  supplies  in  both  the 
near  term  and  long  term  future. 

Most  U.S.  ports  by  reason  of  channel  depths,  however,  are 
seriously  limited  in  the  sizes  of  tankers  which  can  be  handled  under 
full  load.  Few  can  accommodate  ships  over  65,000  dwt  fully  loaded. 
None  can  handle  fully  loaded  tankers  of  over  90,000  dwt.  VLCC's 
of  over  200,000  dwt  require  60  to  100  feet  of  water  for  operation, 
and  only  in  the  Puget  Sound  area  of  the  Pacific  Northwest  would 
operation  of  these  supertankers  be  possible. 

Ecological,  geological,  geographic,  and  economic  implications,  in 
combination,  preclude  the  deepening  of  channels  to  facilitate  VLCC's 
of  increasing  dimensions.  Thus,  the  offshore  deepwater  terminal 
takes  on  a  greater  significance  as  the  Congress  and  policymakers 
seek  to  forge  a  realistic  and  effectual  national  energy  policy. 

It  is  the  consensus  of  our  membership  that  the  construction  and 
operation  of  some  form  of  offshore  terminals  are  inevitable.  We 
recognize  that  jurisdictional  issues  must  be  appropriately  resolved 
and  that  environmental  concerns  must  be  satisfactorily   dispelled. 

In  these  respects,  it  is  the  position  of  our  organization  that  future 
energy  needs  and  the  understandable  apprehensions  of  ecologists 
are  not  irreconciliable :  they  can,  and  must,  be  brought  into  con- 
sonance— in  the  public  interest.  But,  while  our  Nation  searches  for 
a  rational  balance,  the  energy  problems  become  more  critical,  and 
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the  mood  of  the  American  consumer  will  not  forever  remain  quies- 
cent. The  cynical  slogan  "let  them  freeze  in  the  dark"  will  not  find 
acceptance  with  the  American  people.  But,  to  use  an  old  saw,  time  is 
fleeting. 

Under  existing  circumstances,  tanker  experts  see  the  first  U.S. 
offshore  port  facility  being  located  in  the  Gulf  of  Mexico  sometime 
after  1975  and  on  the  East  Coast  only  after  1980.  They  see  Gulf 
imports  of  crude  oil  rising  accordingly  from  76,000  barrels  per  day 
in  1971  to  4,640,000  barrels  per  day  in  1980,  and  refining  capacity 
increasing  substantially  in  that  area. 

If  these  forecasts  prove  correct,  about  one-half  of  U.S.  crude  oil 
imports  would  flow  to  the  Gulf  area  in  1980.  The  percentage  to  be 
transported  by  American-flag,  American-built  VLCC's  to  offshore 
deepwater  terminals,  wherever  located,  will  in  all  probability  be 
determined  by  Congressional  approval  of  the  legislation  mentioned 
earlier,  and  we  earnestly  hope  that  approval  will  be  forthcoming 
in  the  present  session  of  the  Congress. 

Depending  on  the  type  of  offshore  terminal  employed,  the  related 
issue  of  transshipment  to  shoreside  facilities  by  smaller  tankers 
or  tug-barge  systems  is  also  of  keen  interest  to"  U.S.  shipbuilders 
who  stand  ready  to  provide  these  feeder  vessels.  There  would,  in 
addition,  appear  to  be  a  market  for  similar  vessels  to  transport 
petroleum  products  from  refineries  now  under  construction,  or 
planned  in  the  Grand  Bahama  Islands  and  Newfoundland. 

In  light  of  the  potentials  for  tanker  requirements  inherent  in  the 
availability  of  offshore  deepwater  terminals,  in  light  of  the  prospects 
for  a  reservation  of  a  certain  percentage  of  increasing  oil  imports 
for  American  bottoms,  and  in  light  of  a  general  improvement  in 
the  posture  of  the  American  merchant  marine  resulting  from  enact- 
ment of  the  Merchant  Marine  Act  of  1970,  U.S.  shipyards  are 
continuing  to  create  and  expand  production  capacity  to  reduce 
labor  intensiveness  and  to  increase  output. 

During  the  1967-1972  period,  nearly  $500  million  have  been 
expended  for  capital  improvements.  It  is  believed  that  more  than 
$800  million  have  already  been  authorized  or  committed  for  other 
new  shipyard  facilities  in  the  next  few  years. 

As  of  June  1,  there  were  83  merchant  vessels  totalling  4,136,171 
dwt  on  order  or  under  construction  in  American  yards.  Included 
are  34  tankers  totaling  2,881,900  dwt  in  seven  shipyards.  Orders 
for  another  eight  tankers,  totaling  1,113,800  dwt  were  placed  at 
the  end  of  last  month.  Two  yards  have  contracts  for  VLCC's  of 
225,000  dwt  and  265,000  dwt,  and  nearly  70  percent  of  the  tanker 
tonnage  now  on  order  involves  vessels  of  120,000  dwt  and  over — 
vessels  whose  capability  can  be  fully  utilized  in  no  usual  U.S.  ports. 

Tanker  building  capacity  in  the  United  States  is  anticipated  to 
expand  further  from  the  present  annual  level  of  approximately 
1,500,000  dwt  to  considerably  more  than  3  million  dwt  in  1978  and 
later.  Some  of  this  capacity  will  be  devoted  to  the  construction  of 
VLCC's  and  a  maximum  eventual  output  of  six  or  seven  VLCC's 
annually,  would  not  seem  unrealistic. 

The  capacity  of  U.S.  private  ship  repair  yards  to  drydock  \'T/CC's 
in  most  regions  of  the  country,  on  the  other  hand,  is  presently 
limited.   No  facilities   are   normally   available  on   the  East  Coast, 
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through  a  drydock  capable  of  lifting  120,000  dwt  tankekrs  is  contem- 
plated at  Baltimore,  Md.  None  are  available  on  the  Gulf  Coast, 
though  a  repair  dock,  designed  to  handle  VLCC's  up  to  a  maximum 
of  380,000  dwt  is  planned  at  Galveston,  Tex. 

On  the  West  Coast,  most  tankers  up  to  150,000  dwt,  and  some  as 
large  as  230,000  dwt  can  now  be  drydocked  at  San  Francisco,  Calif. 
With  the  increasing  size  of  tankers  and  the  development  of  offshore, 
terminals,  it  does  not  seem  illogical  to  anticipate  that  repair  facilities 
in  the  United  States  will  keep  abreast  of  these  trends.  Shipyard 
managements,  you  can  be  sure,  are  following  this  situation  with 
a  view  toward  future  probabilities. 

In  summary,  we  draw  three  conclusions:  (1)  More  oil  will  be 
brought  to  the  United  States  in  larger  tankers,  (2)  compatible  off- 
shore terminals  will  be  necessary,  and  (3)  changing  conditions  of 
oil  transportation  present  an  opportunity  for  U.S.-flag  tankers  and 
for  U.S.  shipbuilding  and  ship  repairing — opportunities  which 
appear  to  be  enhanced  by  the  provisions  of  the  Merchant  Marine 
Act  of  1970,  and  devaluation  of  the  dollar — opportunities  which 
can  help  in  minimizing  the  persistent  imbalance  of  international 
payments. 

Thank  you. 

The  Chairman.  Thank  you  very  much,  Mr.  Hood. 

This  brings  up  some  of  the  problems  that  I  think  are  troubling 
many  of  us. 

You  mention  that  we  are  eventually  going  to  have  to  go  to 
these  very  large  carriers,  and  you  mention  that  if  proper  legislation 
is  passed  there  will  be  a  new  shipyard  to  handle  the  very  large 
tankers  in  Galveston,  Tex.,  and  that  there  is  already  one  on  the 
West  Coast. 

Now,  how  many  others  in  this  country,  that  you  know  of,  are 
capable  at  the  moment  of  building  250,000-265,000  deadweight  ton 
tankers? 

Mr.  Hood.  At  the  moment  the  shipyard  at  Brooklyn,  N.Y.,  has 
under  construction  225,000  deadweight  ton  tankers. 

I  believe  the  size  limitation  there  is  dictated  by  the  breadth  of  the 
building  dock. 

At  Sparrows  Point,  Md.  tankers  of  265,000  deadweight  tons  are 
under  construction  in  a  new  building  dock,  the  capability  of  which 
I  believe  can  approach  300,000  deadweight  tons. 

At  Quincy,  Mass.,  facilities  are  available  to  build  225,000  dead- 
weight tankers. 

I  have  already  mentioned  the  prospective  facility  at  Galveston, 
Tex.  To  construct  VLCC's  of  380,000  and  above. 

I  would  think,  and  Mr.  Downing  may  want  to  supplement  my 
remarks,  but  I  would  think  that  the  Newport  News,  Va.,  shipyard 
facility  which,  incidentally  is  the  largest  in  the  world,  would  be 
capable  of  handling  the  construction  of  the  VLCC's. 

I  would  also  think  eventually  the  shipyard  facility  at  Pascagoula, 
Miss.,  would  be  able  to  build  VLCC's. 

The  Chairman.  But  not  now? 

Mr.  Hood.  Not  at  the  moment.  I  should  add,  Madam  Chairman, 
that  I  am  not  privy  to  the  management  and  marketing  plans  of  the 
individual  shipyards,  and  that  is  proper.  They  may  have  some 
different  ideas  as  to  future  potentials  and  capabilities. 
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The  Chairman.  I  am  thinking  of  the  possibility  for  orders  might 
within  this  present  time. 

Do  you  know  how  long  it  takes,  approximately,  to  build  a  tanker 
of  this  size? 

Mr.  Hood.  The  best  illustration  I  can  give  is  perhaps  the  265,000 
deadweight  ton  tankers  on  order  at  Sparrows  Point,  Md.  They 
were  contracted  for  in  June  of  1972,  and  the  first  ship  is  scheduled 
for  delivery  in  April  of  1975. 

The  Chairman.  For  how  many? 

Mr.  Hood.  The  first  of  three  ships  is  scheduled  for  delivery  in 
April  of  1975. 

The  second  ship  is  scheduled  for  delivery  in  September  of  1975, 
and  the  third  in  March  of  1976. 

The  Chairman.  Is  this  the  normal  length  of  time  that  it  takes 
from  the  time  they  are  started? 

Mr.  Hood.  This  schedule  is  of  course  predicated  upon  previous 
commitments  for  the  building  dock. 

That  shipyard  is  also  constructing  four  120,000  deadweight  ton 
tankers.  They  are  coming  from  the  same  facility,  and  these  involve 
earlier  contracts. 

Earlier  contracts  have  a  bearing  on  the  scheduling  of  production 
and  delivery  of  subsequent  awards  in  any  shipyard. 

The  Chairman.  AVould  you  have  the  knowledge  of  the  additional 
time  that  it  takes  to  build  something  very  large,  the  250,000-265,000 
deadweight  tonners  in  comparison  with  these,  the  others  you 
mentioned?  I  think  you  said  that  520  are  being  built  in  other 
countries. 

Mr.  Hood.  Yes,  520  are  being  constructed  abroad,  and  there  are 
13  in  this  country  under  construction. 

The  Chairman.  And  that  is  the  115,000  deadweight  tonner, 
approximately  ? 

Mr.  Hood.  And  above,  yes. 

The  Chairman.  Does  it  take  much  longer  to  build  the  larger  tanker 
in  comparison  with  those  of  half  their  size? 

Mr.  Hood.  A  larger  tanker  is  basically  a  structural  steel  operation. 
It  does  not  have  all  of  the  refinements  and  sophistication  of  an 
LNG  tanker,  for  example,  and  a  reasonable  estimate  of  production 
and  delivery  time  would  be  2  years  maximum.  This  time  period  could 
be  improved  under  certain  circumstances. 

The  Chairman.  The  reason  I  ask  that  is  in  your  statement  on 
page  4  you  said  that  under  existing  circumstances  we  could  see  the 
first  offshore  facility  completed  about  1975. 

Mr.  Hood.  Some  time  after  1975. 

The  Chairman.  So  if  these  tankers  are  started  very  quickly, 
there  is  a  chance  that  maybe  the  smaller  ones  would  be  built  by  1975, 
but  the  larger  ones  would  still  have  almost  a  year  to  go  before  they 
would  be  able  to  use  those  ports. 

Mr.  Hood.  We  have  looked  at  the  so-called  preferen'?e  legislation, 
Madam  Chairman,  from  a  variety  of  standpoints.  Naturally  various 
sizes  of  tankers  will  be  required  and  involved. 

Starting  from  the  fleet  that  is  presently  available,  adding  to  it 
the  expected  deliveries  from  the  shipyards,  including  the  tankers 
I   have   mentioned   this   morning,   we   see  no   serious    difficulty   in 
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meeting  the   requirements  of   the   proposed  legislation:  A   tanker 
capability  to  carry  25  percent  of  U.S.  oil  imports  by  1975. 

The  Chairman.  From  the  testimony  we  have  had,  one  thing  that 
was  stressed  was  when  these  offshore  ports  are  built,  if  we  do  not 
have  the  larger  tankers,  there  is  going  to  be  so  much  traffic  that 
there  would  be  greater  danger  of  accidents  and  spills,  and  so  forth. 

Mr.  Hood.  As  an  increasing  amount  of  oil  imports  are  brought  to 
this  country  as  inevitably  must  occur,  the  shipbuilders  of  this  country 
will  be  moving  more  in  the  direction  of  building  large  tankers. 

The  Chairman.  And  yet  we  will  need  smaller  ones  to  come  from 
the  deep  sea  port  into  the  shores,  because  they  are  not  all  going 
through  the  pipelines? 

Mr.  Hood.  That  is  correct. 

The  Chairman.  I  think  I  have  some  other  questions,  but  I  will 
ask  them  later. 

Mr.  Downing? 

Mr.  Downing.  Thank  you.  Madam  Chairman. 

Mr.  Hood,  do  you  foresee  the  day  when  we  will  have  a  1  million 
ton  tanker? 

Mr.  Hood.  From  all  I  have  observed,  Mr.  Downing,  I  would 
have  to  conclude  that  a  1  million  ton  tanker  is  technically  feasible. 
^Vhether  or  not  it  will  come  into  being,  I  cannot  say. 

I  read  in  the  trade  journal  where  Mr.  Aristotle  Onassis  is  having 
his  engineering  department  at  the  present  time  design  a  1  million 
ton  tanker. 

Mr.  Downing.  And  I  understand  there  are  several  ships  contem- 
plated by  the  Japanese  in  the  range  of  500,000  tons. 

Mr,  Hood.  Yes,  sir.  I  believe  the  largest  tanker  on  order  now 
is  477,000  deadweight  tons. 

Mr.  Downing.  AVhat  depth  would  a  500,000  ton  tanker  require? 

Mr.  Hood.  It  would  require  more  than  100  feet  of  water. 

Mr.  Downing.  Well,  these  offshore  ports,  according  to  the  testimony 
we  have  had  previously,  are  in  the  100  to  110  feet  of  water.  That 
would  not  be  enough  for  a  tanker  above  500,000  tons,  would  it? 

Mr.  Hood.  I  am  not  sure  of  the  answer  to  that  question,  Mr.  Down- 
ing, because  I  just  have  not  studied  the  characteristics  of  the  so- 
called  ultra-large  vessels. 

Mr.  Downing.  Tell  me,  where  are  these  huge  tankers  loaded? 
Are  they  loaded  from  offshore  ports? 

Mr.  Hood.  In  most  cases,  yes,  and  in  many  cases  through  a  "vessel" 
feeder  system. 

Mr.  Downing.  Do  you  have  many  experience  tables  on  those  off- 
shore ports,  how  they  have  worked  out  ecologically? 

Mr.  Hood.  The  Maritime  Administration  had  a  study  done  on  the 
subject  of  offshore  terminals,  sometime  ago.  I  have  before  me,  the 
summary  of  that  endeavor,  entitled  "Feasibility  of  a  North  Atlantic 
Deepwater  Oil  Terminal." 

Mr.  Downing,  some  analysis  of  environmental  effects  of  these 
kinds  of  offshore  operations  was  done.  One  experience  is  cited,  and 
if  you  desire,  I  will  be  happy  to  read  it.  It  is  a  very  short  paragraph 
in  the  report,  and  it  relates  to  the  spillage  question. 

Mr.  Downing.  The  chairman  tells  me  we  will  have  witnesses 
later  on  who  can  deal  with  this  point,  so  I  will  not  ask  you  to  do 
that. 
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Thank  you  very  much,  Mr.  Hood. 

The  Chairman.  Mr,  Forsythe? 

Mr.  Forsythe.  Thank  you,  Madam  Chairman. 

Mr.  Hood,  the  technology  of  these  very  large  tankers,  do  you 
have  an  opinion  as  to  the  environmental  safety  of  the  design  that  is 
now  being  employed? 

Do  we  have  the  technology  to  build  really  safe  larger  tankers 
from  an  environmental  point  of  view. 

Mr.  Hood.  Yes,  the  technology  is  available.  But  the  certainty  of 
zero  spillage  of  oil  in  the  oceans  and  waterways,  Mr.  Forsythe,  is 
probably  a  noble  dream. 

Mr.  Forsythe.  I  am  concerned  about  minimizing  to  the  greatest 
extent  possibly  any  spillage.  If  we  have  the  technology,  do  we  also 
have  industry  that  is  building  to  that  technology,  and  if  not,  why 
not? 

Mr.  Hood.  There  is  a  good  answer  to  your  question  under  present 
day  circumstances.  As  stated  a  moment  ago  we  do  have  the  tech- 
nology to  minimize  spills.  But,  as  mentioned  in  my  statement, 
95  percent  of  the  oil  coming  into  this  Nation  is  brought  by  the 
ships  of  other  countries  who  observe  differing  standards  of  design 
and  construction,  differing  standards  of  environmental  requirements, 
and  so  forth. 

As  I  am  sure  this  committee  is  aware,  various  pollution  abatement 
standards  have  now  been  proposed  in  this  country  as  the  result 
of  the  enactment  of  the  Ports  and  Waterways  Safety  Act  of  1972, 
which  would  require  double  bottoms,  segregated  ballast  tanks,  and 
other  features.  These  are  proposed  for  the  United  States. 

There  is  no  present  assurance  that  these  same  standards  will 
prevail  throughout  the  balance  of  the  world,  Mr.  Forsythe,  and  to 
the  vast  number  of  tankers  carrying  U.S.  oil  imports. 

However,  there  is  a  conference  scheduled  in  London  in  October 
under  the  auspices  of  IMCO  which  hopefully  will  resolve  this  ques- 
tion in  a  universal  sense  so  that  all  vessels  entering  U.S.  waters 
will  have  the  same  requirements,  observe  the  same  requirements, 
and  the  possibility  of  spillage  will  be  minimized  for  all. 

Mr.  Forsythe.  I  believe  both  the  bills  being  considered  by  this 
committee,  and  the  administration's  bill,  attempts  to  get  at  this  prob- 
lem by  requiring  that  any  tanker  delivering  oil  to  the  U.S.  facility 
will  have  to  abide  by  our  standards  over  and  above  whatever  IMCO 
may  well  come  up  with. 

Mr.  Forsythe.  Do  you  think  this  would  be  essential  ? 

Mr.  Hood.  Yes,  sir,  very  much  so. 

Mr.  Forsythe.  Thank  you  very  much. 

Thank  you,  Madam  Chairman. 

The  Chairman.  Mr.  Anderson? 

Mr.  Anderson.  Thank  you.  Madam  Chairman. 

Mr.  Hood,  if  the  Alaska  pipeline  goes  down  to  Valdez,  what  size 
tankers  would  probably  be  taking  the  oil  from  Valdez? 

Mr.  Hood.  If  I  remember  my  figures,  Mr.  Anderson,  the  size 
ranges  are  45,000  to  120,000  deadweight.  I  can  supply  for  the  record 
a  breakdown  of  sizes,  if  you  so  desire. 

Mr.  Anderson.  I  had  thought  they  were  going  to  be  much  larger 
than  that.  But,  you  feel  that  they  would  be  the  smaller  tanker,  then. 
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Mr.  Hood.  I  am  drawing  on  a  study  that  was  done  for  the  Depart- 
ment of  Commerce,  and  announced  early  last  year  I  believe. 

[The  following  letter  was  submitted  by  Mr.  Hood,  for  inclusion  in 
the  record  at  this  point:] 

Shipbuilders  Council  of  America, 

Washington,  D.C.,  July  17, 1973. 
Hon.  Glenn  M.  Anderson, 
House  of  Representatives, 
Washington,  B.C. 

Dear  Mr.  Anderson  :  At  the  July  11,  1973  hearing  of  the  Committee  on  Mer- 
chant Marine  and  Fisheries  devoted  to  deepwater  offshore  terminals,  you  asked 
me  about  the  sizes  of  tankers  that  might  be  employed  in  transporting  crude  oil 
from  Valdez,  Alaska,  to  West  Coast  ports  upon  completion  of  the  Trans-Alaskan 
Pipeline  System  (TAPS),  and  I  subsequently  find,  after  consulting  available 
records,  that  my  answer  was  incomplete. 

In  a  1971  report  on  "Economic  Effects  of  Opening  the  Oil  Reserves  of  Alaska 
Through  the  Trans-Alaska  Pipeline  System,"  the  Bureau  of  Domestic  Commerce 
of  the  Department  of  Commerce  included  an  estimate  of  the  total  number  of  ships 
by  size  required  for  Valdez/West  Coast  operations  as  follows : 

250,000  dwt  tankers 8 

120,000  dwt  tankers 16 

90,000  dwt  tankers 1 

80,000  dwt  tankers 2 

75,000  dwt  tankers 4 

70,000  dwt  tankers 6 

60,000  dwt  tankers 2 

45,000  dwt  tankers 2 

Total 41 

These  figures  come  from  a  Price  Waterhouse  &  Co.  study  for  Alyeska  Pipeline 
Co.  entitled  "Marine  Transport  System — Valdez  to  West  Coast  Ports."  The  Com- 
merce Department  document  further  indicated  that  eight  of  the  above  41  tankers 
will  come  from  the  existing  American-flag,  American-built  fleet  and  that  "the 
remaining  33  will  be  built  in  U.S.  shipyards." 

You  were  quite  correct  in  your  impression  that  some  tankers  larger  than 
120,000  deadweight  are  envisioned  for  this  service,  and  I  apologize  for  my  faulty 
recollection. 

With  warm  personal  regards  always,  I  am 
Cordially, 

Edwin  M.  Hood,  President. 

Mr.  Anderson.  In  your  suggested  offshore  terminals,  how  far 
offshore  do  you  presume  these  terminals  would  be?  Would  they  be 
out  beyond  the  3-mile  limit  in  most  cases? 

Mr.  Hood.  I  would  think  so,  yes. 

Mr.  Anderson.  Then  what  role  do  you  think  the  State  govern- 
ment should  play  in  these  offshore  terminals? 

Mr.  Hood.  Mr.  Anderson,  I  am  really  not  qualified  to  pass  on  the 
jurisdictional  questions  that  are  inherent  in  this  legislation,  and  I 
would  defer  to  others  at  this  point. 

Mr.  Anderson.  Do  we  have  some  one  else  later  that  could  discuss 
this  State  role  a  little  bit? 

The  Chairman.  We  will  have  some  one,  yes.  We  have  had  some, 
but  have  not  gone  into  it  as  deeply  as  they  should. 

Mr.  Anderson.  Thank  you.  I  will  withhold  my  questions  then. 

The  Chairman.  Any  further  questions,  Mr.  Anderson? 

Mr.  Anderson.  No. 

The  Chairman.  Mr.  Breaux? 

Mr.  Breaux.  Thank  you.  Madam  Chairman. 

Thank  you,  Mr.  Hood,  for  your  statement. 
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Mr.  Hood,  I  would  like  to  discuss  briefly  two  areas  mentioned 
in  your  statement;  the  cost  factors  of  the  larger  VLCC's  and  the 
safety  factor. 

Wh£it  is  your  estimate  of  any  cost  savings  on  the  per  ton  cost  of 
oil  that  might  be  brought  about  by  using  "VTrCC's  rather  than  using, 
say,  tankers  of  40,000  deadweight'  ton  capacity  ? 

Do  you  have  any  information  pertaining  to  this? 

Mr.  Hood.  Again,  as  a  part  of  the  feasibility  study  done  for  the 
Maritime  Administration,  and  as  a  part  of  a  study  done  for  the 
State  of  DelaAvare,  I  have  a  chart  here  which  shows  1985  costs 
equated  to  using  various  sizes  of  tankers  from  various  types  of 
offshore  facilities  utilizing  various  types  of  feeder  systems.  ' 

Mr.  Breaux.  Would  you  agree  with  the  figures  that  would  indicate 
that  by  using  a  47,000  deadweight  ton  tanker,  the  cost  importing 
oil  would  be  about  $13  a  ton? 

Mr.  Hood.  From  the  chart,  the  cost  per  barrel  using  a  250,000 
deadweight  tanker  with  transshipment  from  the  Bahamas  in  30,000 
deadweight  tankers,  is  $1.26  per  barrel. 

Using  a  326,000  deadweight  tanker  and  the  same  system,  the  price 
is  $1.15  a  barrel. 

Using  a  500,000  deadweight  tanker  the  same  system,  the  price 
is  97  cents  a  barrel. 

Mr.  Breaux.  We  have  been  given  figures  in  the  committee  that 
show  present  oil  shipments  on  a  47,000  deadweight  tanker  can  be 
imported  for  approximately  $13  a  ton,  whereas  using  a  250,000-ton 
tanker  the  price  would  be  reduced  to  approximately  $5.15  per  ton. 

Let  me  ask  you,  are  those  ballpark  figures  as  a  shipbuilder,  or 
do  you  know  ? ' 

Mr.  Hood.  I  really  would  not  know.  What  is  the  ratio  again? 

Mr.  Breaux.  On  a  47,000-ton  tanker  it  would  be  approximately 
$13  a  ton,  whereas  on  a  250,000  VLCC  it  would  go  down  to 
approximately  $5.15  per  ton. 

Mr.  Hood.  It  could  well  be,  but  it  does  not  seem  to  jibe  with  the 
figures  in  this  chart. 

Mr.  Breaux.  That  is  why  I  bring  it  up,  because  there  is  a 
difference  in  the  figures  that  have  been  given. 

Regarding  the  safety  factor,  do  most  of  the  collisions  of  large 
ships  occur  when  thev  are  either  entering  the  port  or  leaving  the 
port? 

Mr.  Hood.  I  wish  I  had  the  answer  to  that  at  my  fingertips,  but 
I  do  not. 

There  have  been  a  number  of  studies  in  this  area,  and  I  believe 
the  U.S.  Coast  Guard  has  a  wealth  of  material  on  the  subject. 

My  feeling  would  be  that  most  of  the  collisions  that  result  in 
spillage  would  be  close  to  port. 

Mr.  Breaux.  We  had  someone  else  who  tstified  that  approximately 
80  percent  of  the  collisions  with  large  tankers  and  large  ships 
occur  when  they  are  either  entering  or  exiting  from  a  port  or 
habor.  T  would  like  your  opinion  on  the  possibility  that  a  deepwater 
port  facility  would  greatly  lessen  the  chances  of  ship  collisions. 
What  is  your  opinion  ? 

Mr.  Hood.  That  is  my  opinion,  and  I  believe  it  is  supported  by  all 
that  I  have  read  on  the  subject. 

22-635    O  -  73  -  45 
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Mr.  Breaux.  Does  the  shipbuilding;  industry  prefer  any  particular 
type  of  deepwater  port,  meaning  either  a  monobuoy  system  or  a 
sea  island  type  system? 

Mr.  Hood.  No,  sir,  I  think  this  is  something  for  the  tanker  operators 
and  the  oil  industry  to  decide. 

Mr.  Breaux.  Neither  one  would  particularly  present  any  unusual 
problems  to  the  shipping  industry? 

Mr.  Hood.  We  are  the  suppliers  of  the  vessels. 

Mr.  Breaux.  The  last  question,  if  I  may,  Madam  Chairman. 

In  your  opinion,  is  it  impractical  and  infeasible  or  impossible  to 
enlarge  present  port  facilities  and  ship  channels  in  order  to  accom- 
modate the  VLCC's? 

Mr.  Hood.  Economically  it  would  seem  impractical,  yes. 

Also,  there  are  environmental  constraints  which  must  be  taken 
into  account. 

Mr.  Breaux.  In  your  opinion,  are  the  environmental  problems 
much  less  with  a  deepwater  port  facility  than  they  would  be  in 
trying  to  enlarge  existing  ship  channels  and  port  facilities? 

Mr.  Hood.  Yes,  sir. 

Mr.  Breaux.  Thank  you,  Madam  Chairman. 

The  Chairmax.  Mr.  Cohen,  Mr.  Hood  represents  the  Shipbuilders 
Council,  and  he  is  here  to  answer  questions  about  the  tankers,  the 
ships,  and  so  forth. 

Do  you  have  any  questions  at  this  time? 

Mr.  Cohen.  No  questions.  Madam  Chairman. 

The  Chairman.  I  think  counsel  has  a  question  he  would  like  to 
put  to  you. 

Mr.  Hetw^ard.  In  connection  with  your  statements  concerning 
repair  yards,  Mr.  Hood,  and  the  chairman's  question  on  a  timetable, 
would  you  not  agree  in  connection  with  the  utilization  of  offshore 
facilities,  and  assuming,  as  we  all  apparently  do,  tha,t  there  is  going 
to  be  an  increase  in  oil  imports,  that  the  construction  of  additional 
refinery  capacity,  the  construction  of  the  offshore  port  facilities,  some 
construction  of  larger  U.S.  tankers  and  the  increased  repair  capacity, 
would  all  flow  from  a  decision  of  these  offshore  terminals  and  that 
they  would  all  be  moving  together  depending  on  the  needs  of  the 
country  and  the  industry,  as  far  as  each  capacity  is  concerned? 

Mr.  Hood.  I  would  agree  with  you  most  emphatically  on  each  point, 
Mr.  Heyward. 

Mr.  Hetward.  Thank  you. 

The  Chairman.  Mr.  Rountree,  did  you  have  a  question? 

Mr.  RouNTREE.  No  questions. 

Mr.  Cohen.  Let  me  ask  one  question. 

You  indicate  on  page  3  of  your  statement  that  the  only  place  that 
would  actually  permit  the  operation  of  supertankers  would  be  the 
Pacific  Northwest  and  Puget  Sound.  You  say  the  east  coast  is  out. 

Mr.  Hood.  The  channel  depth  is  too  limited  to  facilitate  the 
operation  of  these  large  vessels  fully  loaded. 

Obviously  you  can  build  a  VLCC,  launch  it  and  deliver  it  away 
from  the  port,  without  load,  but 

Mr.  Cohen.  Let  me  interrupt  here.  The  majority  of  collisions,  I 
assume,  come  about,  as  Mr.  Breaux  has  indicated,  when  either  leaving 
the  port  or  entering  the  port,  and  I  assume  that  is  because  of  the 
traffic. 
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Mr.  Hood.  That  is  right. 

Mr.  CoHEX.  Now,  if  you  are  simply  going  to  have  a  reduced  load 
on  a  large  supertanker,  that  really  does  not  accomplish  the  objective 
of  reducing  traffic  or  getting  more  gallonage  to  the  port,  does  it? 

Mr.  Hood.  It  would  seem  to  me  that  the  point  you  make  is  an 
argument  for  offshore  deepwater  terminals. 

Mr.  Cohen.  I  am  not  making  an  argument  either  way. 

"What  I  am  trying  to  determine  is  whether  in  your  opinion  there 
are  any  possible  or  feasible  site  locations  on  the  east  coast.  In  parti- 
cular, I  am  talking  about  the  State  of  Maine.  There  have  been 
studies  done,  some  recommendations  made. 

For  example,  in  the  Machias  Port  area,  according  to  the  Corps 
of  Engineers.  There  also  is  an  application  pending  now  by  a  major 
oil  company  for  a  refinery  in  the  town  of  Eastport,  with  the  idea 
this  would  also  accommodate  the  supertankers.  Considerable  opposi- 
tion being  mounted  because  of  the  environmental  hazards,  or  I  should 
say  potential  environmental  hazards. 

It  has  been  opposed  by  the  Canadian  Cabinet  on  that  basis,  and 
I  am  trying  to  find  out  on  what  statistics  you  rely. 

Mr.  Hood.  I  am  looking  at  tabulation  of  port  and  harbor  capa- 
bilities. At  the  head  of  the  list  is  Portland,  Maine,  and  it  is  shown 
as  having  a  maximum  draft  vessel  using  area,  in  1970,  of  51  feet. 
The  controlling  depth  is  45  feet.  The  average  tidal  variation  is 
9  feet,  and  the  approximate  maximum  dredgable  depth  is  indicated 
at  60  feet.  In  other  words,  you  have  the  possibility  of  going  9  feet 
deeper  there. 

Mr.  Cohen.  That  is  the  Portland  area.  What  about  the — up  on  the 
coast  of  Maine,  the  Machias  Port  or  the  Eastport  area? 

Mr.  Hood.  I  have  no  figures,  Mr.  Cohen,  on  that. 

Mr.  Cohen.  'V^'Tiere  do  3^ou  derive  your  figures  from? 

Mr.  Hood.  This  is  from  a  report  entitled  "The  Feasibility  of  a 
North  Atlantic  Deepwater  Oil  Terminal",  published  by  the  U.S. 
Department  of  Commerce,  Maritime  Administration,  in  July  1972. 
It  was  a  study  done  by  Soros  Associates,  Inc. 

Mr.  Cohen.  Department  of  Commerce? 

Mr.  Hood.  Yes. 

Mr.  Cohen.  And  according  to  that  report,  the  only  location  con- 
sidered, at  least  in  those  statistics,  would  be  Portland,  Maine? 

Mr.  Hood.  I  could  not  answer  definitively  to  that  question,  because 
other  Maine  locations  are  not  in  this  table. 

Mr.  Cohen.  According  to  the  report  in  front  of  you,  the  only 
place  that  was  considered,  at  least  on  the  face  of  it,  is  Portland, 
Maine  ? 

Mr.  Hood.  Yes,  sir. 

Mr.  Cohen.  Thank  you.  Madam  Chairman. 

The  Chairman.  I  would  like  to  just  ask  one  more  question,  Mr. 
Hood. 

With  the  devaluation  of  our  dollar,  what  about  the  comparative 
costs  today  between  foreign  building  and  U.S.  shipyards? 

Mr.  Hood.  The  two  devaluations  of  the  dollar  and  the  subsequent 
monetary  revaluations  abroad  have  changed  the  relative  difference 
in  shipbuilding  prices  here  and  abroad. 
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The  net  effect  has  been  to  close  the  gap.  However,  it  needs  to  be 
mentioned,  and  I  believe  I  cited  this  point  during  my  last  appear- 
ance before  the  committee;  there  are  certain  statutory  requirements 
that  have  recently  been  imposed  upon  American  shipyards.  These 
concern  OSHA  requirements,  workmen's  compensation  rates,  social 
security  increases,  and  also  environmental  requirements.  These  have 
increased  U.S.  selling  price  by  about  6  percent. 

The  Chatrman.  Will  not  those  environmental  requirements  and 
so  forth,  will  not  many  of  those  apply  to  ships  built  foreign? 

Mr.  Hood.  I  am  talking  here,  Madam  Chairman,  about  the  require- 
ments that  apply  to  the  physical  facility  of  the  shipyard. 

The  Chairman.  On  the  shipyard? 

Mr.  Hood.  Yes;  other  standards  influence  the  cost  of  ship  con- 
struction. 

The  Chairman.  But  I  mean  in  building  of  the  ships,  the  tankers. 

Mr.  Hood.  This  will  depend  upon  the  outcome  of  the  October  IMCO 
conference  and  whether  or  not  international  requirements  are 
universal. 

The  Chairman.  I  understand;  you  are  not  the  one  to  ask  this, 
but  I  just  foresee  this  diflficulty.  Are  we  going  to  be  able  to  prohibit 
ships  that  do  not  meet  the  same  requirements  that  we  are  making 
our  ships  meet,  to  our  ports? 

Mr.  Hood.  If  the  intent  of  the  Congress  with  respect  to  pollution 
control  and  environmental  standards  is  to  be  carried  out,  all  ships 
entering  U.S.  navigable  waters  whether  foreign  or  domestic,  comply 
with  the  same  standards. 

The  Chairman.  We  are  going  into  some  of  the  hearings  this 
month  on  the  double-bottom  requirement,  and  I  think  it  is  terribly 
important,  if  we  are  going  to  require  our  ships  and  tankers  to  have 
these  standards,  we  are  going  to  have  to  do  it  worldwide,  or  not  let 
them  use  the  same  ports  we  do  in  our  area. 

Mr.  Hood.  The  Coast  Guard  yesterday  announced  they  would  not 
impose  the  tentative  proposed  standards  on  American-built  and 
American-designed  ships  until  after  October  and,  as  I  suggested 
earlier,  hopefully  some  kind  of  an  international  agreement  will 
emerge  from  the  IMCO  meeting. 

The  Chairman.  We  could  not  build  a  ship  and  meet  the  require- 
ments by  October,  could  we? 

Mr.  Hood.  No. 

The  Chairman.  Thank  you. 

Mr.  Hood.  Thank  you  very  much. 

The  Chairman.  Our  next  witness  is  Mr.  Charles  D.  Matthews, 
president.  National  Ocean  Industries  Association,  Washington,  D.C., 
accompanied  by  Griff  C.  Lee,  chief  engineer,  J.  Ray  McDermott  & 
Co.,  Inc.,  New  Orleans,  La.;  and  Comdr.  Bernard  Frankel,  U.S. 
Navy,  retired,  president,  IMODCO  International,  Inc.,  Los  Angeles, 
Calif. 

Mr.  Matthews,  when  you  start  with  your  statement,  would  you 
introduce  the  men  who  accompany  you  for  the  record,  and  I  want  to 
say  before  you  start  that  I  may"  have  to  leave  and  turn  it  over  to 
our  very  capable  colleague,  Mr.  Downing,  before  you  are  through 
with  your  statement. 

So,  if  I  have  to  leave,  pardon  me. 
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STATEMENT  OF  CHARLES  D.  MATTHEWS,  PRESIDENT,  NATIONAL 
OCEAN  INDUSTRIES  ASSOCIATION,  WASHINGTON,  D.C.;  ACCOM- 
PANIED BY  GRIFF  C.  LEE,  CHIEF  ENGINEER,  J.  RAY  McDERMOTT 
CO.,  NEW  ORLEANS,  LA.;  AND  COMDR.  BERNARD  FRANKEL, 
U.S.  NAVY  (RET.),  PRESIDENT  IMODCO  INTERNATIONAL,  INC., 
LOS  ANGELES,   CALIF. 

Mr.  Matthews.  It  is  a  pleasure  for  us  to  see  you,  Madam  Chair- 
man. In  fact,  as  you  notice,  I  be^in,  in  my  printed  statement  by 
saying,  "Mr.  Chairman,"  Because  I  thought  you  would  not  be  with 
us  today.  Please  forgive  me. 

The  Chairman.  As  long  as  you  don't  call  me  "Ms.". 

Mr.  Matthews.  Madam  Chairman  and  members  of  the  committee, 
my  name  is  Charles  D.  Matthews,  I  am  president  of  the  National 
Ocean  Industries  Association,  a  Washington-based  trade  association 
organized  to  serve  as  the  legislative  and  administrative  spokesman 
of  the  offshore  and  ocean-oriented  industries  at  the  Federal  level. 

Accompanying  me  today  and  also  speaking  on  behalf  of  the 
National  Ocean  Industries  Association  are  two  representatives  of 
member  companies  who  have  extensive  experience  in  the  actual 
engineering,  design,  and  construction  of  the  type  facilities  the  com- 
mittee is  concerned  with  in  these  hearings. 

Mr.  Griff  C.  Lee  is  the  chief  engineer  for  J.  Ray  McDermott  & 
Co.  of  New  Orleans,  which  is  one  of  the  world's  foremost  engineering 
and  construction  firms  engaged  in  offshore  activities. 

Also  with  me  is  Mr.  Bernard  Frankel,  president  of  IMODCO 
International,  Inc.,  of  Los  Angeles. 

The  installation  of  the  first  IMODCO  offshore  single  buoy  moor- 
ing system  in  1958,  can  be  considered  as  the  beginning  of  the  offshore 
terminal  business — such  as  we  are  discussing  here  today. 

If  it  meets  the  pleasure  of  the  committee,  we  propose  to  present 
our  testimony  in  the  following  manner. 

After  a  brief  introductory  statement  by  me,  Mr.  Lee  will  discuss 
the  construction  of  the  pumping  platform  and  related  facilities 
including  the  pipelining  to  shore.  Mr.  Frankel  will  then  discuss 
the  actual  single  buoy  mooring  system. 

We  will  then  be  available  for  questions  from  the  committee,  if 
you  so  desire. 

Mr.  Lee  and  Mr.  Frankel,  I  might  say,  in  the  interest  of  time, 
will  merely  submit  their  statements  for  the  record,  and  summarize 
them. 

The  Chairman.  That  will  be  acceptable. 

Mr.  Matthews.  The  membership  of  NOTA  is  made  up  particularly 
of  (1)  air  and  marine  transport  companies,  (2)  drilling  contractors, 
(3)  equipment  suppliers,  (4)  gas  transmission  companies,  (5) 
geographical  contractors,  (6)  offshore  construction  companies.  (7) 
petroleum  producers,  (8)  service  companies,  (9)  shipyards,  and  (10) 
others. 

The  two  categories — service  and  others — include  the  multitude  of 
small  businesses  sometimes  overlooked  or  disregarded  whenever 
national  policy  or  other  decisions  are  made,  but  who  have  an  active 
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interest  in  legislation  of  this  nature  because  it  can  have  an  effect 
on  their  economic  wellbeing. 

These  categories  include  such  activities  as  divers,  consultants,  in- 
surance agents,  journalists,  lawyers,  commercial  diving  schools, 
lubrication  specialists,  painters,  data  specialists,  oceanographic  in- 
strumentation experts,  to  name  a  few.  We  have  member  companies 
or  individuals  in  19  States — from  Alaska,  down  the  west  coast,  around 
the  Gulf  of  Mexico,  up  the  Atlantic  coast,  and  across  the  mid- 
continent  area. 

As  one  may  readily  see  many  of  NOIA's  members  have  a  sincere 
interest  in  the  proposals  to  construct,  operate,  and  maintain  offshore 
port  and  terminal  facilities  beyond  the  territorial  waters  of  the 
United  States,  since  this  activity  will  mean  jobs,  sales,  or  income. 
We  sincerely  appreciate  the  opportunity  to  discuss  the  pending 
legislation  with  you. 

Recently  the  committee  has  heard  extensive  testimony  from  a 
variety  of  witnesses  including  government,  industry,  and  environ- 
mentalists. So  far  as  possible,  it  is  our  intention  not  to  duplicate  or 
repeat  what  has  already  been  said  in  an  effort  to  conserve  the  com- 
mittee's time. 

For  example,  we  have  read  the  statements  presented  by  the 
representatives  of  Seadock  and  Loop  relative  to  the  energy  situation 
and  the  need  for  construction  of  these  facilities. 

Since  most  of  the  member  companies  of  Seadock  and  Loop  are 
either  producing  or  pipeline  members  of  the  National  Ocean  In- 
dustries Association,  it  is  sufficient  for  us  to  say  merely  that  NOIA 
strongly  endorses  and  supports  the  important  and  informative 
testimony  of  those  two  groups. 

Madam  Chairman  and  members  of  the  committee,  despite  the 
relatively  recent  consideration  of  this  proposal  to  construct  deep- 
water  terminals  off  U.S.  shores,  when  one  gets  down  to  basic 
fundamentals,  it  should  be  recognized  that  there  is  really  very  little 
difference  between  the  construction,  operation,  and  maintenance  of 
such  deepwater  unloading  terminals  and  some  of  the  activities  which 
have  been  going  on  in  the  Gulf  of  Mexico  for  a  good  many  years. 

Facilities  are  being  constructed  and  operated  to  take  crude  oil, 
whether  it  be  from  deep  in  the  earth  below  the  gulf  or  from  a 
very  large  crude  carrier,  to  a  production  or  pumping  platform,  and 
from  there  by  pipeline  to  an  onshore  facility,  whether  it  be  a  tank 
farm  or  a  refinery. 

It  should  be  further  recognized  that  an  unloadina:  facility  like 
those  proposed  for  licensing  in  this  legislation  is  no  different  from  a 
loading  facility  from  the  point  of  view  of  construction  and  engineer- 
ing. 

American  companies,  such  as  these  represented  with  me  here 
todav,  have  extensive  experience  in  building  and  operating  loading 
facilities  in  many  areas  of  the  world,  at  various  depths  of  water, 
and  in  a  variety  of  different  sea  States. 

There  are  even  two  major  problems  which  may  sometimes  be 
associated  with  a  loading  terminal  which  would  not  be  associated 
with  unloading  terminals.  These  problems  relate  to  ballast  disposal 
and  the  possible  overfilling  of  ships  during  the  loading  operations. 


705 

As  an  indication  of  the  seriousness  the  Congress  assigns  to  the 
construction  of  deepwater  terminals  to  help  alleviate  the  energy 
situation,  three  committees  in  the  House  of  Representatives  are 
currently  considering  legislation  to  regulate  and  license  construction 
of  these  facilities.  Your  distinguished  Committee  on  ^Merchant  Marine 
and  Fisheries  presently  has  these  hearings  under  way  relative  to 
H.E.  5091,  to  amend  the  Marine  Protection,  Research,  and  Sanctua- 
ries Act  of  1972,  and  H.R.  5898,  to  amend  the  Merchant  Marine 
Act  of  1936. 

In  addition,  the  Interior  and  Insular  Affairs  Committee  has  held 
preliminary  hearings  and  will  continue  later  this  month  on  H.R. 
7501,  the  administration's  suggested  bill  to  amend  the  Outer  Con- 
tinental Shelf  Lands  Act  of  August  7,  1953,  and  the  Public  Works 
Committee  has  also  held  hearings  on  H.R.  2020,  which  would  give 
each  State  statutory  veto  power  over  construction  of  deepwater 
terminals  in  international  waters  off  its  coast. 

On  the  Senate  side,  the  issue  of  construction  of  deepwater  terminals 
is  being  considered  in  a  somewhat  different  fashion  by  a  joint  hear- 
ing of  the  Committees  on  Public  Works,  Commerce,  and  Interior 
and  Insular  Affairs. 

The  National  Ocean  Industries  Association  is  opposed  to  the 
concept  suggested  by  H.R.  2020  in  the  House  of  Public  Works  Com- 
mittee. It  seems  to  us  that  a  more  reasonable  legislative  approach 
to  solving  some  of  the  problems  facing  us  relative  to  construction 
of  offshore  terminals  would  be  found  in  the  bills  pending  either 
before  the  House  Interior  and  Insular  Affairs  Committee  or  this  dis- 
tinguished committee. 

We  believe  there  is  a  need  for  enactment  of  Federal  legislation 
to  allow  construction,  operation,  and  maintenance  of  deepwater 
terminals  on  the  Outer  Continental  Shelf.  We  believe  that  the  U.S. 
Government  does  have  jurisdiction  to  act  in  this  area  in  the  same 
manner  as  it  has  acted  previously  in  the  enactment  of  the  Outer 
Continental  Shelf  Lands  Act. 

The  Congress,  in  approving  that  Act,  but  not  anticipating  the 
need  for  deepwater  terminals  in  1953,  provided  for  the  Constitution 
and  laws  and  civil  and  political  jurisdictions  of  the  United  States 
to  be  extended  to  all  artificial  islands  and  fixed  structures  which 
may  be  erected  upon  the  OCS  for  the  purpose  of  exploring  for, 
developing,  removing,  and  transporting  resources  from  only  the 
subsoil  and  seabed  of  that  OCS  area. 

If  Congress,  in  1953,  had  had  the  gift  of  future  vision  so  that  it 
could  have  anticipated  the  current  situation,  perhaps  the  OCS  Lands 
Act  language  would  have  been  expanded  to  include  the  erection^  of 
artificial  islands  and  fixed  structures  for  the  purpose  of  unloading 
very  large  crude  carriers  in  deepwaters. 

Since  the  existing  Federal  statutes  do  not  seem  to  us  to  include 
provision  for  the  licensing  and  regulation  of  the  construction  and 
operation  of  deepwater  unloading  facilities,  we  believe  the  Congress 
should  exercise  jurisdiction  in  this  area  by  enactment  of  a  law 
authorizing  the  Federal  issuance  of  the  necessary  permits  under 
comprehensive  statutory  and  regulatory  provisions  specifically 
governing  such  offshore  facilities. 
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As  was  pointed  out  a  moment  ago,  from  an  engineering  and 
construction  point  of  view,  these  proposed  facilities  are  very  similar 
to  those  existing  in  the  Gulf  of  INIexico  for  extracting  crude  from  the 
OCS  subsoil  and  seabed. 

The  Secretary  of  the  Interior  has  statutory  authority  to  regulate 
and  license  platforms  and  fixed  structures  in  that  area. 

The  U.S.  Geological  Survey  has  the  responsibility  for  implement- 
ing this  law  in  the  name  of  the  Secretary  and  over  the  years  has 
developed  a  set  of  comprehensive  OCA  orders  and  regulations 
regulating  oil,  gas,  and  sulphur  leases. 

These  OCS  orders  include  regulation  of  such  diverse  activities  as 
marking  of  platforms  and  fixed  structures;  pollution  and  waste 
disposal;  approval  procedures  for  installation  and  operation  of 
platforms,  fixed  and  mobile  structures,  and  artificial  islands; 
approval  of  procedures  for  oil  and  gas  pipelines;  and  public  in- 
spection of  records. 

The  OCS  Lands  Act  also  provides  for  the  Coast  Guard  to  have 
authority  to  promulgate  and  enforce  regulations  with  respect  to 
lights  and  warning  devices,  safety  equipment,  and  other  matters 
relating  to  the  promotion  of  safety  of  life  and  property  on  artificial 
structures  or  in  the  waters  adjacent  thereto. 

Furthermore,  the  U.S.  Army  Corps  of  Engineers'  authority  to 
prevent  obstructions  to  navigation  in  the  navigable  waters  of  the 
United  States  is  extended  to  OCS  artificial  islands  and  fixed 
structures. 

In  addition,  the  provisions  of  the  Longshoremen's  and  Harbor 
"Workers'  Compensation  Act  and  National  Labor  Relations  Act  are 
extended  to  employees  on  these  fixed  structures. 

All  these  points  are  noted  to  indicate  that  a  substantial  body  of 
Federal  laws  and  regulations  have  already  been  codified  to  cover 
the  construction  of  similar  facilities  in  deep  water  of  the  OCS. 

It  would  seem  more  reasonable  to  us  to  extend  the  existing 
licensing  and  regulatory  authority  of  Federal  agencies  already 
experienced  in  the  activities  relative  to  these  slightly  different  kinds 
of  offshore  facilities,  rather  than  providing  for  an  entirely  new 
agency  to  get  into  the  act,  so  to  speak. 

Both  H.R.  5091  and  H.R.  5898  provide  for  this  new  agency  to 
be  the  Department  of  Commerce  rather  than  the  Department  of  the 
Interior. 

For  this  reason,  we  would  oppose  enactment  of  H.R.  5091  and 
H.R.  5898  in  their  present  form.  H.R.  5898  might  be  acceptable  if 
the  licensing  authority  were  changed  from  Commerce  to  Interior; 
but,  even  then,  the  language  may  be  more  conducive  to  judicial 
misinterpretation  because  of  its  more  general  nature. 

The  general  approach  taken  by  H.R.  7501,  which  is  presently  being 
considered  by  the  House  Interior  and  Insular  Affairs  Committee,  is 
more  nearly  in  line  with  what  we  feel  would  be  a  reasonable  approach 
to  avoiding  duplication  of  existing  effort  relative  to  offshore 
facilities. 

However,  we  do  not  consider  H.R.  7501  to  be  a  panacea  by  any 
manner  of  means. 

It  has  many  faults  and  shortcomings  which  must  be  reconciled 
before  it  becomes  the  law  of  the  land. 
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But  it  is  designed  to  cover  in  a  single  law  authority  for  one 
Federal  agency  to  issue  a  license  for  the  construction  and  operation 
of  a  deepwater  terminal  which,  at  the  same  time,  giving  it  adequate 
safeguards  and  consideration  to  various  effects  the  facility  may  have 
upon  the  environment,  the  national  interest,  and  jurisdiction  of  the 
State  and  Federal  Governments. 

Madam  Chairman  and  members  of  this  distinguished  committee, 
even  though  the  National  Ocean  Industries  Association  must  oppose 
the  legislative  proposals  presently  pending  before  you,  we  want  to 
express  our  sincere  belief  that  your  efforts  and  these  hearings  will 
contribute  significantly  to  the  possible  resolution  of  this  serious 
current  problem. 

By  having  your  committee  approach  these  issues  from  a  different 
point  of  view,  such  as  making  the  Department  of  Commerce  the 
regulating  and  licensing  agency,  the  issues  have  been  more  clearly 
drawn  and  the  possible  solutions  have  emerged  which  would  not 
unduly  interfere  or  duplicate  existing  structures  of  government. 

Perhaps  on  the  basis  of  the  outstanding  hearing  record  developed 
by  this  committee,  it  would  not  be  inappropriate  for  the  members 
and  staff  of  the  Merchant  Marine  and  Fisheries  Committee  to  discuss 
with  their  counterparts  and  colleagues  on  the  House  Interior  and 
Insular  Affairs  Committee  ways  and  means  of  expediting  favorable 
consideration  of  Avhatever  legislation  is  necessary  to  solve  these 
problems  in  the  National  interest. 

With  this  general  introductory  statement,  I  will  conclude  my  part 
of  the  testimony  and  introduce  to  the  distinguished  members  of  the 
committee  Mr,  (jrriff  C.  Lee,  chief  engineer  of  the  J.  Ray  McDermott 
&  Co.  of  New  Orleans,  who  will  then  be  followed  by  Mr.  Bernard 
Frankel,  president  of  IMODCO.  International  of  Los  Angeles. 

The  Chatrmax.  I  am  going  to  have  to  leave  now.  I  did  have 
some  questions  to  ask,  which  I  will  defer.  But  I  would  like  to  get 
this  one  question  to  you. 

We  are  going  to  have  some  difficulties  unless  the  Law  of  the  Sea 
Conference  and  other  international  organizations  are  successfully 
concluded  at  an  early  date. 

Are  there  any  deepsea  ports  built  right  now  out  in  the  open  waters  ? 

Mr.  Matthews.  In  United  States  waters? 

The  Chairman.  No,  in  the  open  sea.  I  know  some  countries  now 
are  claiming  200  miles,  others  claim  the  12-mile  limit,  and  so  forth, 
but  is  there  any  difficulty  today  with  the  ports  that  are  built,  if 
there  are  any  built  out  into  the  open  waters ;  are  there  any  difficulties 
with  the  various  countries? 

Mr.  Matthews.  Both  of  my  colleagues  are  shaking  their  heads 
that  yes,  there  are  terminals  iDuilt  in  international  waters. 

Do  you  know  of  any  problems  we  are  having  with  international 
law? 

Mr.  Frankel.  Well,  in  Indonesian  waters,  for  example,  there  are 
several  terminals  that  are  anywhere  from  65  to  100  miles  offshore. 

We  have  installed  other  facilities  which  are  as  far  offshore  as  16 
to  20  miles. 

The  difficulties  as  of  this  date  we  have  not  observed  in  the 
administration  of  the  facilities,  or  in  the  operating  of  them. 
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The  CHAmMAN.  It  seems  like  some  of  the  testimony  that  has  been 
brought  before  us  is  that  until  we  come  up  with  some  sort  of  a  law 
that  is  going  to  protect  these  ports  and  would  have  to  be  our  law 
first,  and  then  it  would  have  to  be  an  international  agreement,  that 
many  of  these  people  who  are  interested  in  building  the  deep  sea 
ports  are  hesitant  to  go  ahead  without  some  kind  of  a  general  agree- 
ment. Am  I  wrong  in  this  conclusion? 

Mr.  Matthews.  I  think  that  would  really  be  left  up  to  the  Sea- 
dock  and  Loop,  we  will  say.  They  are  the  ones  who  are  moving 
forward  more  rapidly,  and  they  are  talking  about  waters  that  are 
sufficiently  far  out  to  be  considered  international  waters. 

Madam  Chairman,  I  do  not  know  that  I  can  answer  for  them. 
I  think  the  Seadock  and  the  LOOP  people  would.  I  think  their 
willingness  to  move  ahead  rapidly  has  been  expressed  to  this  com- 
mittee. Despite  the  fact  the  Law  of  the  Sea  Conference  has  not 
yet  met,  this  does  not  seem  to  be  deterring  them.  I  think  they  will 
move  forward. 

The  Chairman.  If  I  recall  correctly,  and  I  will  ask  counsel,  I 
believe  they  expressed  concern  until  we  pass  some  sort  of  legislation, 
did  they  not? 

Mr.  Heyward.  Yes. 

Mr.  Matthews.  This  is  true.  I  am  not  saying  it  is  an  area  without 
concern. 

The  Chairmax.  I  am  sure  that  we  are  going  to  be  able  to  come 
up  with  some  sore  of  a  bill  that  will  prevent  duplication  of  efforts 
by  various  Government  agencies.  At  least  that  is  our  hope. 

We  cannot  be  certain  of  what  is  going  to  happen  with  the  other 
countries,  and  whether  we  can  expect  general  international  concur- 
rence with  our  initiative.  That  we  do  not  know. 

Mr.  Matthews.  The  Federal  Government  is  asking  for  nomina- 
tions for  acreage  for  leasing  in  the  OCS  waters  in  the  Gulf  of 
Mexico  out  to  the  600  meter  isobath.  This  would  entail  some  of  the 
same  problems.  Whether  we  are  taking  the  crude  from  under  the  sea- 
bed or  off  a  tanker,  we  have  the  same  problem.  The  Government  has 
indicated  in  the  request  for  bids  on  these  tracts  that  there  may  have  to 
be  certain  stipulations  in  the  leasing  in  anticipation  of  this  Law  of 
the  Sea  Conference.  So,  yes,  Ave  are  aware  of  the  problem,  but  I  do 
not  have  a  ready  answer  for  you. 

The  Chairman.  Thank  you,  Mr.  Matthews  and  Mr.  Frankel  and 
Mr.  Lee. 

I  will  now  turn  the  Chair  over  to  Mr.  Downing. 

Mr.  Matthews.  I  will  turn  it  over  to  Mr.  Lee,  for  him  to  sum- 
marize his  statement. 

Mr.  Downing  [presiding].  All  right,  sir,  you  may  proceed. 

Mr.  Lee.  Mr.  Chairman  and  members  of  the  committee,  I  have 
prepared  a  statement  for  the  record,  but  it  is  rather  long,  and 
contains  some  duplications,  and  therefore  I  think  it  might  be  better 
if  I  Avere  to  summarize,  or  read  excerpts  of  this,  to  save  the  time 
of  the  committee. 

We  will  be  glad  to  go  into  it  at  any  depth  you  wish. 

Mr.  Downing.  Without  objection  your  complete  statement  will 
be  made  a  part  of  the  record  at  this  point,  and  you  may  proceed. 


709 

[The  full  prepared  statement  of  Griff  C.  Lee  follows:] 

Statement  bt  Geiff  C.  Lee,   Chief  Engineer,   J.   Ray  McDebmott  &   Co., 

Inc. 

My  name  is  Griff  C.  Lee,  Chief  Engineer  of  J.  Ray  McDermott  &  Co.,  Inc., 
appearing  on  behalf  of  National  Ocean  Industries  Association.  I  would  like 
to  thank  the  members  on  the  Committee  of  Merchant  Marine  and  Fisheries 
for  the  opportunity  of  making  this  presentation  to  you. 

J.  Ray  McDermott  &  Co.,  Inc.  is  an  engineering  and  contracting  firm  spe- 
cializing in  the  design,  fabrication  and  construction  of  offshore  drilling,  pro- 
duction and  loading  facilities  and  submarine  pipelines  for  the  marine  petro- 
leum industry.  We  are  a  U.  S.  Corporation  with  principal  oflSces  in  New 
Orleans,  Louisiana,  and  operate  worldwide  through  subsidiary  corporations 
in  almost  all  areas  where  marine  or  offshore  oil  operations  are  underway. 

The  purpose  of  this  presentation  will  be  to  discuss  and  describe  the  offshore 
portion  of  the  terminal  from  an  engineering  and  construction  standpoint.  It 
is  not  the  intention  to  attempt  to  justify  or  comment  on  the  needs  of  this 
type  terminal  or  to  discuss  the  economic  effect  of  these  terminals  on  the 
price  of  petroleum  products. 

From  an  engineering  and  construction  standpoint,  deep  draft  tanker  un- 
loading terminals  are  entirely  feasible  and  practical.  Actually,  offshore  termi- 
nals are  in  use  at  numerous  locations  throughout  the  world.  Most  of  these 
existing  facilities,  however,  are  located  adjacent  to  the  oil  producing  area 
and  are  used  to  load  the  tanker  for  shipping.  The  facilities  being  considered 
for  U.S.A.  would  be  similar  except  that  they  would  be  used  for  unloading 
rather  than  loading.  This  may  cause  some  relocation  of  components  but 
would  not  change  the  feasibility  or  concept.  At  its  current  state  of  develop- 
ment, the  present-day  offshore  terminal  is  a  simple,  rugged  facility.  When 
properly  designed  and  constructed,  they  have  performed  quite  satisfactorily. 
Many  of  the  offshore  loading  facilities  now  in  use  throughout  the  world  have 
been  designed  and  constructed  entirely  or  in  part  by  J.  Ray  McDermott  & 
Co.,  Inc.  We  now  have  under  construction  for  offshore  Saudi  Arabia,  a  termi- 
nal approximately  as  large  as  the  more  ambitious  proposals  now  being  dis- 
cussed for  the  U.S.A. 

DEVELOPMENT 

Throughout  the  history  of  the  marine  industry  it  has  been  proven  that  it 
is  generally  more  efficient  to  load  or  unload  any  type  of  oceangoing  vessel 
while  the  vessel  is  tied  up  to  a  pier  or  dock  in  a  calm  protected  harbor.  Fre- 
quently, the  "calm  protected  harbor"  with  sufficient  depth  to  accommodate 
today's  larger  tankers  is  simply  not  available ;  therefore,  it  has  been  neces- 
sary to  devise  other  means  to  load  and  unload  tankers. 

The  first  type  facility  developed  to  load  or  unload  tankers  offshore  was  a 
spread  mooring.  In  this  system,  the  vessel  is  moored  in  position  to  buoys 
which  are  attached  to  fixed  anchors  while  the  product  is  unloaded  through  a 
hose  picked  up  from  bottom.  Where  site  conditions  are  favorable,  this  has 
proven  satisfactory.  However,  the  time  required  to  connect  and  disconnect  is 
generally  long,  especially  retrieving  the  hose  from  the  ocean  bottom.  In  loca- 
tions where  severe  wind,  wave  and  current  occurs  from  any  direction,  this 
system  has  not  proven  satisfactory  due  to  the  large  environmental  forces  on 
the  vessel  secured  in  a  fixed  position.  At  a  few  locations  an  offshore  fixed 
pier  type  dock  or  "man-made"  island  has  been  constructed.  These  provide  the 
convenience  of  being  able  to  moor  the  vessel  directly  to  the  dock  and  to  un- 
load the  oil  through  loading  arms  rather  than  a  hose  system.  These  have 
been  satisfactory  where  only  moderate  seas  are  expected.  However,  for  opera- 
tions off  the  U.  S.  Coast,  they  would  be  impractical  without  protection  from 
a  breakwater,  which  would  be  prohibitive  from  a  cost  standpoint.  The.se 
difficulties  of  both  the  spread  mooring  and  the  fixed  dock  have  led  to  the 
development  of  the  single  point  mooring  buoy  system. 

Single  point  mooring  buoys  are  u.sed  to  hold  the  tanker  while  loading  or 
unloading  cargo  through  the  buoy  itself,  utilizing  a  hose  system.  A  ship 
moored  to  a  single  point  mooring  buoy  system  is  free  to  swivel  or  weather 
vane  around  a  central  point.  The  first  single  point  mooring  system  to  accom- 
moderate  tankers  was  introduced  in  1958.   However,  there  had  been  earlier 
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usage  of  a  similar  concept  to  moor  barges  for  oil  production.  These  early 
efforts  were  rather  crude  and  did  not  include  the  refinement  and  sophistica- 
tion present  in  today's  technology ;  however,  they  proved  to  be  adequate  and 
have  served  as  the  beginning  of  today's  industry.  Through  continued  improve- 
ment, they  have  been  developed  into  a  very  safe  and  satisfactory  means  of 
handling  liquid  cargo. 

Approximately  21  single  point  mooring  buoy  systems  were  installed  from 
1959  through  1965.  Of  these  early  buoys,  approximately  14  are  still  in  service. 
From  1965  through  the  present,  over  90  single  point  mooring  buoy  systems 
have  been  installed,  and  most  of  them  are  still  in  service.  There  are  roughly 
20  more  on  order  and  under  construction. 

As  illustrated  in  Figure  1,  an  Offshore  Tanker  Terminal  consists  of  a 
single  point  buoy  mooring,  a  pumping  station  on  an  offshore  platform,  and 
a  submarine  pipeline  to  shore.  When  a  tanker  approaches  the  berth,  the 
mooring  line  is  picked  up  and  connected  to  the  tanker,  usually  with  the  aid 
of  a  launch.  The  floating  hose  is  brought  alongside  the  tanker,  lifted  to  deck 
and  connected  to  the  tanker  manifold.  The  pumps  on  the  tanker  pump  the 
oil  through  the  floating  hose,  buoy  and  underbuoy  hose,  into  the  pipeline  to 
the  pumping  station.  Here,  the  oil  is  metered,  then  pumped  to  shore  with  the 
large  booster  pumps  on  the  pumping  station.  Included  in  the  pumping  sta- 
tion are  the  usual  support  facilities  such  as  quarters,  utilities,  controls  and 
communications.  The  pumping  station  is  generally  installed  reasonably  close 
to  the  buoy  to  minimize  the  distance  pumped  by  the  ship's  equipment. 

The  selection  of  the  most  desirable  location  is  a  careful  optimization  of 
many  factors.  Probably  the  most  consideration  would  be  the  influence  of  an 
offshore  tanker  terminal  on  the  area  in  general.  However,  this  is  beyond  the 
scope  of  this  discussion.  From  an  economic  and  construction  standpoint,  prob- 
ably the  most  important  factor  is  the  accessibility  to  an  existing  pipeline  net- 
work which  is  capable  of  carrying  the  product  to  refineries.  Obviously,  the 
conditions  which  exist  at  the  site  are  also  of  prime  importance.  In  addition 
to  the  frequency  of  occurrence  of  bad  weather,  other  site  conditions  also 
affect  the  construction,  such  as  a  good  foundation  for  platform  and  buoy 
anchoring  and  a  desirable  bottom  for  pipeline  along  the  right-of-way. 

The  size  facilities  depends  on  the  desired  capacity  and  flow  rate  as  well 
as  distance  from  shore.  The  terminal  illustrated  in  Figure  1  shows  the  basic 
concept  of  a  system  utilizing  only  one  buoy  and  pipeline.  However,  multiples 
at  any  of  the  components  are  possible  to  increase  capacity  or  improve  flexi- 
bility. 

SINGLE  POINT  MOORING 

As  illustrated  in  Figure  2,  the  Conventional  Single  Point  Mooring  Buoy 
System  consists  of  a  cylindrical  buoy  moored  by  4  to  8  chains  which  are 
anchored  to  the  sea  bottom.  Several  other  types  of  single  point  mooring  buoy 
systems  have  been  developed,  although  the  conventional  type  accounts  for  well 
over  90%  of  the  installations  to  date.  Figures  4  and  5  show  photographs  of 
actual  single  point  mooring  systems  in  operation.  This  type  of  system  has 
been  installed  in  most  parts  of  the  world  and  has  been  reported  to  operate 
satisfactorily  in  seas  averaging  12  feet,  with  water  depths  exceeding  200  feet. 
The  buoy  system  can  be  designed  to  safely  hold  the  moored  vessels  in  much 
larger  seas  and  to  survive  (without  the  tanker)  under  extreme  storm  condi- 
tions. The  limiting  factor  has  not  been  the  strength  of  the  system  but  the 
operational  phase ;  that  is,  the  maximum  environmental  conditions  in  which 
the  tankers  and  service  launches  can  safely  perform  such  tasks  as  handling 
hoses  and  mooring  lines. 

For  discussion  purposes,  the  single  point  mooring  buoy  system  can  be 
broken  down  into  the  components :  buoy  hull,  hose  system,  and  mooring  and 
anchoring  system.  The  buoy  hull  acts  not  only  as  a  transfer  system  for  petro- 
leum products  but  aLso  as  a  load  carrying  element.  The  ship  is  connected  to 
the  buoy  by  mooring  lines.  The  resultant  loads,  which  are  caused  by  a  combi- 
nation of  wind,  wave  and  current,  are  transmitted  from  the  ship  through 
the  mooring  lines  to  the  buoy  and.  eventually,  into  the  anchoring  system. 

The  conventional  buoy  hull  is  approximately  40  feet  in  diameter,  15  feet 
deep  and  weighs  in  the  vicinity  of  250  tons.  The  center  section  of  the  buoy 
hull  usually  contains  the  fixed  part  of  the  swivel  and  its  piping,  which  con- 
nects to  the  underbuoy  hose.  On  the  top  of  the  hull  there  is  a  rotating  deck 
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mounted  on  a  large  bearing.  The  overboard  piping  on  the  rotating  deck  con- 
nects to  the  movable  part  of  the  swivel  at  one  end  and  the  floating  hose  to 
the  ship  at  the  other  end.  Tlie  rotating  decli  also  includes  a  "mooring  arm" 
which  is  used  to  connect  the  mooring  lines  to  the  ship.  The  outer  part  of  the 
hull  is  usually  divided  into  separate  compartments  which  may  be  filled  with 
foam  for  positive  flotation. 

The  floating  hose  system  is  used  to  transfer  petroleum  products  between 
the  offloading  vessel  and  the  buoy.  The  hose  construction  varies  (dependent 
on  the  manufacturer)  but  are  generally  made  up  of  many  plies  of  fabric, 
wire  and  rubber  which,  in  turn,  is  wrapped  with  high  tensile  steel  body  wire 
and  imbedded  in  synthetic  rubber.  Buoyancy  is  provided  by  either  floating 
collars  or  by  flotation  material  built  into  the  cover.  To  give  an  illustration, 
for  a  system  designed  for  a  rate  of  100,000  barrels  per  hour  at  normal  operat- 
ing pressures,  the  inside  diameter  of  the  hose  would  be  24"  and  the  outside 
diameter  44".  A  35  ft.  long  section  of  this  hose  would  weigh  almost  4  tons 
and  an  overall  length  of  1,000  ft.  would  be  required  for  a  2.50,000  DWT 
tanker.  The  underbuoy  ho.se  system  is  used  to  transfer  petroleum  products 
between  the  buoy  and  the  pipeline.  One  end  of  the  underbuoy  line  system 
is  connected  to  a  rigid  pipeline  end  manifold  and  the  other  end  connected  to 
the  buoy.  To  keep  the  hose  in  the  desired  position  or  configuration  on  site, 
adjustable  floating  collars  are  used  to  properly  vary  the  buoyancy. 

The  mooring  system  is  used  to  moor  the  tanker  to  the  buoy  to  hold  it  in 
position  during  loading  or  unloading.  The  system  is  made  up  of  nylon  or 
synthetic  line  usually  with  chain  and  shackles  at  the  ends  to  reduce  wear 
from  chafing.  The  line  itself  must  remain  floating  when  not  in  use  and  there- 
fore is  either  the  self-floating  type  or  a  combination  of  non-floating  line  and 
floats.  The  line  itself  is  usually  picked  up  by  the  support  launch  and  trans- 
ferred to  the  ship's  bow  fairleads.  The  anchoring  system  is  used  to  hold  the 
buoy  on  station  under  varying  occupied  and  unoccupied  conditions.  The  sys- 
tem is  usually  made  up  of  stud  link  anchor  chain  connected  to  the  buoy  at 
one  end  and  by  an  anchor  pile  at  the  other  end.  The  anchor  system  is  de- 
signed not  only  to  withstand  the  predicted  maximum  mooring  load  in  the 
occupied  condition  but  also  for  the  maximum  loads  on  the  chains  during  un- 
occupied or  survival  conditions.  Since  proper  tension  in  all  anchor  chains  is 
necessary  for  satisfactory  operations,  means  to  verify  and  adjust  chain  ten- 
sion is  built  into  the  buoy. 

PUMPING  STATION 

Any  offshore  facility,  such  as  the  pumping  station,  would  be  individually 
designed  for  the  operational  requirements  and  for  the  environmental  condi- 
tions at  the  site.  However,  for  purposes  of  this  discussion,  a  typical  pumping 
station  is  illustrated  in  Figure  3  which  shows  a  3-platform  complex  consist- 
ing of  a  manifold  platform,  a  pumping  platform,  and  a  quarters  and  utility 
platform.  Naturally,  all  of  these  facilities  could  be  included  on  one  structure 
or  two,  with  the  optimum  arrangement  developed  in  the  final  design  phase. 
The  Typical  Offshore  Installation  in  Figure  6  shows  a  26,000  h.p.  gas  com- 
pression complex  which  would  be  similar  to  a  pumping  station  except  de- 
signed for  natural  gas  rather  than  crude  oil. 

The  oil  from  the  tanker  would  first  enter  the  system  through  the  pipeline 
riser  on  the  manifold  platform.  This  platform  will  include  such  facilities  as 
the  major  piping,  manifolds,  metering  facilities,  and  possibly  a  surge  tank. 
To  verify  the  amount  of  oil  delivered,  it  would  be  first  metered  and  would 
then  flow  directly  to  the  main  booster  pumps  on  the  pumping  platform.  Due  to 
the  difiiculties  in  operating  the  large  booster  pumps  at  uneven  flow  rates,  the 
system  would  also  have  the  capability  of  flowing  the  oil  from  the  tanker  into 
the  surge  tank,  allowing  the  platform  pumps  to  pump  from  the  surge  tank 
to  shore  at  a  more  uniform  rate  of  flow.  The  surge  tank  also  acts  as  a  safety 
measure  since  oil  can  be  diverted  into  the  tank  while  the  system  is  being 
shut  down  due  to  a  malfunction.  From  the  manifold  platform  the  oil  will 
flow  across  a  connecting  bridge  to  a  pumping  platform.  This  structure  will 
support  large  capacity  turbine  driven  pumps  with  adequate  power  to  deliver 
the  product  to  the  terminal  on  shore.  As  an  example,  if  the  shore  terminal 
is  approximately  20  miles  from  the  pumping  station  and  a  48"  O.D.  pipeline 
is  used  for  a  rate  of  100.000  barrels  per  hour,  approximately  18,000  h.p. 
would  be  required  in  addition  to  the  reserve  for  standby  purposes.  The  tur- 
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bine  driving  the  pumps  would  probably  use  the  crude  oil  as  fuel.  However, 
if  the  facility  were  located  in  an  area  where  natural  gas  were  available,  an 
economic  study  considering  alternate  fuel  would  be  made. 

Whether  all  of  the  piping  and  pumping  facilities  were  included  on  one  or 
more  structures,  the  quarters  and  utility  platform  would  be  a  separate  struc- 
ture, remote  from  the  main  facilities  for  purposes  of  safety.  This  structure 
would  support  the  operational  controls  and  communications  system,  quarters 
and  heliport.  In  addition,  tlie  utilities  and  life  support  system  such  as  power 
generation,  water  supply  and  sewerage  disposal  would  be  included  on  this 
structure. 

The  piping  and  equipment  used  on  offshore  platforms  is  similar  to  that 
used  on  land  installations  except  the  arrangement  is  usually  more  compact 
to  conserve  space.  Offshore  piping  and  equipment  is  designed  in  accordance 
with  the  latest  Codes  governing  petroleum  production  and  refining  opera- 
tions, such  as  A.P.I.,  A.N.S.I.  and  A.S.M.E. 

All  of  the  platforms  would  be  conventional  steel  offshore  structures  of  the 
type  developed  by  the  petroleum  industry  for  use  in  the  Gulf  of  Mexico.  The 
first  platform  of  this  type  was  installed  in  1947.  Since  that  time  they  have 
been  updated  and  improved  until  there  are  several  thousand  similar  struc- 
tures in  use  throughout  the  world  at  the  present  time.  Many  of  these  are 
small  structures ;  however,  at  least  several  hundred  are  comparable  in  size 
to  that  required  for  the  pumping  station  of  an  offshore  tanker  terminal. 

The  offshore  structure  consists  of  three  main  components — the  jacket, 
deck  and  piling.  The  lower  unit  or  jacket  rests  on  the  ocean  floor  and  ex- 
tends above  the  water  surface.  The  piling  is  driven  through  the  legs  of  the 
jacket,  which  serves  as  a  pile  driving  guide  during  installation  and  as  a 
structural  unit  to  resist  horizontal  loads  from  wind,  wave  and  current.  For 
larger  jackets,  as  required  for  an  installation  of  this  type,  the  jacket  is 
fabricated  in  one  unit  on  land,  carried  to  location  on  a  deck  cargo  barge  and 
launched  into  the  water.  Using  a  floating  crane  or  "Derrick  Barge",  it  is 
then  rotated  into  the  vertical  position,  lowered  on  bottom  and  the  piling 
driven  through  the  legs.  The  superstructure  consists  of  several  units  or 
"deck  sections"  built  in  the  fabricatior  yard,  carried  to  location  and  set  in 
place.  This  method  of  construction  has  been  developed  to  best  utilize  the 
capabilities  of  offshore  construction  equipment  and  to  minimize  erection 
time  at  the  location. 

The  platforms  would  be  designed  to  support  the  onerational  loads  and  to 
resist  the  horizontal  loads  from  the  environmental  conditions  at  the  site, 
such  as  wind,  wave  and  current.  Well-established  design  procedures  and 
guidelines  are  available  such  as  the  American  Petroleum  Institute  RP  2A, 
"Recommended  Practice  for  Planning,  Designing,  and  Constructing  Fixed 
Offshore  Platforms".  AVhen  the  offshore  industry  first  began  constructing 
platforms  (approximately  25  years  ago),  very  little  information  was  avail- 
able for  either  the  environmental  conditions  or  the  design  of  the  platform 
itself.  Through  the  many  advances  which  have  been  developed  by  the 
rapidly  growing  industry,  the  offshore  platform  is  now  another  accepted, 
safe  and  conventional  structure.  Platforms  have  been  installed  in  water 
depths  of  372  feet  and  are  under  construction  at  the  present  time  for  water 
depths  up  to  almost  500  feet. 

PIPELINES 

The  pipeline  system  will  include  two  separate  lines — one  from  the  buoy 
to  the  pumping  station,  the  other  from  the  pumping  station  to  shore.  In 
addition,  it  will  include  an  end  manifold  at  the  buoy  end  of  the  pipeline  and 
two  risers  on  the  platform.  The  pumping  rate  and  distance  to  shore  will  de- 
termine the  size  and  pressure  requirements  of  the  line.  However,  even  for 
the  single  system  terminal,  which  is  illustrated  with  only  one  buoy,  a  large 
line  will  be  required.  As  an  example,  for  a  flow  rate  of  100,000  barrels  per 
hour,  a  pipeline  in  the  range  of  48"  O.D.  will  be  necessary.  Laying  a  pipe- 
line on  the  ocean  floor  is  certainly  not  a  new  or  unusual  operation.  Thou- 
sands of  miles  of  marine  pipeline  have  been  installed  and  are  in  use  at  the 
present  time,  including  lines  of  the  size  and  water  depth  that  would  be 
required  for  an  offshore  terminal. 

Marine  pipelines  are  usually  installed  using  what  the  construction  indus- 
try  terms   a    "Lay   Barge"   which   includes   all   of   the   facilities   required   to 
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weld,  apply  protective  coating  to  the  joints  and  to  support  the  pipe  until  it 
is  laid  on  the  ocean  floor.  To  obtain  rapid  production,  "assembly  line"  tech- 
niques are  used  so  that  welding  takes  places  in  a  number  of  progressive 
stations.  When  a  weld  is  completed  and  coated,  the  barge  is  moved  forward 
lowering  another  joint  to  bottom  and  a  new  joint  of  pipe  is  added  to  the 
first  station.  The  pipe  is  too  heavy  and  too  stiff  to  reach  bottom  unsupported 
in  water  depths  suitable  for  offshore  terminals.  Therefore,  a  buoyant  sup- 
porting system  or  slide  called  a  "Stinger"  is  used  to  provide  support  until 
the  pipe  is  resting  on  the  ocean  bottom. 

Depending  upon  the  site  conditions,  type  of  material  on  the  ocean  floor, 
bottom  currents,  etc.,  the  pipeline  will  be  laid  directly  on  the  ocean  bottom 
or  will  be  buried  as  required  for  safety.  In  shallower  water,  as  the  pipeline 
approaches  the  beach  it  will  be  buried  for  complete  protection.  Prior  to  in- 
stallation, the  pipe  is  wrapped  with  a  corrosion  resistant  coating  and  en- 
cased in  concrete  for  added  weight  and  mechanical  protection.  After  instal- 
lation, corrosion  of  the  line  is  prevented  by  cathodic  protection.  The  assem- 
bly process  utilizes  the  best  techniques  of  welding  available  and  is  com- 
pletely X-rayed  and  the  joints  coated  with  corrosion  resistant  coating  prior 
to  leaving  the  barge.  After  the  line  is  completed,  it  is  pressure  tested  and 
"pigged"  to  make  sure  that  it  is  entirely  satisfactory. 

CONCLUSION 

Locating  a  tanker  terminal  offshore,  away  from  the  more  congested  exist- 
ing docks,  has  a  number  of  inherent  advantages.  One  of  the  most  important 
is  the  reduced  traflic  problems.  Locating  the  terminal  offshore  allows  use  of 
the  largest  tankers  available.  This  minimizes  the  number  of  ships  required, 
thereby  reducing  the  chance  of  accidents.  Offshore  terminals  have  had  a 
very  good  safety  record.  As  far  as  we  know  there  have  been  no  major  spills 
resulting  from  loading  or  unloading  operations  from  an  offshore  terminal. 

From  an  engineering  and  construction  standpoint,  an  offshore  tanker 
terminal  is  entirely  feasible  and  presents  no  hazards  or  undue  diflBculties. 
To  be  able  to  unload  tankers  at  the  rapid  rate  required  for  economical  opera- 
tion, a  large  and  expensive  facility  will  be  required.  Construction  of  this 
facility  would  certainly  be  a  major  engineering  effort.  However,  the  existing 
U.  S.  construction  industry  has  the  capability  to  design  and  construct  an 
entirely  adequate  facility. 

From  an  operational  standpoint,  an  offshore  tanker  terminal  is  also  en- 
tirely feasible.  Built  into  the  system  would  be  both  manual  and  automatic 
controls  and  safeguards  to  prevent  accidents  and  to  minimize  problems 
should  malfunctions  occur.  Offshore  tanker  terminals  have  been  safely  oper- 
ated in  remote  areas  throughout  the  world.  Certainly,  it  would  be  possible 
to  operate  a  similar  system  in  the  U.  S.  continental  area  where  more  is 
known  concerning  the  operating  conditions.  Naturally,  there  will  be  periods 
of  bad  weather  at  any  location  where  offshore  operations  cannot  take  place. 
In  this  event,  a  tanker  approaching  the  berth  will  be  unable  to  moor  or  a 
tanker  already  at  berth,  unloading,  will  have  to  terminate  operations  and 
move  out  of  position  until  more  favorable  weather  returns.  The  offshore 
petroleum  industry  has  certainly  developed  the  capability  required  to  safely 
plan,  construct  and  operate  a  facility  of  this  type. 
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SINGLE  POINT  MOORING  BUOY  SYSTEM 

Mr.  Lee.  For  those  of  you  who  are  not  familiar  with  my  firm, 
J.  Eay  McDermott  &  Co.  is  an  engineering  and  contracting  firm 
specializing  in  the  design,  fabrication,  and  construction  of  offshore 
drilling,  production  and  loading  facilities  and  submarine  pipelines 
for  the  marine  petroleum  industry. 

We  work  throughout  the  world.  The  purpose  of  this  presentation 
is  to  discuss  and  describe  the  offshore  portion  of  the  terminal  from 
an  engineering  and  construction  standpoint. 

It  is  not  the  intent  to  justify  or  comment  on  the  needs  of  this  type 
of  terminal,  or  to  discuss  the  economic  effect  of  these  terminals  on 
the  price  of  petroleum  products.  That  is  not  in  our  area  of  operation. 

In  our  opinion,  offshore  or  deep  draft  terminals  or  whichever 
name  is  used — unfortunately  many  have  been  applied  to  similar 
facilities — are  entirely  feasible.  Actually,  we  have  built  a  number 
of  similar  facilities  throughout  the  world,  not  in  U.S.  waters. 

Most  of  these  existing  facilities  have  been  in  the  producing  area 
to  load  tankers. 
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Fig.  4 


SINGLE  POINT  MOORING  BUOY  SYSTEM  IN  OPERATION 


In  the  previous  statement  the  question  was  asked  where  were 
these  offshore  facilities  located. 

We  have  built  a  large  number  in  the  Persian  Gulf,  West  Coast 
of  Africa,  some  in  Southeast  Asia,  that  actually  provide  the  same  type 
facility,  but  in  most  of  these  the  oil  is  loaded  into  the  tanker,  rather 
than  unloading  from  the  tanker. 

That  might  rearrange  a  few  of  the  components,  but  from  the 
actual  standpoint  of  feasibility  it  makes  a  little  difference. 

In  the  current  state  of  development  these  offshore  terminals  are 
simple,  rugged,  and  operate  safely. 

We  now  have  under  construction  for  the  Persian-Arabian  Gulf 
off  Saudi  Arabia,  a  facility  approximately  as  large  as  the  initial 
plans  of  either  LOOP  or  Seadock.  The  offshore  terminals  have  been 
used  for  a  number  of  years.  They  first  began  with  an  attempt  to 
load  tankers  where  no  other  facilities  were  available. 

The  first  attempt  was  the  familiar  fixed,  or  spread  mooring  or 
seaberth. 
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Fig.  5 
SINGLE   POINT   MOORING   BUOY   SYSTEM   IN   OPERATION 

This  type  of  facility  holds  the  vessel  in  a  fixed  position  to  a 
number  of  fixed  mooring  buoys.  The  hose  is  picked  up  from  the 
ocean  bottom,  and  loading  takes  place. 

This  has  not  proven  very  satisfactory.  It  is  slow  to  operate.  The 
hose  must  be  picked  up  from  the  bottom,  and  the  vessel  is  held  in 
a  fixed  position. 

At  a  few  locations  we  have  constructed  manmade  sea  islands  or 
docks  without  a  breakwater  system. 

Here  again,  these  are  satisfactory  for  moderate  conditions  when 
the  wave  and  wind  occur  from  one  direction. 

However,  for  more  severe  conditions,  or  from  waves  that  are  not 
properly  oriented  with  the  dock,  they  have  not  been  very  satis- 
factory. 

This  led  to  the  development  of  the  single  point  mooring  which 
had  the  capability  of  the  tankers  swiveling  while  loading  or  un- 
loading to  properly  orient  itself  with  the  most  difficult  prevailing 
conditions. 

I  would  like,  if  it  is  the  committee's  wish,  to  refer  to  the  figures 
on  my  statement,  because  that  was  preferable  instead  of  trying  to 
have  slides  or  charts. 

Figure  1  is  intended  to  represent  a  typical  offshore  terminal 
consisting  of  a  single  point  buoy  mooring,  a  pumping  station  on  an 
offshore  platform,  and  a  submarine  pipeline  to  shore. 

When  a  tanker  approaches  the  berth,  the  mooring  line  is  picked 
up  and  connected  to  the  tanker,  usually  with  the  aid  of  a  launch. 

The  floating  hose  is  brought  alongside  the  tanker,  lifted  to  deck 
and  connected  to  the  tanker  manifold. 
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Fig.  6 


TYPICAL  OFFSHORE  PLATFORM 


The  pumps  on  the  tanker  pump  the  oil  through  the  floating  hose, 
buoy,  and  underbuoy  hose,  into  the  pipeline  to  the  pumping  station. 

Here  the  oil  is  metered,  then  pumped  to  shore  with  the  large 
booster  pumps  on  the  pumping  station. 

In  addition  to  the  pumping  facilities  it  is  necessary  to  have 
utilities,  control,  communication,  et  cetera. 

The  picture  is  somewhat  in  error,  in  order  to  get  that  all  on  one 
page,  the  buoy  is  shown  much  too  close  to  the  platform.  I  am  afraid 
the  artist  was  in  a  hurry. 

The  pumping  station  is  generally  installed  reasonably  close  to 
the  buoy  to  minimize  the  distance  pumped  by  the  ship's  equipment. 

Figure  2  is  typical  of  the  buoys  that  have  been  used.  There  are 
other  types  that  have  been  promoted,  although  approximately  90 
percent  of  the  buoys  installed  are  of  the  configuration  shown. 
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Mr.  Frankel  will  discuss  the  buoys.  Buoys  have  been  operating 
satisfactorily  all  over  the  world.  It  has  been  reported  that  they 
have  had  no  problem  in  the  12-foot  seas  in  water  depths  exceeding 
200  feet. 

The  buoy  can  be  designed  to  safely  hold  the  vessels  considerably 
under  more  severe  conditions,  and  the  system  can  be  designed  to 
survive  without  the  tanker  in  very  severe  conditions,  such  as  the 
hurricane  waves. 

The  limiting  factor  is  not  the  strength  of  the  system,  but  the 
operational  phase,  that  is  the  maximum  environmental  conditions 
in  which  the  tanker  and  service  launches  can  safely  perform  such 
tasks  as  handling  hoses  and  mooring  lines. 

An  offshore  facility  such  as  a  pumping  station  would  actually 
be  very  carefully  designed,  and  optimized  for  the  requirements  for 
the  site. 

For  purposes  of  illustration,  if  you  would  move  to  Figure  3,  which 
shows  a  typical  offshore  complex  with  three  structures.  Actually, 
it  would  have  been  provided  on  one  or  two  platforms,  depending 
upon  the  need  of  the  location. 

The  oil  from  the  tanker  would  first  enter  the  platform  complex 
through  the  vertical  pipeline  or  the  riser  on  the  first  structure. 

This  platform  would  include  facilities  as  major  piping,  manifolds, 
metering. 

The  oil  would  generally  be  metered  as  soon  as  possible  to  verify 
the  delivery  being  made  by  the  tanker. 

From  the  manifold  platform  the  oil  would  flow  across  a  connect- 
ing bridge  to  a  pumping  platform  where  large  pumps  would  be 
housed. 

As  an  example,  naturally,  the  pumping  requirements  would 
depend  on  the  rate  and  distance  to  shore,  but  for  a  typical  unload- 
ing rate  of  100,000  barrels  per  hour,  if  the  shore  terminal  were 
located  20  miles  from  the  pumping  station,  18,000  horsepower  will 
be  required  for  a  48-inch  pipeline. 

"Whether  all  the  piping  or  pumping  facilities  are  on  one  or  two 
platforms,  you  would  anticipate  that  the  control  structure  would 
be  a  separate  platform  for  safety.  This  would  include  such  items 
as  living  quarters,  heliport,  utilities,  power  generation,  water  supply, 
sewage,  and  a  poolroom,  and  television  for  the  crew  to  watch  during 
off  hours. 

The  piping  and  equipment  on  our  offshore  platform  is  actually 
similar  in  operation  to  land  installations,  except  it  is  put  in  a  more 
compact  area  to  conserve  space.  These  would  be  designed  and 
installed  by  the  latest  codes  governing  petroleum  production  and 
refining,  such  as  API,  and  ASME. 

The  platform  proper  would  be  conventional  steel  offshore  struc- 
tures of  the  type  developed  by  the  petroleum  industry  for  the  Gulf 
of  Mexico. 

The  first  platform  was  installed  in  1947.  Since  that  time  they 
have  been  updated,  improved,  until  there  are  several  thousand 
similar  structures  in  use  throughout  the  world. 

Many  of  these  are  small  structures,  but  at  least  several  hundred 
of  the  existing  structures  are  of  similar  size  to  that  required  for 
this  facility. 
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An  offshore  structure  consists  of  three  main  components,  the 
jacket  or  foundation  unit,  which  rests  on  the  ocean  floor  and  extends 
above  the  water  surface. 

This  jacket  is  fabricated  in  one  large  section,  carried  to  location 
on  a  cargo  barge,  and  launched  at  the  location  by  a  similar  pro- 
cedure to  a  ship  being  launched  in  a  shipyard. 

The  jacket  will  float  horizontally  in  the  water.  It  is  rotated  to 
the  vertical  position  by  floating  crane  and  control  flooding,  set 
on  the  bottom. 

The  cover  plates  are  removed  and  the  piling  driven  through  the 
legs  of  the  jacket.  The  superstructure,  or  upper  sections  are  also 
fabricated  in  a  shipyard  or  fabrication  yard  in  large  sections. 

These  are  set  on  the  piles  by  a  large  floading  crane  to  minimize 
time  on  the  location,  and  also  to  take  advantage  of  the  large  existing 
construction  equipment  for  economy  and  speed. 

This  system  puts  all  of  the  gravity  load  directlj^  on  the  piling 
which  can  be  driven  until  an  adequate  foundation  is  attained. 

The  horizontal  load  from  wind  and  wave  is  carried  through  the 
jacket  structure  to  the  foundation  material. 

When  the  offshore  industry  first  began  in  the  U.S.,  very  little 
information  was  available  al30ut  the  design  procedure,  and  what 
are  the  actual  forces  from  the  environment.  Through  the  years 
considerable  effort  has  been  expended,  and  it  is  now  a  very  well 
established  industry.  Well  known  procedures  and  guidelines  are 
available.  The  American  Petroleum  Institute  has  published  recom- 
mendations for  designing  of  offshore  platforms,  and  considerably 
more  information  is  available  concerning  the  environmental  condi- 
tions. Through  the  many  advances  in  this  industry,  the  offshore 
platform  is  now  an  accepted,  safe,  and  conventional  structure. 

Platforms  have  been  installed  in  the  Gulf  of  Mexico  in  depths 
of  up  to  372  feet. 

We  have  one  under  construction  for  the  North  Sea  in  474  feet 
water  depth. 

The  other  major  factor  of  this  system  is  the  pipeline.  The  pipeline 
system  will  actually  include  the  two  submarine  pipelines,  one  from 
the  buoy  to  the  platform  complex,  and  the  other  from  the  platform 
to  shore. 

An  addition  of  the  pipeline  system  would  be  a  manifold  or 
connection  at  the  buoy  end  of  the  system,  and  two  risers  or  vertical 
members  ascending  and  descending  the  pipeline. 

To  handle  the  large  volume  involved,  large  pipeline  will^  be 
necessary.  Here  again,  a  pipeline  is  not  a  new  or  unusual  operation. 
We  have  laid  thousands  of  miles  of  marine  pipeline,  and  many  of 
them  have  been  in  the  large  size  required  for  this  type  of  facility. 

For  a  terminal  we  are  now  constructing  in  Saudi  Arabia,  a 
56-inch  pipeline  will  be  laid  out  to  the  platform. 

The  marine  pipeline  is  usually  laid  by  what  the  construction 
industry  calls  a  "laybarge".  This  is  a  non-self  propelled  barge, 
complete  with  all  items  necessary  to  join,  coat,  and  help  the  pipe 
to  the  ocean  bottom. 

The  joining  process  used  is  an  assembly  line  technique  for  speed. 
The  pipe  is  welded  together  at  a  number  of  stations. 

When  welding  is  completed  it  is  X-rayed  and  coated,  and  the 
barge  moves  forward  to   one  position  which   allows  one   joint  of 
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pipe  to  move  over  the  stern  of  the  barge,  and  a  new  piece  is  set 
on  the  front  and  the  process  continues. 

Since  a  pipe  of  this  size  is  too  stiff  and  heavy  to  reach  bottom 
it  must  be  supported  or  buoyed  up  with  a  buoyant  platoon  or  a 
"stinger"  that  helps  the  pipe  on  its  way  to  the  bottom. 

After  it  is  on  the  bottom  the  pipe  would  be  buried  or  not, 
depending  upon  the  environmental  conditions,  the  need,  and  the  type 
of  bottom. 

During  the  welding  process,  the  welds  are  completely  X-rayed. 

After  installation,  the  pipe  is  tested  with  pressures  greater  than 
anticipated.  It  is  completely  coated  to  resist  corrosion  with  a  pro- 
tective material. 

The  pipe  is  also  protected  with  an  encasement  of  concrete  which 
provides  additional  mechanical  protection  and  added  weight.  The 
line  is  completely  tested  upon  completion. 

Locating  the  terminal  offshore  away  from  congested  areas  offers 
a  number  of  advantages.  It  reduces  traffic. 

Locating  the  terminal  offshore  allows  using  larger  tankers  which 
should  minimize  the  number  of  tankers  needed.  As  far  as  we  know, 
there  have  been  no  major  spills  resulting  from  loading  or  unloading 
operations  from  an  offshore  terminal. 

From  an  engineering  and  construction  point  of  view,  an  offshore 
tanker  terminal  is  entirely  feasible,  and  presents  no  hazards  or 
undue  difficulties. 

To  be  able  to  unload  tankers  at  the  rapid  rate  required  for 
economical  operation,  a  large  and  expensive  facility  will  be  required. 

Construction  of  this  facility  would  certainly  be  a  major  engineer- 
ing effort.  However,  the  existing  U.S.  construction  industry  has  the 
capability  to  design  and  construct  an  entirely  adequate  facility. 

From  an  operational  standpoint,  an  offshore  tanker  terminal  is 
also  entirely  feasible.  Built  into  the  system  would  be  both  manual 
and  automatic  controls  and  safeguards  to  prevent  accidents  and  to 
minimize  problems  should  malfunctions  occur. 

Offshore  tanker  terminals  have  been  safely  operated  in  remote 
areas  throughout  the  world.  Certainly,  it  would  be  possible  to 
operate  a  similar  system  in  the  U.S.  continental  area  where  more  is 
known  concerning  the  operating  conditions. 

Naturally,  there  will  be  periods  of  bad  weather  at  any  location 
where  offshore  operations  cannot  take  place. 

In  this  event,  a  tanker  approaching  the  berth  will  be  unable  to 
moor,  or  a  tanker  already  at  berth,  unloading,  will  have  to  terminate 
operations  and  move  out  of  position  until  more  favorable  weather 
returns. 

The  offshore  petroleum  industry  has  certainly  developed  the 
capability  required  to  safely  plan,  construct,  and  operate  a  facility 
of  this  type. 

Certainly,  it  should  be  possible  to  operate  them  satisfactorily 
in  the  U.S.  waters  where  we  hopefully  know  more  about  our 
environmental  conditions. 

Thank  you. 

Mr.  Matthews.  Mr.  Bernard  Frankel  is  next. 

Mr.  Frankel.  Mr.  Chairman,  gentlemen,  as  pioneer  designers  and 
constructors  of  single  buoy  moorings,  Imodco  has  been  concerned 
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with  providing  solutions  to  problems  of  offshore  terminalling  of 
large  draft  tankers  on  a  worldwide  basis  since  1958. 

Accordingly,  we  are  keenly  interested  in  the  various  Federal 
studies  presently  evaluating  the  need,  location  and  type  of  facilities 
to  accommodate  deep  draft  ocean-going  vessels  in  the  coastal  waters 
of  the  United  States. 

Mr.  Chairman,  I  am  going  to  submit  my  statement  for  the  record 
and  summarize  it  in  the  interest  of  time. 

Mr.  Downing.  Very  well,  your  entire  statement  will  appear  in 
the  record  at  this  point. 

[The  statement  referred  to  follows:] 

Statement  by  Bernard  Frankel,  President,  IMODCO  International,  Inc., 
Los  Angeles,  Calif.,  Designers  and  Constructors  of  Offshore  IVIa- 
rine  Terminal  Facilities,  on  Behalf  of  the  National  Ocean  Indus- 
tries Association 

background 

As  pioneer  designers  and  constructors  of  Single  Buoy  Mooring,  IMODCO 
has  been  concerned  with  providing  solutions  to  problems  of  offshore  termi- 
nalling in  large  deep  draft  tankers  on  a  worldwide  basis  since  1958.  Accord- 
ingly, we  are  keenly  interested  in  the  various  Federal  studies  presently 
evaluating  the  need,  location,  and  type  of  facilities  to  accommodate  Deep 
Draft  Oceangoing  Vessels  in  the  coastal  waters  of  the  United  States. 

In  a  similar  and  recent  statement,  made  to  the  District  Engineers,  Los 
Angeles,  Philadelphia,  and  New  Orleans,  wherein  we  discussed  the  most 
efficient,  economic,  and  logical  means  of  developing  offshore  marine  terminal 
facilities  to  accommodate  Very  Large  Crude  Carriers  (VLCCs)  off  the  Cali- 
fornia, New  Jersey  and  Gulf  Coasts,  it  was  subsequently  heartening  to  note 
that  the  Corps  of  Engineers  recognized  the  Single  Buoy  Mooring  System  as  a 
preferred  alternative  to : 

1.  The  dredging  and  deepening  of  existing  channels  and  harbors. 

2.  Creation  of  sea  islands  and/or  the  construction  of  artificial  islands. 

It  is  our  belief  that  the  offshore  oil  port  as  proposed  by  the  Maritime  Ad- 
ministration (artificial  island  and/or  sea  island)  calls  for  immense  capital 
outlay — the  greater,  if  not  all  of  it,  to  come  from  the  public.  Certainly,  before 
any  of  these  actions  are  permitted  to  proceed — responsible  regulatory  agen- 
cies should  be  apprised  of  the  fact  that  the  major  oil  companies  have  had 
constructed  and  installed  (over  the  past  15  years)  and  are  today  using,  over 
115  offshore  marine  terminal  facilities  (the  Single  Buoy  Mooring  (SBM) 
around  the  world — usually  in  remote  areas  and  subjected  from  moderate  to 
severe  environmental  conditions.  See  "Offshore  Tanker  Terminals :  Study  in 
Depth"  attached  hereto  as  Enclosure   (1). 

It  is  important  also  to  note  that  the  U.S.  Military  has  had  seven  SBMs  in 
service  since  the  mid-1960's ;  two  of  which  have  been  in  heavily  trafficked 
waters  in  Tokyo  Bay. 

Offshore  Single  Buoy  Mooring  facilities  cost  but  a  mere  fraction  of  the 
$1  Billion  proposed  for  the  offshore  artificial  island  port  (i.e.  approximately 
$35  Million  for  two  SBMs  inclusive  of  2  x  36"  (ID)  submarine  pipelines 
each  81/^  miles  in  length).  And,  too,  in  addition  to  their  much  lower  cost,  the 
SBM  affords  the  following  proven  and  tangible  assets: 

a.  Economy  of  and  safety  in  operation. 

b.  Flexibility. 

c.  Short  construction  lead  time,  and 

d.  Minimum  environmental   disturbance  features. 

Further  to  point  d.  above,  and  surely  of  directly  related  importance  to 
those  concerned  with  the  environment,  is  the  report  "Preliminary  Analysis 
of  the  Ecology  Aspects  of  Deep  Port  Creation  and  Super  Ship  Operation" 
prepared  for  the  U.S.  Army  Engineering  Institute  for  Water  Resources  by 
the  University  of  Maryland.  In  a  discussion  of  PRINCIPAL  POSSIBLE 
ECOLOGICAL  IMPACTS,  the  report  states:  "the  construction  of  floating 
devices  (platforms)  —  (which  would,  of  course,  include  Single  Buoy  Moor- 
ing)— with  submerged  connections  with  shore  based  facilities  have  the  least 


723 

effect.  Construction  of  Piers,  Causeways,  or  Islands  that  have  fixed  connec- 
tions or  bases  on  the  bottom  will  have  greater  and  longer  lasting  influence 
on  the  ecology  of  the  area." 

In  addition  to  the  foregoing,  your  attention  is  invited  to  an  article  appear- 
ing in  the  June  19,  1972  edition  of  THE  OIL  AND  GAS  JOURNAL  (page 
91)  entitled:  "API  Urging  National  Superport  Policy."  The  article  discussed, 
in  part,  proposed  facilities ;  i.e.  offshore  marine  unloading  docks  via  SBMs. 
Of  particular  significance  to  the  discussion  herein,  the  article  states :  "In 
the  Gulf  (of  Mexico),  API  said,  there  are  several  projects  which  plan  to 
use  mono-buoys  for  unloading.  This  type  of  facility  is  favored  for  its  safety, 
flexibility,  low  investment,  economy  of  operation,  short  construction  lead 
time,  and  minimum  effect  on  the  environment.  Installation  would  be  near 
the  100-ft.  contour  in  the  Gulf,  with  pipelines  moving  crude  to  shore.  Several 
mono-buoy  systems  could  be  deployed  strategically  for  the  same  investment 
required  for  a  single  artificial  island  superport,  the  industry  analysis  stated." 
Surely,  the  same  logic  would  apply  to  the  East  and  West  Coasts  of  the  United 
States  and  also  to  Hawaii. 

on,  spills/pollution 

During  the  past  fifteen  years,  IMODCO  has  installed  43  Single  Buoy 
Moorings.  These  are  included  in  the  total  of  over  115  SBMs  previously  men- 
tioned, designed  and  constructed  by  ourselves  and  those  of  several  other 
manufacturers  and  are  located  worldwide.  In  addition,  there  are  approxi- 
mately 350  offshore  multi-buoy  berths  (the  antecedent  design  of  the  Single 
Buoy  Mooring  concept),  located  throughout  the  world.  To  the  best  of  our 
knowledge,  there  have  never  been  any  significant  oil  spills,  caused  by  defi- 
ciency of  Single  Buoy  Moorings  manufactured  by  ourselves  or  of  those  of  our 
competitors.  Further,  I  know  of  no  significant  oil  spillage  caused  by  break- 
down in  the  system  of  the  multi-buoy  berths. 

In  support  of  the  above  statement,  you  will  recall  that  along  the  Cali- 
fornia coast,  there  are  a  total  of  some  nineteen  offshore  tanker  (multi-buoy) 
berths  which  have  been  in  service  anywhere  from  ten  to  forty-five  years. 
These  facilities  are  listed  as  follows : 

Name  of  company  Location  of  plant 

1.  San  Diego  Gas  &  Electric Encino  Powerplant. 

2.  Union  Oil  Company  of  California 3^/^  miles  .southeast  of  Ven- 

tura. 

3.  Pacific  Gas  &  Electric  Co Moss  Landing  Powerplant. 

4.  Pacific  Gas  &  Electric  Co Morro  Bay. 

5.  6,  7.  Standard  Oil  Co.  of  California El  Segundo. 

8.  Texaco,  Inc Estero  Bay. 

9.  Phillips  Petroleum  Co Ventura. 

10.  Phillips  Petroleum  Co Gaviota. 

11.  Phillips  Petroleum  Co Monterey. 

12.  Shell  Oil  Co El  Capitan. 

13.  Signal  Oil  &  Gas  Co Elwood. 

14.  Gulf  Oil  Corporation Huntington  Beach. 

15.  Standard  Oil  Co.  of  California Carpenteria. 

16.  Standard  Oil  Co.  of  California Estero  Bay. 

17.  U.S.  Navy Estero  Bay. 

18.  PEMEX Rosarita  Beach    (Baja, 

Calif.). 

I  invite  your  attention  to  the  fact  that,  in  almost  every  case,  the  above 
offshore  tanker  terminals  are  located  adjacent  to  extremely  popular  and 
heavily  used  bathing  beaches.  The  high  population  density  along  the  Southern 
California  coast,  in  particular,  makes  it  most  important  that  there  be  no 
spillage  of  oil  from  offshore  tanker  terminals. 

In  summary  of  the  foregoing,  I  wish  to  state  that  within  the  15  years  that 
our  Company  has  been  in  business,  and  to  the  best  of  our  knowledge,  none 
of  our  customers  has  been  fined  as  a  result  of  oil  spillage  or  pollution  in  the 
waters  or  shorelines  contiguous  to  their  SBM  Terminals. 

It  is  also  to  be  noted  that  one  of  our  early  SBM  installations  in  Japan 
was  located  at  Oita  on  the  northern  tip  of  the  Island  of  Kyushu.   Oita  is 
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adjacent  to  Beppu,  the  Riviera  of  Japan.  During  the  7  years  this  facility 
was  in  service  (for  the  Kyushu  Oil  Corporation),  there  were  no  oil  spillages. 
I  also  wish  to  point  out  that  there  are  numerous  SBMs  in  Japanese  wa- 
ters— all  subject  to  severe  regulation  in  their  operation  by  the  Japanese 
Government,  primarily  due  to  the  very  active  fishing  industry  in  that  nation. 
There  have  been  no  reports  of  water  pollution  due  to  oil  spillage  in  these 
waters  due  to   SBM  failure. 

OPERATING  LIMITATIONS  OF  A  TANKEB  ON  AN  SBM 

It  is  entirely  possible  to  moor  a  VLCC  in  wind  forces  of  up  to  approximately 
40  knots  with  swell/wave  heights  of  up  to  12  feet.  A  tanker,  once  moored 
to  an  SBM,  can  remain  on  the  mooring  in  swell/wave  heights  of  up  to  20 
feet  with  wind  forces  of  up  to  60  knots.  Once  moored  to  the  Terminal,  the 
vessel  is  free  to  load  or  discharge  its  cargo  whilst  weathervaning  about  the 
SBM,  always  responding  to  the  resultant  of  force  (i.e.  wind,  wave,  swell, 
current,  tidal  effect). 

We  have  examined  the  feasibility  of  installing  a  Single  Buoy  Mooring 
System  in  the  Gulf  of  Alaska  and  in  many  places  along  the  seaboards  of  the 
United  States.  We  are  confident  that  we  can  engineer,  design,  construct  and 
install  such  facilities,  inasmuch  as  none  of  the  areas  which  we  have  examined 
present  any  unusual  problems  for  us. 

ENQINEEBING  DESIGN   CRITERIA  /■ 

A  careful  engineering  analysis  program  establishes  the  criteria  for  the 
complete  Single  Buoy  Mooring  Terminal  System.  Tank  testing  and  computer 
analysis  are  important  major  parts  of  this  program. 

The  design  and  size  of  a  particular  Terminal  System  are  directly  related 
to  the  following  factors : 

(1)  Maximum  ship  size  to  be  accommodated. 

(2)  Number,  type  and  flow  rates  of  cargoes  to  be  handled. 

(3)  Depth  of  water  and  tidal  range. 

(4)  Maximum  swell  and  wave  heights. 

(5)  Velocity  of  current. 

(6)  Maximum  wind  force. 

For  example,  a  Terminal  with  a  diameter  of  10  meters  designed  to  moor 
a  100,000  DWT  tanker  or  ore-carrier  in  a  62  knot  wind,  2.5  knot  current,  and 
in  70  feet  of  water,  can  also  handle  a  140,000  DWT  tanker  at  the  same  loca- 
tion, but  with  maximum  wind  forces  reduced  to  55  knots. 

The  12.5  meter  diameter  Terminal  can  safely  accommodate  200,000  DWT 
tankers  in  winds  up  to  43  knots,  while  the  15  meter  diameter  system  can 
service  the  300,000  DWT  to  500,000  DWT  range. 

It  is  our  judgment  that  a  Terminal  for  any  size  tanker  or  ore-carrier  now 
under  construction  or  contemplated  can  be  designed,  constructed,  or  installed. 

Tank  testing  with  precise  models  of  Buoy  Terminal  systems  is  a  normal 
feature  of  the  engineering  analysis. 

Engineers  program  in  the  typical  and  atypical  weather  conditions — winds, 
waves,  tides,  swells,  and  currents.  In  this  fashion,  the  Terminal  design  is 
subjected  to  more  and  greater  forces  than  it  will  ever  encounter  in  operation. 

For  more  precision  in  design  specifications,  a  sophisticated  computer  pro- 
gram provides  practical  data  on  the  complete  Terminal  system — Buoy,  floating 
and  underbuoy  hose,  and  submarine  pipeline. 

For  Terminals  up  through  500,000  DWT  handling  capacity,  engineers  feed 
in  a  full  series  of  design  and  environmental  variables.  The  computer  program 
then  makes  all  calculations  necessary  to  confirm  the  desired  performance 
capability  of  the  Terminal  design. 

EFFECTIVENESS  AS  A  PRIVATE  NAVIGATIONAL  AID 

The  Single  Buoy  Mooring  is  fitted  with  a  Navigation  Light.  Radar  Reflec- 
tor, and,  where  required,  a  Fog  Horn.  These  equipments  are  provided  with 
characteristics  to  conform  with  local  Naval  and/or  Harbor  Board  require- 
ments. Without  question,  they  serve  as  a  most  positive  augmentation  to  exist- 
ing public  navigational  aids. 
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SUMMARY 

In  light  of  the  hue  and  cry  over  a  growing  energy  crisis  in  our  country, 
it  is  submitted  that  an  early  and  clear-cut  enunciation  of  an  offshore  super- 
port  policy  be  stated  by  the  Congress.  Hence,  it  is  considered  urgently  ap- 
propriate that  heed  be  taken  of  a  recent  judgment  by  the  American  Petroleum 
Institute :  "The  offshore  island,  consisting  of  an  artificially  created  land 
mass,  lacks  appeal  for  the  oil  industry.  It  requires  a  high  capital  investment 
by  Government  and  Industry.  A  wiser  use  of  capital  would  be  to  build  multi- 
ple and  less  expensive  installations  (i.e.  Single  Buoy  Moorings)  at  strategic 
locations  along  the  coasts."  These  to  be  without  expenditure  of  Federal  funds 
and  to  be  handled  by  the  private  sector. 

In  view  of  the  foregoing,  it  is  respectfully  submitted  that  responsible  local. 
State,  and  Federal  Offices  and  Agencies  direct  their  attention  to  an  immediate 
solution  to  the  urgent  co-existent  problems  of:  (a)  the  energy  shortage,  (b) 
absence  of  deep  water  ports  in  the  U.S.,  and  (c)  growing  worldwide  fleet  of 
VLCCs  having  too  great  a  draft  to  enter  U.S.  Ports.  There  is  ample  experi- 
ence and  capability  within  these  United  States  to  design,  construct,  and  to 
install  an  offshore  deep  water  port  (SBMs)  in  U.S.  coastal  waters  at  a  mini- 
mal private  investment — and  now.  The  SBM  has  proven  itself  from  Engineer- 
ing, Economic,  and  Environmental  standpoints.  It  is  our  opinion  that  mono- 
buoy  facilities  to  accommodate  VLCCs  up  to  the  475,000  DWT  as  proposed 
in  the  various  and  recent  Corps  of  Engineers  Studies  are  the  only  positive 
response  to  this  urgent  problem. 

Mr.  Frankel.  The  single  mooring  buoy,  or  SMB,  has  been 
developed  because  of  the  absence  and  inadequacy  of  loading  ports  and 
harbors  in  the  vicinity  of  oil  and  mineral  producing  areas. 

Secondly,  the  absence  and/or  inadequacy  of  discharge  ports  and 
harbors  in  major  industrial  regions,  and  thirdly,  to  complement  the 
transportation  economics  in  the  employment  of  larger  tankers  and 
other  bulk  cargo  carriers. 

The  solution  as  described  in  the  enclosure  to  my  prepared  state- 
ment is  the  single  buoy  mooring,  which  I  will  briefly  describe. 

The  single  mooring  buoy  consists  of  a  buoy  which  is  placed  out 
in  the  open  sea  directly  above  the  end  of  the  submarine  pipeline 
which  goes  to  the  shore. 

The  buoy  is  attached  to  the  seabed  by  means  of  anchor  chains 
which,  in  turn,  are  fixed  to  the  seabed  by  means  of  anchors  or  piles. 
This  depends  upon  the  constituency  of  the  seabed. 

Attached  from  the  buoy  to  the  end  of  the  submarine  pipeline  are 
flexible  hoses  through  which  the  oil  will  flow. 

Attached  to  a  rotating  cargo  manifold  on  the  buoy  is  a  floating 
hose.  The  tanker  is  moored  to  a  rotating  mooring  arm  on  the  buoy; 
the  hose  is  attached  to  tanker  manifold  and  the  vessel  may  then 
commence  loading  or  discharging,  while  facing  into  the  sea  or  wind, 
responding  to  the  resultant  of  forces. 

A  more  detailed  description  of  this  procedure  is  contained  in  the 
enclosure  of  my  prepared  statement. 

In  connection  with  the  foregoing,  it  has  been  heartening  to  note 
that  the  Corps  of  Engineers,  following  a  long  and  exhaustive 
analysis  of  this  subject,  has  recognized  the  SBM  system  as  a  pre- 
ferred alternative  to  the  dredging  and  deepening  of  existing  channels 
and  harbors,  or  in  the  creation  of  sea  islands  and/or  the  construc- 
tion of  artificial  islands. 

It  is  a  fact  that  over  the  past  15  years  there  has  been  constructed, 
installed,  and  placed  into  service  and  now  on  order  over  120  SBM's. 

These  facilities  are  located  in  nearly  every  corner  of  the  globe, 
from  a  remote,  desolate  regions  where  they   are  subjected  to  the 
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most  severe  environmental  conditions  to  the  more  mild  but  more 
heavily  traffic  waters. 

SBM's  are  operating  in  confined  waterways,  and  they  are  also 
operating  as  far  offshore  as  100  miles. 

In  addition  to  the  SBM  there  are  approximately  350  offshore 
multibuoy  berths,  the  antecedent  to  the  SBM,  and  commonly  known 
as  the  sea  berth,  in  operation  around  the  world. 

Of  these  there  are  some  19  sea  berths  along  the  California  coast 
which  have  been  in  service  anywhere  from  10  to  45  years.  In  almost 
every  case,  the  California  berths  are  located  adjacent  to  very  popular 
bathing  beaches. 

The  high  population  density  along  the  southern  California  coast 
in  particular  makes  it  most  important  that  there  be  no  spillage  of 
oil  from  these  offshore  tanker  terminals. 

I  also  wish  to  invite  your  attention  to  the  numerous  SBM's  and 
sea  berths  in  Japanese  waters.  All  of  these  are  subject  to  severe 
governmental  regulation.  This  condition  is  primarily  due  to  the 
pressures  of  a  very  active  and  sensitive  fishing  industry. 

A  number  of  SBM's  are  located  in  the  midst  of  active  fishing 
grounds  in  that  nation.  This  includes  the  U.S.  military  facilities  at 
Hakozaki  and  Koshiba,  which  my  own  company  designed  and  con- 
structed and  installed  several  years  ago.  There  have  been  no  reports 
of  water  pollution  due  to  oil  spillage  in  these  waters  due  to  SBM 
failure. 

It  is  also  important  to  note  that  one  of  our  early  Japanese  SBM 
installations  was  located  in  172  feet  of  water  on  the  northern  tip 
of  the  Island  of  Kioshi.  This  is  adjacent  to  Beppu  Beach,  the 
Riveria  of  Japan. 

During  the  7  years  that  this  terminal  was  in  service,  there  were 
no  reported  oil  spillage,  nor  were  the  beaches  ever  defiled  by  crude 
oil  patches. 

In  discussing  the  foregoing  it  is  to  be  noted  that  within  the 
15  years  that  our  company  has  been  in  business,  none  of  our  customers 
have  ever  been  fined  as  a  result  of  oil  spillage  in  the  waters  or  shore- 
lines contiguous  to  their  SBINI  terminals,  and  to  the  best  of  our 
knowledge,  the  same  is  true  of  those  SBM's  installed  by  our  com- 
petitors over  a  similar  span  of  years. 

A  careful  engineering  analysis  establishes  the  criteria  for  the 
complete  single  buoy  mooring  terminal  system,  the  design  and  size 
of  a  particular  terminal  system  are  directly  located  to  the  following 
factors:  Maximum  ship  size  to  be  accommodated,  the  number,  type 
and  flow  rates  of  cargoes  to  be  handled,  depth  of  water  and  tidal 
range,  maximum  swell  and  wave  heights,  current  velocity  and 
maximum  wind  force. 

We  have  designed,  constructed  and  installed  an  SBM  in  the 
Taiwan  Straits  to  withstand  a  58-foot  breaking  wave.  It  has  with- 
stood four  typhoon  seasons  to  date. 

It  is  our'  positive  judgment  that  an  SBISI  for  any  size  bulk 
carrier  now  under  construction  or  being  contemplated  can  be  designed, 
constructed  and  installed,  and  successfully  operated  in  conditions 
ranging  from  mild  to  the  most  severe. 

We  observed  the  mooring  of  a  very  large  crude  carrier,  otherwise 
known  as  a  VLCC,  and  oil  bulk  or  cargo  carriers  or  the  OBO's  in 
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wind  force  up  to  approximately  40  knots,  with  wave  heights  up  to 
12  feet. 

The  vessels,  once  moored,  remain  fast,  can  continue  their  cargo 
operation  in  swell  and  wave  heights  of  up  to  20  feet,  with  wind 
forces  gusting  up  to  60  knots. 

It  is  an  advantage  of  the  SBM  that  once  moored  to  the  terminal 
the  vessel  is  free  to  load  or  discharge  its  cargo  while  weathervaning 
about  the  buoy,  always  responding  to  the  forces,  wind,  wave 
current,  and  tidal  effects. 

Single  buoy  moorings  have  been  installed  and  are  operating  in  the 
North  Sea,  the  Taiwan  Straits,  the  Tasman  Sea,  Bay  of  Fundy, 
the  Cape  of  Good  Hope,  and  in  the  Sea  of  Japan. 

We  have  carefully  examined  both  the  practicality  and  the 
possibility  of  installation  of  SBM's  in  the  coastal  waters  of  the 
United  States,  inclusive  of  Alaska,  Hawaii,  and  the  Virgin  Islands. 

We  are  confident  that  we  can  engineer,  design,  construct,  install, 
and  successfully  operate  SBM's  in  U.S.  waters  inasmuch  as  none 
of  the  areas  examined  present  any  unusual  problems  for  us. 

The  summary  facts  of  this  presentation  which  is  based  on  15  years 
of  hard  experience  are  that  the  SBM  affords  these  proven  and 
tangible  assets:  Economy  in  investment,  low  operational  costs, 
flexibility  in  installation,  short  construction  lead  time,  safety  in 
operation,  and  minimum  environmental  disturbance  features. 

In  conclusion,  it  is  respectfully  submitted  that  responsible  local 
State  and  Federal  agencies  and  offices  direct  their  attention  to  a 
much  needed  solution  to  the  urgent  and  concurrent  problems  of  a 
growing  world  fleet  of:  (a)  VLCC's  and  OBO's  having  too  great 
a  draft  to  enter  U.S.  ports  and  harbors;  (b)  the  present  and  prob- 
able future  absence  of  deepwater  ports  and  harbors  in  the  U.S.  to 
accommodate  these  vessels;  (c)  the  prohibitive  cost  in  the  dredging 
and  maintenance  of  the  channels,  to  berth  large  deep  draft  bulk 
carriers;  and  lastly  (d)  their  prohibitive  costs. 

Mr.  Chairman,  it  will  cost  anywhere  from  $500  million  to  $1 
billion  to  construct  an  offshore  artificial  island  port,  as  has  been 
proposed  in  the  Soros'  study  for  MARAD. 

There  is  ample  experience  and  capability  within  the  United 
States  to  design,  construct,  and  install  offshore  deepwater  ports 
consisting  of  SBM's  in  U.S.  coastal  waters,  and  at  minimal  private 
investment.  The  SBM  has  proven  itself  from  the  standpoint  of 
engineering,  economics  and  environment.  It  is  our  opinion  that 
monobuoy  facilities  to  accommodate  VLCC's  up  to  and  beyond  the 
475,000  deadweight  tonnages  as  proposed  in  the  various  and  recent 
Corps  of  Engineers  study  is  the  only  possible  response  to  this  urgent 
problem. 

In  amplification  of  some  of  my  remarks  I  would  like  to  show  you 
some  photographs. 

This  is  a  terminal  that  our  company  installed  for  Esso  in  Sing- 
apore some  years  ago.  It  was  built  to  accommodate  VLCC's  of  up 
to  250.000  deadweight  tons.  It  provides  for  a  throughput  discharge 
of  up  to  13,000  tons  per  hour.  The  terminal  has  been  operating  very 
successfully,  and  as  you  well  know,  the  waters  of  Singapore  Harbor 
are  heavily  trafficked,  Singapore  being  one  of  the  busiest  ports  in  the 
world. 
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This  is  a  facility  that  our  company  recently  completed  on  the 
east  coast  of  Mexico.  This  is  the  second  SBM  facility  to  have  been 
installed  in  North  America;  the  first  having  been  installed  in  the 
Bay  of  Fundy  some  years  ago,  operating  in  conjunction  with  the 
St.  John's  Eefinery. 

This  is  a  close  up  shot  showing  the  Atlantic  Princess^  about 
85,000  deadweight,  close  up  to  our  buoy  in  Singapore. 

Thank  you,  gentlemen. 

Mr.  Downing.  Mr.  Frankel,  all  the  pictures  and  diagrams  we 
have  up  here  shows  one  buoy. 

Is  it  possible  that  you  have  multiple  buoys  around  the  platform? 

Mr.  Frankel.  Our  diagram  explains  the  handling  of  a  single 
ship  at  one  time. 

The  proposals  that  are  being  set  forth  by  LOOP  and  Seadock 
show  a  multiple  spread  of  single  point  moorings.  This  is  to 
accommodate  more  than  one  vessel  coming  into  the  proposed  super- 
port. 

This  does  not  present  any  problem  as  both  Mr.  Lee  and  my  own 
company  have  done  this  in  waters  of  Indonesia  and  the  Persian 
Gulf,  wherein  multiple  single  buoy  moorings  have  been  installed 
both  to  handle  storage  vessels  and  export  tankers. 

The  only  requirement  is  to  provide  enough  spread  between  the 
buoys  so  that  there  will  be  no  collision  effect. 

Mr.  Downing.  Mr.  Lee,  getting  back  to  joining  these  pipes  I  am 
quite  interested,  and  I  find  I  do  not  understand  it.  You  assemble 
and  weld  the  pipes  on  the  deck  of  the  barge? 

Mr.  Lee.  Yes,  sir;  my  explanation  was  rather  quick.  I  was  trying 
to  get  through  a  long  lengthy  procedure. 

The  idea  is  that  actually  the  pipe,  if  it  is  short,  it  could  be  made 
up  on  shore  and  pulled  out  to  location  on  the  ocean  floor. 

"V^Tien  the  line  is  too  long  for  that  to  be  accomplished,  then  it  is 
necessary  to  actually  assemble  the  pipe  more  or  less  in  place  and 
lower  it  to  the  ocean  bottom.  That  is  done  by  welding  the  joints  of 
pipe  together. 

Mr.  Downing.  On  the  bottom? 

Mr.  Lee.  On  the  deck  of  the  barge.  They  are  welded  together, 
and  after  several  joints  are  welded  together,  you  begin  a  process 
to  lower  the  pipe  to  the  ocean  bottom. 

To  do  it  in  an  assembly  line  technique,  welding  is  accomplished 
in  several  positions. 

Mr.  Downing.  Does  the  pipe  have  the  flexibility  so  it  will  not 
break  ? 

Mr.  Lee.  With  the  proper  support  it  will  not  break.  I  mentioned 
it  had  to  have  some  additional  buoyant  platoon  that  extends  from 
the  stern  of  the  barge  close  to  the  ocean  floor  to  provide  support 
for  the  pipe  on  its  way  down. 

Unfortunately,  I  do  not  have  a  diagram  illustrating  that  tech- 
nique. 

Mr.  Downing.  Mr.  Matthews,  I  understand  your  organization 
opposes  all  of  these  bills,  is  that  correct? 

Mr.  Matthews.  No,  sir;  we  only  oppose  the  two  bills  presently 
pending  before  this  committee.  We  oppose  basically  the  idea  of 
bringing  a  new  Federal  agency  into  this  licensing  and  the  regulat- 
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ing  picture  to  license  or  regulate  facilities  very  similar  to  those  that 
are  already  being  regulated  by  the  Federal  Government. 

Mr.  Downing.  You  believe  it  should  be  in  Interior  and  not  Com- 
merce ? 

Mr.  Matthews.  Yes,  sir;  that  is  the  basic  problem  with  your 
legislation. 

Again,  if  it  is  to  be  Commerce,  then  I  am  sure  the  implementing 
agency  would  be  NOAA;  and,  if  the  present  suggestion  to  transfer 
NOAA  to  Interior  in  the  new  Department  of  Energy  and  Natural 
Resources  is  approved  by  the  Congress,  then  even  that  problem  is 
removed.  This  new  DENR  would  Ijring  together  the  expertise  that 
XOAA  does  have,  which  would  be  advantageous  in  a  consideration 
like  this,  with  some  expertise  that  the  Geological  Survey  has.  In 
fact  in  the  DEXR  proposal,  Geological  Survey  and  NOAA  would 
be  joined  together  in  the  new  agency. 

Mr.  Downing.  Do  you  think  the  joint  jurisdiction  is  feasible 
where  Commerce  would  take  over  certain  parts  of  the  operation,  and 
Interior  would  take  over  other  parts? 

Mr.  Matthews.  In  the  event  there  is  no  Department  of  Energy 
and  Natural  Resources,  anything  can  be  done,  of  course,  Mr.  Down- 
ing. 

I  think  that  for  simplicity  of  regulation  it  would  be  better  if  the 
Interior  Department  had  it  all,  as  it  does  in  the  case  of  other  offshore 
facilities,  fixed  ph  tform  structures  and  so  forth. 

Mr.  Downing.  1  hank  you. 

Mr.  Anderson? 

Mr.  Anderson.  Thank  you,  Mr.  Chairman. 

Mr.  Frankekl,  you  list  the  18  installations  off  the  Coast  of  Cali- 
forma.  You  have  installed  most  of  these? 

Mr.  Frankel.  No,  these  are  all  multibuoy  berths. 

Mr.  Anderson.  None  of  these  are  yours? 

Mr.  Frankel.  No,  sir. 

Mr.  Anderson.  Now,  most  of  these  that  I  am  looking  at  here  are 
within,  I  believe,  the  3  mile  limit,  are  they  not? 

Mr.  Frankel.  Yes,  sir. 

Mr.  Anderson.  Are  any  of  them  outside  the  3  mile  limit? 

Mr.  Frankel.  To  the  best  of  my  knowledge,  no.  These  facilities 
were  installed  back  in  the  years  when  the  tankers  were  relatively 
small. 

The  first  ones  were  put  in  when  there  were  only  10,000  deadweight 
ton  tankers  chasing  up  and  down  the  California  Coast,  and  as  the 
years  progressed,  while  we  had  the  T-2  tanker  plying  up  and  down 
the  coast. 

Most  of  these  were  either  servicing  the  refineries  that  we  have 
along  the  coast,  or  in  the  drugstore  trade,  dropping  off  its  product 
here  and  there,  as  they  moved  up  and  down  the  coast.  They  were 
small  vessels,  and  the  multibuoy  berth  is  able  to  accommodate  small 
ships. 

Mr.  Anderson.  Well  now,  anything  within  the  3  mile  limit  would 
be  installed,  I  assume,  it  would  be  under  California  law  in  the  case 
of  California. 

Mr.  Frankel.  I  would  assume  so. 

Mr.  Anderson.  Now,  under  present  law,  anything  out  beyond 
3  miles,  who  presently  has  the  jurisdiction  to  install  these? 
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Mr.  Frankel.  I  imagine  this  would  come  within  the  purview 
of  the  Federal  Government,  but  as  you  know,  along  the  California 
Coast,  the  procedure  has  been  over  the  years  that  when  one  of  the 
oil  companies,  or  one  of  the  power  companies,  wanted  to  put  a 
multibuoy  berth  in,  they  made  application  to  the  Corps  of  Engineers 
for  a  permit,  and  the  Corps  of  Engineers  would  offer  a  public  notice 
describing  the  facility  that  was  to  be  installed,  when,  where  and  what 
it  was  to  perform,  and  I  think  the  notice  lasted  for  something  like 
30  days. 

In  that  case,  if  there  were  no  objections,  the  permit  was  granted, 
and  the  installation  of  the  facility  proceeded. 

I  am  not  acquainted  with  the  provisions  of  our  own  State  laws 
in  connection  with  the  granting  of  a  permit  for  such  a  facility. 

Mr.  Anderson.  This  is  the  point  I  want  to  work  toward.  I  notice 
in  your  remarks  you  said  that,  it  is  the  responsibility  of  the  Federal, 
local  and  State  governments  to  work  together,  or  words  to  that 
effect. 

Mr.  Frankel.  Yes. 

Mr.  Anderson.  And  then  I  believe  Mr.  Matthews,  in  his  remarks, 
said  that  in  the  case  of  H.R.  2020,  which  would  give  each  State  the 
statutory  veto  power,  that  the  NOIA  was  opposed  to  the  concept 
of  this  bill. 

I  just  wonder  where  we  were  on  this.  Do  you  believe  that  any- 
thing out  beyond  the  3  mile  limit  should  be  under  the  total  control 
of  the  Federal  Government,  and  if  so,  how  do  you  adjust  that  with 
the  other  remarks  that  would  be  the  responsibility  of  local.  State 
and  Federal  Government? 

Mr.  Frankel.  As  you  know,  the  single  buoy  mooring  is  connected 
to  the  shore  by  the  means  of  a  submarine  pipeline.  It  is  not  isolated 
out  in  the  open  sea.  That  means  that  that  pipeline  will  pass  through 
Federal  and  State  and  local  waters. 

In  the  case  of  Los  Angeles  Harbor,  for  example,  the  Port  of 
Los  Angeles  is  studying  the  feasibility  of  creating  an  offshore  berth 
well  beyond  the  Los  Angeles  breakwater.  This  would  be  beyond  the 
port  confines,  within  the  jurisdiction  of  the  city  of  Los  Angeles, 
but  the  pipelines  would  have  to  transit  the  Port  of  Los  Angeles 
water,  and  enter  into  city  property. 

Now,  we  would  have  all  bodies  involved  there.  There  would  be 
the  Federal  Government,  the  State,  the  port  and  the  city. 

This  is  what  I  am  referring  to  by  the  various  agencies  who  are 
concerned  with  this  matter. 

Mr.  Anderson.  Well  then,  do  you  feel  that  the  States  should  not 
have  a  veto  power,  but  should  somehow  be  consulted?  Is  that  it? 
On  a  sort  of  voluntary  basis,  and  if  they  do  not  like  what  the 
Federal  Government  is  doing,  that  the  Federal  Government  can  go 
ahead  and  do  it  any  way? 

Mr.  Frankel.  I  think  your  suggestion  is  correct. 

Mr.  Anderson.  That  is  not  my  suggestion.  I  am  trying  to  get 
your  opinion. 

Mr.  Frankel.  I  think  they  should  be  consulted. 

Mr.  Anderson.  Do  you  think  the  State  or  local  government  should 
have  any  right  in  determining  the  location  of  sites,  for  example? 

Mr.  Frankel.  Yes,  I  do. 
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Mr.  Anderson.  In  other  words,  if  the  Federal  Government  says, 
we  think  the  line  that  comes  out  of  the  Los  Angeles  Harbor  should 
go  over  here,  Los  Angeles  Harbor  people  say  it  should  be  over  here, 
you  feel  the  Federal  Government  should  have  the  authority  to  have 
the  final  word  on  determining  location  as  to  where  these  should 
come  out  and  so  on? 

Mr.  Frankel.  I  think  the  situation  varies  from  State  to  State. 

In  the  State  of  California,  the  areas  that  we  are  discussing,  the 
Port  of  Los  Angeles  or  Long  Beach. 

Mr.  Anderson.  Those  are  both  in  my  district,  so  I  am  acquainted 
with  them. 

Mr.  Frankel.  We  have  a  lot  of  heavy  ship  traffic  in  the  area. 

The  Coast  Guard  is  directly  concerned  with  the  safe  navigation  of 
those  vessels  which  are  transiting  our  waters,  either  going  coastwise 
or  which  are  entering  or  departing  from  our  ports. 

There  is,  of  course,  a  deep  Federal  interest  because  of  the  Coast 
Guard  responsibilities  there. 

We  would  want  an  offshore  facility  to  be  removed  and  apart  from 
a  ship  traffic  lane. 

The  ship  traffic  lanes  normally  are  established  by  the  Federal 
Government  and/or  with  the  suggestion  and  cooperation  of  the  local 
authorities  who  are  operating  the  ports. 

There  must  be  a  coordinated  approach  to  the  establishment  of  these 
facilities  and  the  siting  of  them. 

ISIr.  Anderson.  But  if  you  take  all  the  authority  away  from  the 
local  governments  and  the  State,  there  may  not  be  the  cooperation 
from  the  Federal  Government  that  there  might  be  if  there  was  some 
authority. 

For  example,  I  was  wondering  if  we  should  not  allow  the  States 
to  decide  to  have  higher  standards  than  the  Federal  Government 
sets. 

Do  you  think  they  should  be  able  to  have  that? 

Mr.  Frankel.  I  thmk  so.  I  see  no  reason  why  not.  Whatever  the 
standards  are  that  the  States  would  impose,  if  they  were  much  higher 
or  more  stricter  or  more  severe  standards,  these  can  be  responded 
to  easily  enough  by  the  suppliers  of  the  facility  or  the  constructors 
of  them. 

We  have  worked  in  many  parts  of  the  world,  and  the  requirements 
of  both  local  authorities  and  governmental  bodies  have  usually  been 
meshed;  and  we  have  always  been  responsive  to  these  combined  re- 
quests or  the  requirements  of  them. 

Mr.  Anderson.  Well,  thank  you  very  much.  I  have  been  told  my 
5  minutes  have  expired. 

Mr.  Downing.  Mr.  Forsythe? 

Mr.  Forsythe.  Thank  you,  Mr.  Chairman. 

Mr.  Matthews,  are  you  aware  of  a  recent  GAO  study  on  the 
effectiveness  of  the  geological  survey  in  regulating  the  offshore 
structures. 

Mr.  Matthews.  No,  sir. 

Mr.  Forsythe.  I  understand  the  report  is  somewhat  critical  of 
the  operation  of  the  Geological  Survey. 

Mr.  Matthews.  This  is  the  GAO  ? 

Mr.  Forsythe.  Yes. 
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]Mr.  Matthews.  I  am  not  familiar  with  that. 

Mr.  FoRSTTHE.  I  join  Mr.  Downing  in  feeling  that  we  do  not 
necessarily  have  all  the  expertise  in  this  one  Agency.  Maybe  we  need 
to  pull  together  some  of  the  expertise  we  have  in  NOAA  and  the 
Coast  Guard,  in  this    area. 

Mr.  Matthews.  JMr.  Forsythe,  I  agree  completely.  That  is  why 
I  said  we  would  have  the  best  of  all  possible  worlds  in  this  particular 
regard  if  NOAA  and  GS  were  brought  together,  we  would  have 
all  the  expertise,  so  to  speak. 

I  think,  given  the  current  situation,  that  it  would  be  better  to  use 
the  existing  experties  in  GS  and  BLM,  calling  heavily  on  NOAA 
and  their  expertise  in  a  consultative  capacity. 

As  to  the  question  raised  by  Mr.  Anderson  a  while  ago.  while  we 
would  oppose  the  absolute  veto  by  a  State,  we  most  assuredly,  very 
strongly,  advocate  that  the  States  cooperate  and  the  Federal  Govern- 
ment cooperate  with  the  State. 

As  far  as  the  State  is  concerned — and  we  are  talking  about  inter- 
national waters,  beyond  the  three-mile  limit — when  one  gets  within 
the  three-mile  limit,  there  are  many  other  efforts  and  activities 
available  to  a  State  to  allow  them  to  control  very  effectively  where 
this  pipeline  is  coming  ashore  or  where  anything  else  is  going. 

So  the  State  is  going  to  have  a  voice  in  this  whole  process.  So  the 
whole  process  should  be  a  consultative  process  within  Government 
agencies,  with  the  States,  with  localities  and  the  various  disciplines 
interested  in  the  subject. 

Mr.  Forsythe.  I  would  certainly  support  that. 

Mr.  Anderson.  Would  the  gentleman  yield? 

Mr.  Forsythe.  Yes. 

Mr.  Anderson.  I  do  not  want  to  take  a  point  of  issue  there,  but 
there  is  a  difference.  I  think  you  have  to  give  the  States  some 
control,  where  they  do  not  have  any  authority  at  all,  to  cooperate. 

Mr.  Matthews.  In  international  waters? 

Mr.  Anderson.  Yes.  For  example,  I  recall  the  fact  that  in  the 
case  of  California  we  have,  I  think,  the  best  requirement  for  off- 
shore drilling  out  to  the  three-mile  limit.  We  created  the  Santa 
Barbara  Preserve  and  said  that  is  the  end  of  it.  The  Federal  Govern- 
ment said,  we  are  going  to  drill  out  there  anyway. 

Well,  we  took  them  to  court.  They  won.  They  put  the  oil  wells  in, 
and  you  know  what  happened. 

As  a  result  we  had  the  Santa  Barbara  oil  spill.  If  the  State  had 
had  veto  power,  and  the  State  said  3^ou  could  not  do  it,  the  oil  would 
not  be  drilled  in  the  first  place,  and,  secondly,  if  it  had  been  drilled, 
the  State  requirement  would  have  been  tougher. 

I  would  like  to  see  in  this  legislation  that  we  have  at  least  the  op- 
portunity to  have  stronger  requirements  for  each  State,  because  each 
State  is  a  bit  different. 

Thank  you,  Mr.  Forsythe. 

Mr.  Forsythe,  I  have  one  other  area  of  questioning. 

I  refer  to  the  problem  of  weather  conditions.  I  think  it  was  Mr. 
Frankel  who  made  a  considerable  point  about  the  North  Sea  and 
about  the  adverse  weather  conditions. 

Do  you  believe,  based  on  your  experience,  that  we  would  be  able 
to  build  these  facilities  along  the  Atlantic  coast  without  fear  of 
weather  problems? 
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Mr.  Frankel.  Yes,  sir,  there  are  two  points  here,  Mr.  Forsythe. 

One  is  that  as  far  as  from  an  engineering  standpoint  the  facilities 
€an  be  designed  and  installed  to  survive  under  the  very  worst  con- 
ditions that  could  ever  pertain  in  that  area  along  the  Atlantic  sea- 
board. 

Now,  that  is  survivability.  Under  the  worst  conditions,  you  would 
never  have  a  tanker  on  that  mooring.  The  other  point  is  to  be  able 
to  install  a  facility  which  would  be  able  to  accommodate  a  VLCC 
and  the  environmental  forces  to  which  it  is  designed  to  accommodate 
such  a  shij).  And,  as  I  said,  I  have  witnessed  the  ships  remaining 
on  a  moor  in  wind  forces  of  up  to  60  knots. 

Now,  here  again,  there  is  a  human  factor  that  comes  in  there,  how 
wise  is  the  master  of  that  ship,  or  what  are  the  company  require- 
ments? When  do  they  break  off? 

As  far  as  design  criteria,  we  have  examined  about  15  spots  along 
the  coasts  of  the  United  States,  and  we  have  looked  very  carefully 
into  the  environmental  requirements  there,  and  we  know  that  we  can 
design,  install  facilities  to  match  them. 

Mr.  FoRSTTiiE.  I  assume  because  of  the  more  severe  weather  prob- 
lems that  it  would  be  more  costly  to  construct  such  a  facility  along 
the  Atlantic  coast,  as  compared  to  the  gulf  coast. 

Mr.  Frankel.  Speaking  to  an  individual  unit  of  a  single  buoy 
mooring,  on  the  gulf  coast  we  would  design  to  the  100-year  storm. 
We  would  take  into  consideration  the  great  hurricanes  that  occur 
down  there,  the  same  way  up  on  the  eastern  seaboard. 

I  think  it  would  be  pretty  much  of  a  standard. 

Islv.  Forsythe.  It  would  not  be  any  great  difficulty.  The  time  of 
construction  would  follow  that  same  pattern? 

I  see  that  Mr.  Lee  is  nodding  yes. 

Mr.  Lee.  Since  there  are  construction  facilities  on  the  gulf  coast 
specializing  in  the  fabrication  of  the  platform  components,  it  would 
probably  be  economical  to  build  them  in  one  of  those  facilities  and 
transport  them  to  the  east  coast,  which  would  add  a  certain  amount 
to  the  coast,  but  it  does  not  change  the  economics  very  much. 

Mr.  Forsythe.  While  I  have  you  on  the  microphone,  Mr.  Lee,  you, 
of  course,  talked  about  the  offshore  pumping  stations. 

Mr.  Lee.  Yes. 

Mr.  Forsythe.  What  is  the  distance  involved  before  you  have  to 
get  into  an  offshore  pumping  station? 

Mr.  Lee.  That  depends  entirely  on  the  capability  of  the  tanker 
pumps,  and  if  it  is  a  facility  which  is  designed  for  and  will  use  ex- 
clusively the  new  tankers,  the  new  tankers  have  a  pumping  capability 
that  could  pump  in  large  amounts  of  oil  3,  4,  or  5  miles. 

If  some  of  the  older  tankers  wdth  smaller  pumps  are  used,  their 
capability  is  usually  much  less.  If  the  shore  is  5  miles  or  farther,  it 
is  usually  best  to  locate  a  pumping  facility  as  near  as  practical. 

Mr.  Forsythe.  My  time  has  expired. 

Thank  you  very  much,  Mr.  Chairman. 

ISIr.  Downing.  Counsel  has  a  question. 

Mr.  Heyward.  I  would  like  to  ask  a  couple  of  questions  about  the 
operations  of  the  ships  at  the  mooring  point,  when  they  are  dis- 
charging, and  would  be  happy  to  have  either  of  you  answer  them. 

First,  was  the  seaberth  that  you  referred  to  the  same  as  the  SBM 
mooring  that  Mr.  Lee  was  referring  to? 
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Mr.  Feaxkel.  That  is  another  name  for  it. 

Mr.  Heyward.  This  is  the  type  of  facility,  for  instance,  that  is 
located  off  Barker's  Point  near  Honolulu? 

Mr.  Frankel.  Yes,  sir,  the  same. 

Mr.  Heyward.  What  size  ships  do  those  moorings  accomodate,  or 
could  they  accommodate? 

Mr.  Frankel.  The  facility  at  Barkers  Point  is  run  by  Chevron,  or 
is  owned  by  Chevron. 

They  have  taken  ships  in  there,  I  think,  of  up  to  about  80,000  or 
90.000' deadweight  tons. 

In  that  particular  facility  it  must  be  borne  in  mind  that  they 
must  use  tugs  to  assist  them  in  the  moor. 

IMr.  Heyward.  Tiiey  are  also  limited  by  weather  conditions — • 
right  ? 

jNIr.  Frankel.  Yes,  sir,  that  is  correct. 

Mr.  Heyward.  In  connection  with  waves  and  swell  activity,  you 
mentioned  wave  and  swell  heights,  and  when  we  get  into  the  length 
of  swells  and  tlieir  periods,  how  much  surge  is  involved  in,  sav,  a 
tanker  of  250,000  tons? 

I  realize  the  larger  the  tanker  the  less  the  influence,  but  wliat 
would  you  think  the  safety  factor  should  be  as  far  as  draft  is  con- 
cerned related  to  the  depth? 

Mr.  Frankel.  Yv'ell,  in  designing  a  particular  buoy,  we  take  ir^to 
consideration  the  maximum  size  vessel  under  full-load  conditions, 
which  will  have  gone  into  that  facility. 

We  also  take  into  consideration  water  depth,  maximum  tidal  phe- 
nomenon which  will  ever  occur  in  that  area,  maximum  swell  and 
maximum  vs^ave,  and  any  other  force  that  can  be  considered,  even 
those  which  are  extraordinar}'^,  tidal  wave  effect,  and  we  take  into 
consideration  all  these  factors  and  recommend  the  siting  of  the  buoy 
in  a  water  depth  that  would  provide  for  the  vessel  to  arrive  at  that 
spot,  be  permitted  to  load  or  discharge  without  ever  fear  of  bottom- 
ing with  a  maximum  swell  and  wave  occurring. 

Mr.  PIeyward.  So  that  it  would  differ  from  location  to  location? 

Mr.  Frankel.  Yes,  sir,  they  do. 

For  example,  we  have  installed,  we  habe  a  buoy  that  we  built  for 
Gulf  Oil  about  7  or  8  vears  ago,  located  about  16  miles  off  of  Nigeria. 
The  J.  Ray  McDermott  Co.,  in  fact,  installed  our  buoy  there. 

This  facility  is  subjected  to  almost  a  continuous  swell  effect  a  good 
bit  of  the  year  and  these  swells  range  anywhere  from  12  to  20  feet. 
That  is  from  crest  to  bottom. 

In  IJlsan,  Korea,  we  have  two  buoys,  facing  the  Sea  of  Japan. 
Everj'day  at  noon,  almost  like  clockwork  without  failure,  year-round, 
there  is  a  tremendous  swell  that  SAveeps  in  and  lasts  for  about  5  or 
6  hours,  and  this  again  ranges  anywhere  from  12  to  18  feet.  Tankers 
enter  and  successfully  moor  during  these  times,  make  fast,  discharge 
their  cargoes,  and  then  proceed  on  their  way.  There  has  never  been 
any  bottoming  of  ships. 

Mr.  Heyward.  There  would  have  to  be  some  safety  factor  cranked 
into  the  project  to  be  sure  we  do  not  have  any  bottoming  in  the  future. 

Mr.  Frankel.  That  is  a  valid  and  very  correct  point. 

Normally,  a  fact  orof  safety  is  allowed  for  a  distance  from  the 
keel  of  the  ship  to  the  sea  floor.  It  could  be  anywhere  from,  say,  10 
percent  of  the  vessel's  molded  depth  or  greater. 
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Mr.  Hetward.  In  connection  with  light  winds  and  cahn  weather, 
how  much  problem  is  there  is  the  ships  surging  up  to  the  buoy  ? 

Mr.  Frankel.  May  I  just  sliow  you  this  one  photograph  again? 

This  is  about  an  85,000  deadweight  tonner  riding  up  on  the  buoy. 
This  is  in  Singapore. 

In  designing  an  SBiM,  we  normally  allow  for  a  lateral  displacement 
of  the  buoy  of  one  times  the  buoy's  OAvn  diameter,  so  when  the  ves- 
sel docs  ride  up  on  the  terminal,  she  can  nudge  it  aliead  about  ortce 
its  OAvn  diameter. 

These  buoys  range  in  diameter  anywhere  from,  oh,  20  feet  to  up 
to  close  to  50  feet.  As  the  buoy  is  displaced  in  the  water,  the  ground 
legs  which  lie  in  the  directioii  toward  the  tanker  tend  to  take  a  strain 
and  they  pull  the  buoy  back  and  the  ship  will  ride  off  the  buoy. 

Mr,  Heyward.  So  it  is  designed  so  that  there  Avould  be  no  chance 
those  lines  going  down  to  the  bottom  containing  oil  to  be  parted.  Is 
that  correct? 

Mr.  Frankel.  That  will  never  occur. 

"Mr.  Heyward.  How  much  time  generally  would  it  take  for  a 
250,000  deadweight  tonner  to  unload,  approximately — 1  day? 

Mr.  Fraxkel.  That  is  the  normal  rule  of  thumb  that  most  of  the 
operators  and  the  terminal  refinery  operators  require.  They  like  to 

?.fr.  Heyward.  Now,  ]Mr.  Lee,  in  connection  with  unloading,  if  we 
get  their  ships  in  and  out  of  there  in  a  day's  time, 
have  more  than  one  single  point  mooring  with,  say,  two  ships  unload- 
ing at  the  same  time,  is  there  enough  capacity  in  the  pipeline  going 
ashore  from  some  of  these  designed  projects,  as  far  as  you  know,  to 
take  care  of  oil  from  both  ships,  or  would  there  be  some  major  stor- 
age capacity  on  the  pumping  platform? 

]Mr.  Lee.  Storage  offshore  would  be  most  unusual  and  very  pro- 
hibitive in  cost  for  the  facilities  which  we  worked  on.  It  is  a  matter 
of  economics. 

But  the  pipeline  and  the  pumping  facilities  can  be  sized  for  any 
desired  quantity.  The  big  one  we  are  building  now  in  the  Persian 
Gulf  can  unload  three  tankers  at  once, 

-VARD.  There  would  be  a  limit,  though,  once  the  project 
is  underway  on  the  number  of  ships  that  could  be  effectively  handled 
dictated  by  the  size  of  the  pipeline  going  from  the  pumping  plat- 
form into  shore? 

Mr.  Lee.  Yes,  sir,  as  the  project  grows  more  buoys  are  added,  with 
pumps,  and  more  pipelines.  The  system  has  to  work  as  a  team,  be- 
a  system  that  had  one  pipeline  and  one  pumping  station  and  one 
cause  one  buoy  can  unload  at  a  certain  rate.  You  could  conceive  of 
buoy  all  sized  equally,  or  the  system  could  be  sized  for  two  buoys 
or  three. 

Mr.  Heyward.  When  joii  are  constructing  the  platforms  them- 
selves, the  jackets,  the  legs  for  the  platform  are  all  in  one  piece  when 
they  are  put  in  position? 

Mr.  Lee.  The  pilings  are  not. 

Mr.  Heyward.  I  said  the  jacket. 

Mr.  Lee.  The  jacket  itself  is  one  piece. 

Mr.  Heyward.  And  the  piling  is  put  in,  in  sections? 

Mr.  Lee.  And  welded  together  or  spliced  as  you  drive  it. 

Mr.  Heyward.  How  much  penetration  for  a  platform  in  100  feet 
of  water? 
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Mr.  Lee.  We  have  had  as  little  as  100  feet  penetration  and  some- 
times 400  or  500  feet  in  soft  areas. 

Mr.  Downing.  We  want  to  thank  you  gentlemen  very  much. 

Next,  I  would  like  to  call  Mr.  Earl  W.  Clark  and  Talmage  E. 
Simpkins,  codirectors  of  the  Labor-Management  Maritime  Com- 
mittee. Gentlemen,  welcome  to  the  committee. 

STATEMENT  OF  EAUL  W.  CLAUK  AND  TALMAGE  E.  SIMPKINS, 
CODIEECTORS,  LAEOE-MANAGEMENT  MAEITIME  COMMITTEE, 
WASHINGTON,  D.C. 

Mr.  Clark.  The  Labor-Management  Maritime  Committee  whose 
membership  includes  steamship  lines  in  both  the  liner  and  tanker 
trade  and  maritime  unions,  both  seagoing  and  shoreside,  supports 
the  concept  of  H.R.  5091,  a  bill  to  amend  the  Marine  Protection,  Re- 
search and  Sanctuaries  Act  of  1972,  and  its  counterpart  bill,  H.R. 
5898,  which  would  amend  the  Merchant  Marine  Act  of  1936 — both 
construction  of  large-scale  offshore  structures,  including  deepwater 
bills,  in  essence,  having  the  fundamental  purpose  of  enabling  the 
terminals  and  environmental  protection  essential  to  such  construction. 

The  context  of  these  bills,  taken  in  sum,  strikes  a  rather  plausible 
balance  between  the  urgent  need  on  the  one  hand  to  protect  the 
natural  resources  of  the  sea  from  pollution  and  other  impairment 
and,  on  the  other  hand,  to  provide  the  vital  energy  resoui'ces  upon 
which  the  very  survival  of  the  U.S.  economy  so  essentially  depends. 

We  note  that  the  bills  as  drafted  place  primary  responsibility 
with  the  Secretary  of  Commerce  for  programs  authorized  in  the 
legislation  while  the  administration  would  place  such  responsibility 
with  the  Secretary  of  the  Interior.  Since  domestic  and  international 
commerce  involved  with  energy  supply  and  the  need  for  environ- 
mental protection  are  so  intrinsically  related,  there  must,  of  course, 
be  the  utmost  cooperation  between  such  agencies. 

Consultatory  and  other  cooperative  relationships  are  directly  pro- 
vided in  the  legislative  proposals,  including  the  responsibilities  of 
the  U.S.  Coast  Guard  in  navigational  matters. 

We  would  hold  that  agency  coordination  and  cooperation  out- 
weigh the  actual  determination  of  where  the  program  administra- 
tion is  lodged. 

However,  we  would  favor  and  support  the  current  provisions  of 
the  bill  which  lodge  such  responsibility  with  the  Secretary  of  Com- 
merce. Such  a  lodging  of  authority  in  areas  involving  transportation 
factors  connected  with  seaborne  cargo  transport  is  in  consonance 
with  earlier  action  by  the  Congress  when  maritime  affairs  were  left 
with  the  Department  of  Commerce  rather  than  the  Department  of 
Transportation. 

Clearance  of  environmental  problems  between  the  several  agen- 
cies involved  with  such  matters  can  still  be  lodged  in  the  Department 
of  the  Interior  as  an  overall  coordinating  agency,  if  desired. 

We  note  the  Department  of  Transportation,  through  the  Office  of 
Pipeline  Safety,  has  responsibility  for  insuring  the  reliability  of 
pipeline  systems  from  deepwater  port  terminals,  not  only  to  the 
shore  but  to  the  refineries  and  the  consumer. 
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The  Department  has  many  other  items  of  interest,  including  the 
U.S.  Coast  Guard  aspects.  In  fact,  so  many  agencies  are  involved 
and  so  much  legislation  has  been  enacted  on  environmental  subjects 
that  the  President  is  considering  a  new  Cabinet  Department  of 
Energy  and  Natural  Resources  to  handle  such  programs. 

We  would  feel  that  overall  coordination  of  environmental  rela- 
tionships might  well  be  lodged  in  the  Department  of  the  Interior, 
or.  if  established,  such  new  department,  without  disturbing  the  De- 
partment of  Commerce  responsibilities  as  provided  in  H.K.  5091. 

As  to  other  more  specific  items  of  consideration,  we  do  not  favor 
giving  States  the  sole  determination  as  to  the  existence  of  deepwater 
ports  opposite  their  shores. 

First  of  all.  such  deepwater  ports  would  be  located  beyond  the 
waters  controlled  by  States  or  by  the  United  States,  the  latter  either 
by  treaty  or  international    agreements. 

Tlie  projected  locations,  estimated  at  some  15  to  25  miles  from  shore, 
are  thus  beyond  the  general  3-mile  international  understandings,  as 
well   as  the  12-mile  fishing  right  boundaries. 

Such  Tuatters  involved  witli  international  waters  are  logically 
within  tlie  Federal  scope  ratlier  than  the  States. 

It  ]ins  been  aptly  pointed  out.  however,  that  without  State  co- 
operation and  consent,  the  operation  of  offshore  deepwater  facilities 
would  be  greatly  hindered,  if  not  made  impossible. 

Refusal  to  permit  countei-part  shoreside  facilities,  commensurate 
with  deepwater  terminal  needs,  would  tend  to  nullify  the  entire 
operation,  as  would  excessively  rigid  administration  of  State  land- 
use  i^rogramiS. 

"We  are  fiimlv  of  the  belief  that  the  verv  crucial  elements  of  our 
energy  crisis  M'ill  ultimately  force  a  Federal-State  so-called  detente 
in  dealing  with  both  environmental  protection  and  energy  supply. 
This  will  ultimately  be  true  out  of  sheer  necessity. 

We  are  vigorously  opposed  to  granting  the  States  the  right  of  veto 
of  superport  plans.  State  review  as  a  part  of  the  process  of  Federal- 
State  consideration  and  u.nderstanding  is  essential,  but  this  should 
not  involve  a  State  veto  right. 

It  is  as  unthinkable  for  overdeveloped  environmental  considerations 
to  destroy  our  economy  as  it  is  to  permit  our  economic  and  industrial 
conduct  to  destroy  our  environment. 

In  either  case,  human  life  is  jeopardized  and  a  proper  intelligent 
balance  most  certainly  must  be  achieved.  It  is  equally  unthinkable 
that  the  Xorth  Atlantic  States,  where  energy  needs  are  the  most 
acute  in  the  entire  Nation,  would  deny  the  development  of  deep- 
water  taiiker  terminals  off  their  shoi-es,  thus  expectin£r  other  States 
to  solve  North  Atlantic  energy  needs  by  permitting  deepwater  port 
construction  on  their  behalf. 

Unfortunately,  there  are  bills  presently  introduced  in  the  Congress 
which  would  seem  to  lead  in  just  such  a  direction. 

It  is  recalled  that  the  North  Atlantic  States  opposition  to  a  bill  to 
transport  a  percentage  of  oil  in  U.S.-flag  ships  killed  that  legisla- 
tion in  1972.  Putting  these  two  positions  back-to-back  would  mean 
carrying  imported  oil  from  North  Atlantic  use  in  foreign  ships  to 
ports  other  than  their  ow7i.  while  relying  on  such  processes  to  supply 
enerffv  to  the  most  volatile  blackout  and  brownout  areas  in  the 
United  States. 
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We  think  this  is  inconsistent  with  the  energy  needs  of  snch  States 
and,  therefore,  we  oppose  all  legislative  proposals  intended  to  forbid 
the  construction  of  deepwater  tanker  terminals  off  the  Atlantic  Ocean 
shores. 

In  this  connection,  a  Department  of  Transportation  witness  has 
testified  that 

Construction  of  supports  is  economically  justified  in  the  North  Atlantic 
region,  while  on  the  gulf  and  Pacific  coasts  such  construction  would  be  eco- 
nomically justified  only  if  the  volume  of  crude  import  increased  substan- 
tially. 

Thus,  the  North  Atlantic  area,  where  oil  and  petroleum  product 
import  needs  are  most  acute,  is  more  resistant  to  their  construction — 
a  condition  which  must  of  necessity  change  and  change  sharply. 

The  extent  to  which  present  land-use  guidelines  or  problems  under 
the  Coastal  Management  Act  can  be  met  by  superport  construction, 
opposite  existing  refineries,  is  in  question. 

Where  such  is  not  possible,  something  has  to  give  in  the  way  of 
other  locations,  for  America  must  meet  her  energy  crisis  soon  and 
on  a  practical  basis. 

In  the  administration's  testimony  presented  before  the  committee 
by  the  Honorable  Eussell  E.  Train.  Chairman  of  the  Council  on 
Environmental  Quality,  six  major  points  are  set  forth.  We  shall  deal 
with  them  in  order. 

1.  The  administration  bill,  H.R.  7501,  holds  that  the  Department 
of  Interior  provides  the  best  "authority  to  protect"  the  environment. 
This  may  be  true  with  respect  purely  to  aspects  of  environmental 
protection.  We  do  not  agree  that  this  holds  with  respect  to  deep- 
water  terminal  construction. 

In  addition  to  (1)  overall  Department  of  Commerce  responsibility 
in  the  field  of  trade  and  ocean  transportation,  (2)  the  waterborne 
transport  responsibilities  currently  lodged  in  the  Maritime  Adminis- 
tration within  the  Department  of  Commerce,  and  (3)  the  close 
Avorking  relationship  between  "such  agencies  and  the  U.S.  Coast 
Guard  in  the  Department  of  Transportation,"  it  is  pertinent  to  point 
out  that  NOAA  is  also  lodged  within  the  Department  of  Commerce. 

This  agency  is  deeply  involved  with  both  transportation  and  en- 
vironmental protection  and,  as  such,  can  provide  invaluable  assist- 
ance for  coordination  between  urgent  deepwater  port  needs  and  en- 
vironmental  facets   associated   therewith. 

AVe  would,  therefore,  support  H.R.  5091  and  its  counterpart,  H.E. 
5898,  placing  the  overall  authority  for  superport  construction  with 
the  Secretary  of  Commerce  but  requiring,  at  the  same  time,  the 
closest  coordination  with  all  affected  environmental  agencies  and 
particularly  the  Department  of  Interior. 

Tliis  latter  Department  may  well  be  used  as  an  overall  coordinat- 
ing agency  for  all  nonconstruction,  nonoperational  and  nonnaviga- 
tional  aspects, 

2.  Our  second  point  is  similar  to  the  first  but,  as  in  the  Council  of 
Environmental  Quality  testimony,  addresses  itself  to  the  question 
of  broad-basedness  of  authoritative  agency  responsibility. 

The  administration's  bill  contends  that  deepwater  port  develop- 
ment deals  with  important  energy  and  land-use  issues  as  well  and 
that,  therefore,  a  broader  absed  agency  is  preferable;  namely,  the 
Department  of  the  Interior. 
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"\^liile  recognizing  that  the  Department  of  Interior  is  deeply  in- 
volved Avith  domestic  energy  supply,  including  oil  drilling  on  the 
outer  continental  shelf,  we  still  fear  that,  taken  in  the  broad  con- 
text, greater  emphasis  might  be  placed  on  pure  environmental  mat- 
ters than  energy  transportation,  particularly  in  the  foreign  import 
supply  area. 

It  would  be  against  the  national  interest  if  attention  to  the  former 
became  so  all-possessing  that  great  detriment  to  the  latter  would 
ensue.  Certainly  the  Department  of  Interior  could  only  be  broader- 
based  principally  with  regard  to  environment. 

It  would  certainly  appear  that  the  Department  of  Commerce  would 
be  immeasurably  broader-based  in  transport  and  deep  sea  terminal 
construction — the  specific  purpose  of  the  legislation. 

We  believe,  therefore,  that  the  administration's  contention  on 
overall  broad-basedness  has  its  limitations. 

3.  The  administration  questions  the  one-time  nature  of  a  certifica- 
tion as  provided  in  H.R.  5091.  It  seems  to  argue  for  a  continuing 
licensing  and  regulatory  approach.  If  this  has  merit,  H.  R.  5091 
could  be  so  amended,  placing  any  responsibilities,  in  addition  to 
licensing,  in  the  Department  of  Commerce. 

However,  we  would  point  out  that  continuing  surveillance  of  the 
operation  would  result  under  the  penalty  exaction  provisions  of  the 
subject  legislation  of  this  hearing  as  currently  provided  therein. 

4.  The  administration  holds  that  stiff  and  criminal  penalties  for 
violation  of  the  condition  of  the  license  should  be  established.  Cer- 
tainly penalties  for  such  violations  are  warranted.  H.R.  5091  pro- 
vides strict  civil  penalties.  If  further  penalties  are  deemed  in  order, 
H.R.  5091  could  easily  be  so  amended.  AVe,  therefore,  see  no  justifi- 
cation in  lodging  authority  with  the  Department  of  Interior  due 
merely  to  differences  in  penalty  assessment  as  between  H.R.  5091  and 
the  administration's  bill.  H.R.  7501. 

5.  The  administration  bill  provides  for  revocation  or  suspension  of 
a  deepwater  port  facility  license.  We  would  prefer  penalty  assess- 
ment sufficient  to  protect  against  environmental  impairment  rather 
than  license  revocation,  although  some  provision  for  the  latter  may  be 
necessary  under  severe  condition  of  violation  or  environmental  dis- 
regard. 

Realistically,  no  one  will  invest  hundreds  of  millions  of  dollars  in 
a  deepwater  terminal  facility  where  revocation  becomes  an  easy 
matter  solely  in  the  hands  of  purely  environmentally-oriented  offi.- 
ciaklom. 

We  would  prefer  a  continuing  inspection  service  carried  on  by  the 
Department  of  Commerce  in  cooperation  with  other  environmental 
agencies,  with  wording  in  the  conmiittee  report  that  stiffer  penalties 
may  be  proposed  for  enactment  if  experience  shows  it  necessary  to 
insure  further  compliance  with  environmental  requirements. 

6.  The  administration  points  out  that  H.R.  5091  is  silent  on  pipe- 
lines that  bring  the  oil  to  shore.  We  believe  the  bill  may  have  pur- 
poselv  omitted  this  reference  since  presently  this  function  would 
appear  to  be  lodged  in  the  Office  of  Pipeline  Safety  in  the  Depart- 
ment of  Transportation.  The  bill  might  well  speak  to  this  relation- 
ship and  responsibility. 
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Lastly,  we  would  point  out  that  deepAvater  ports  are  most  essential 
to  help  relieve  tanker-port  congestion.  "With  energy  imports  expected 
to  more  than  double  by  1985  or  sooner,  the  port  traffic  in  oil  and 
petroleum  products  could  become  massive  indeed,  with  correspond- 
ingly augm.ented  accident  and  spill  incidents. 

Even  with  an  appreciable  number  of  deepwat^r  terminal  ports  in 
operation,  such  incidents  will  undoubtedly  lead  to  greater  naviga- 
tional regulation  due  to  the  further  development  of  the  smaller 
tanker  shuttle  service  between  regular  U.S.  ports  and  the  noncon- 
tiguous foreign  port  refineries  from  Newfoundland  to  the  Caribbean. 

Without  the  deepwater  terminals,  oil  from  the  Near  East  and  other 
supply  areas  would  require  smaller  oil  transport  tankers  in  much 
greater  number,  which  would,  in  turn,  make  both  the  import  of  oil 
more  difficult  and  the  hazards  to  the  environment  more  precarious. 

It  is,  therefore,  most  urgent  that  legislation  of  the  nature  of  H.R. 
5091  and  H.R..  5898  be  passed  at  an^earlier  date.  We  fully  realize 
that  these  legislative  proposals  were  introduced  for  the  purpose  of 
initiating  hearings  leadin  gto  required  enactments  governing  the 
subject  of  energy  imports  and  that  amendments  will  undoubtedly  be 
required  as  a  result  of  the  lengthy  hearings  held. 

We  would  recommend  to  the  committee  that  in  so  doing,  the  fol- 
lowing items,  condensed  into  three  essential  points,  be  sustained: 

1.  A  proper  division  between  the  authorities  in  the  field  of  environ- 
mental protection  on  the  one  hand  and  transport  energy  on  the  other. 
In  this  regard,  we  favor  the  transportation  and  construction  features 
lodged  with  the  Department  of  Commerce,  with  proper  liaison  with 
the  Department  of  Transportation,  including  its  U.S.  Coast  Guard 
responsibilities. 

On  the  other  hand,  we  would  not  oppose  lodging  overall  environ- 
mental protection  coordination  with  the  Department  of  the  Interior. 
We  do  oppose  the  single  agency  proposal  of  H.R.  7501. 

2.^  A  full  review  between  Federal  and  State  authorities  on  each 
project  proposal  to  ensure  that  full  consideration  be  given  to  the 
programs,  responsibilities,  and  desires  of  the  affected  States  but  with- 
out veto  authoritv  lodged  at  the  State  level. 

3.  A  certification  for  depwater  terminal  development,  while  re- 
quiring surveillance  for  compliance  associated  with  reasonable  penal- 
ties, must  not  be  subjected  to  such  regulatory  rigidity  as  to  create 
anv  continuing  imminence  of  cancellation,  as  such  a  condition  would 
only  serve  as  a  deterrent  to  investment  of  hundreds  of  millions  of 
dollars  in  facilities  so  necessary  to  our  national  energy  survival. 

We  thank  the  committee  for  the  opportunity  of  making  this  state- 
ment of  our  position  on  both  H.R.  5091  and  H.R.  5898  and  commend 
the  committee  for  its  foresight  in  moving  forward  on  a  timely  basis 
with  legislative  proposals  to  meet  the  urg'^nt  energy  needs  of  this 
country. 

^h\  Chairman,  we  do  favor  a  division  of  authority  and  therefore 
support  the  bill  that  is  being  heard  here  in  so  far  as  lodging,  con- 
struction, and  operational  features  are  concerned. 

I  will  not  elaborate  on  that,  Mr.  Chairman.  I  know  you  have  a 
roll  call. 

I  would  like  permission  to  file  for  the  record  the  national  position 
of  the  Propeller  Club  of  the  United  States  and  also  my  letter  to  the 
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Honorable  Leonor  Sullivan.  Chairman  of  this  Committee,  dated 
July  11,  1973. 

Mr.  Downing.  AVithout  objection,  those  two  documents  will  appear 
in  the  record  at  this  point. 

[Documents  follow:] 

Laboe-Management  Maritime  Committee, 

Washington,  D.C.,  July  11,  1973. 
Hon.  Leonor  Sullivan, 

Chairman,  Merchant  Marine  and  Fisheries  Committee, 
Longworth  Building, 
Washington,  B.C. 

Dear  Mrs.  Sullivan  :  The  Labor-Management  Maritime  Committee  is  ap- 
pearing and  filing  a  statement  in  support  of  H.R.  5091  and  H.R.  5898. 

In  addition  to  our  testimony,  we  respectfully  request  permission  to  file,  as 
a  matter  of  information  to  the  Committee,  a  National  Position  taken  by  the 
Propeller  Club  of  the  United  States  in  support  of  "Building  a  U.  S.  Tanker- 
Facility  Complex." 
.  ,    Respectfully, 

Earl  W.  Clark, 
Talmage  E.  Simpkins, 

Co-Directors. 

The  Propeller  Club  of  the  United  States,  Position  No.  7 — 1973, 
Building  a  U.S.   Tanker-Facility  Complex 

background 

Heavily  industrialized  LTnited  States,  with  only  six  percent  of  the  world's 
population,  consumes  approximately  one-third  of  all  energy  used  throughout 
the  world.  By  1985  our  energy  requirements  will  more  than  double  while  our 
domestic  supplies  will  prove  increasingly  inadequate. 

The  President  has  indicated  that  90  percent  of  our  consumed  energy  comes 
from  three  sources:  natural  gas,  coal  and  petroleum,  but  points  out  (1)  the 
increasing  scarcity  of  gas  augmented  by  ill-considered  regulation,  (2)  the 
low  energy  percentage  derived  from  coal  with  its  persistent  environmental 
problems,  and    (3)    the  inability  of  domestic  oil  production  to  meet  demand. 

It  is  obvious  that,  for  the  foreseeable  future,  oil  and  gas  and  their  products 
must  be  imported  from  the  Middle  East  and  other  foreign  sources  if  we  are 
to  meet  our  vital  energy  needs.  A  recent  proclamation  by  the  President  re- 
moved all  existing  tariffs  on  imported  crude  oil  and  refined  products  and 
suspended  direct  control  over  the  quantity  of  such  imports. 

Along  with  these  proclamations,  leading  to  greatly  increased  energy  im- 
ports, stands  the  Merchant  Marine  Act  of  1970  with  its  provisions  to  facili- 
tate the  construction  of  large  and  more  efficient  U.  S.  flag  tankers.  Such 
vessels  must  have  a  viable  tanker-offshore  deep  water  facility  complex  to 
handle  energy  transport.  Such  a  tanker-facility  complex  can  be  provided 
within  the  context  of  existing  environmental  enactments,  sensibly  administered. 

Action  to  create  such  an  industrial  complex  should  proceed  without  delay 
in  the  interest  of  protecting  energy  supplies  so  vital  to  the  nation. 

position 

The  Propeller  Club  of  the  United  States  calls  for  the  construction  of  an 
adequate  number  of  super  tankers  in  domestic  shipyards  for  operation  under 
U.  S.  Registry  to  enable  American  Flag  vessels  to  carry  a  substantial  portion 
of  petroleum  and  petroleum  products  imported  into  the  United  States.  Such 
tankers  should  be  owned  and  operated  by  U.S.  Flag  companies  and  meet  en- 
vironmental standards.  The  Propeller  Club  supports  the  construction  of  en- 
vironmentally approved  counterpart  off-shore  deep  water  facilities  on  all 
U.  S.  coasts  to  supply  and  protect  energy  sources  vital  to  the  economy  and 
national  security  of  the  nation. 

Mr.  Downing.  We  thank  all  of  you  gentlemen  for  appearing  here 
today. 
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The  Chairman  of  the  full  committee,  Hon.  Lconor  Sullivan,  has 
requested  this  letter  from  O.  William  Moody,  Jr.,  dated  June  29, 
-1973,  to  be  inserted  in  the  record.  If  there  is  no  objection,  it  will 
appear  at  this  point  along  with  other  information  supplied. 

The  committee  stands  adjourned,  to  meet  tomorrow  morning  at 
10  a.m. 

[The  information  follows :] 

Maritime  Trades  Department, 
American  Federation  of  Labor  and  Congress 

OF  Industrial  Organizations, 
Washington,  D.C,  June  29,  1913. 
Hon.  Leonor  K.  Sullivan, 

Chairman,  House  Merchant  Marine  and  Fisheries  Committee, 
Bayburn  Office  Building, 
Washington,  D.C. 

Dear  Madam  Chairman  :  During  the  past  several  weeks,  the  House  Mer- 
chant Marine  and  Fisheries  Committee  lias  been  holding  hearings  on  H.R. 
5091  and  H.R.  5898,  two  bills  which  will  set  up  definite  U.S.  policies  govern- 
ing the  planning  and  construction  of  deepwater  ports. 

The  AFL-CIO  Maritime  Trades  Department  congratulates  the  Committee 
for  its  initiative  and  foresight  in  holding  hearings  on  this  vital  subject. 

The  MTD  has  long  supported  the  construction  of  deepwater  ports  in  the 
U.S.,  and  we  feel  that  the  pending  legislation,  particularly  H.R.  5898,  will 
speed  the  accomplishment  of  this  goal. 

We  have  prepared  a  detailed  statement,  setting  forth  the  view  of  the  MTD 
on   deepwater  port   development.   We   would   ask   that   it   be   included   in    the 
record  on  this  important  subject. 
Sincerely, 

O.  William  Moody,  Jr., 

Administrator. 

Statement  by  the  AFL-CIO  Maritime  Trades  Department 

The  House  Merchant  Marine  and  Fisheries  Committee  now  has  under  con- 
sideration two  bills  which  will  establish,  for  the  first  time,  a  U.S.  policy 
towards  the  development  and  operation  of  superports. 

The  AFL-CIO  Maritime  Trades  Department,  which  is  a  constitutional  arm 
of  the  AFL-CIO  composed  of  44  unions  representing  eight  million  workers  in 
all  phases  of  maritime  employment,  has  long  supported  the  rapid  development 
of  deepwater  ports  on  the  coasts  of  the  United  States. 

These  ports  are  sorely  needed  to  improve  the  safety  and  economy  of  im- 
porting the  increasing  amounts  of  oil  and  petroleum  products  the  U.S.  will 
require  in  the  future. 

The  AFL-CIO  Maritime  Trades  Department  congratulates  the  House  Mer- 
chant Marine  Committee  and  its  Chairman,  Mrs.  Leonor  Sullivan,  for  their 
foresight  in  holding  hearings  on  this  vital  issue.  It  is  imperative  that  the 
Committee  and  the  Congress  establish  as  quickly  as  possible  a  definite  process 
for  building  and  operating  deepwater  port  terminals. 

Unless  such  a  policy  is  quickly  established,  the  development  of  a  U.S.  deep- 
water  port  will  continue  to  be  retarded  by  procedural  delays  and  by  a  lack 
of  clear  Government  guidance  about  what  is  required  before  a  port  may  be 
built  off  the  U.S.  coasts. 

The  two  bills  under  consideration  by  this  Committee,  H.R.  5()91  and  H.R. 
5898.  would  both  establish  a  national  policy  on  the  certification  of  super- 
ports.  However,  they  differ  in  the  qualifications  that  must  be  met  to  obtain 
certification. 

These  bills  and  the  numerous  other  proposals  to  deal  with  deepwater  ports 
that  have  been  introduced  this  session  of  Congress  highlight  the  importance 
of  superports  and  the  tremendously  complex  and  wide-ranging  issues  in- 
volved in  their  approval  and  construction. 

the  need  for  deepwater  terminals 

In  the  past,  the  MTD  has  strongly  supported  the  creation  of  superports 
to  serve  the  fuel  import  needs  of  the  United  States.  These  deepwater  ports 
are   a   first  priority   if  the  present  and   ever   increasing   petroleum   shortage 
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facing  the  United  States  is  to  be  overcome.  At  the  present  time,  the  U.  S. 
is  consuming  over  17  million  barrels  of  petroleum  a  day. 

It  has  been  variously  estimated  that  by  1985,  from  50  percent  to  as  much 
as  65  percent  of  U.  S.  oil  consumption  will  come  from  foreign  sources.  Much 
of  this  oil  will  be  transported  from  the  far  distant  Persian  Gulf. 

While  U.S.  oil  Import  needs  have  thus  been  Increasing  prodigiously,  at 
the  same  time  the  transportation  system  to  bring  this  oil  to  the  United 
States  has  become  seriously  outmoded. 

Today,  there  are  no  U.  S.  East  or  Gulf  coast  ports  that  can  handle  a  tanker 
larger  than  80.000  tons.  Oil  importers  have  thus  been  forced  to  charter  in- 
creasing numbers  of  small  40,000-60,000  ton  tankers. 

The  resulting  heavy  traffic  in  U.  S.  waters  by  small  foreign-flag  tankers 
carrying  U.  S.  oil  imports,  coupled  with  U.  S.  coastwise  oil  traffic,  has  cre- 
ated hazardous  congestion  in  U.  S.  harbors  and  sealanes  leading  to  conven- 
tional oil  discharge  facilities.  The  dangers  of  an  accident  and  spill  are  mag- 
nified by  this  heavy  traffic  in  smaller  tankers  serving  the  United  States. 

The  absence  of  any  U.  S.  deepwater  terminals  and  the  subsequent  U.  S. 
dependence  on  small  tankers  has  also  cost  the  nation  heavily  in  terms  of 
higher  fuel  costs  and  greater  dangers  to  the  U.  S.  environment. 

Cost  to  the  Gonsumrr. — It  costs  up  to  .50  percent  more  to  use  smaller  tankers 
to  import  U.  S.  oil  needs  than  it  would  to  use  larger  tankers  of  200,000  tons 
or  more.  These  large  tankers  would  allow  U.  S.  consumers  to  gain  the  ad- 
vantages of  the  economies  of  scale  "supertankers"  produce. 

Not  only  does  it  cost  the  consumer  more  for  his  oil  when  it  moves  on 
small  tankers,  Vnit  it  also  increases  the  dollar  drain  on  the  U.  S.  balance 
of  payments.  At  the  present  time,  almost  all  oil  imported  into  the  United 
States  is  carried  aboard  non-U.  S.  flag  tankers.  Mo;?t  of  these  tankers  are 
American-owned  runaway  flag  vessels  registered  in  Liberia  or  Panama.  As 
a  result,  the  higher  costs  involved  in  using  smaller  tankers  means  the  dollar 
outflow  on  the  balance  of  payments  increases. 

The  large  deficit  in  the  ocean  transportation  sector  of  the  U.  S.  balance  of 
payments  is  due  almost  entirely  to  the  small  foreign-flag  tanker  traffic  to 
the  U.  S.  carrying  imported  oil.  In  1970,  the  tanker  outflow  alone  totaled 
$393  million.  Had  this  outflow  not  occurred,  the  ocean  transportation  sector 
would  have  shown  a  .$332  million  surplus. 

Safety. — The  large  numbers  of  small  foreign-flag  tankers  using  U.  S.  ports 
have  also  created  a  safety  and  environmental  hazard  that  may  already  be 
greater  than  the  dangers  of  deepwater  ports  envisioned  by  the  authors  of 
H.  R.  5091  and  H.  R.  .5898. 

Trade  routes  along  the  coasts  of  the  U.  S.  are  severely  congested  with 
tankers  serving  U.  S.  oil  needs.  While  these  tankers  are  smaller  than  the 
supertankers  of  200,000  tons  or  more  that  now  efficiently  serve  other  nations, 
these  foreign  vessels  are  also  generally  older  and  less  safe  than  more  modern 
supertankers. 

As  has  been  noted,  most  of  these  small  tankers  are  foreign-flag  vessels,. 
built  to  standards  that  are  lower  than  those  in  the  U.  S.,  and  they  are 
manned  by  crews  that  may  not  be  fully  qualified.  Last  year  the  Organization 
for  Economic  Cooperation  and  Development  (OECD)  reported  on  the  haz- 
ards of  allowing  foreign-flag  ships,  most  of  them  registered  under  the  flags 
of  convenience  of  Liberia  and  Panama,  to  serve  the  ports  of  major  industrial 
countries. 

The  OECD  report  highlighted  accident  data  for  flag  of  convenience  fleets. 
These  nations'  fleets  carry  more  than  half  the  oil  imported  into  the  U.  S. 
According  to  the  OECD  report : 

".  .  .  It  has  often  been  said  that  the  flag  of  convenience  fleets  include  a 
large  proportion  of  low-quality  vessels  operating  under  minimum  maritime 
safety  conditions.  In  the  period  1950-1970,  total  loss  figures  for  Liberia  were, 
in  proportion  to  total  fleet,  twice  as  high  as  those  for  OECD  Member  coun- 
tries, for  Panama  three  times  as  high,  and  for  the  Lebanese  and  Cypriot 
fleets  very  much  worse.  Ix)ss  figures  are  closely  related  to  age  and  tliese 
figures  are  all  the  more  striking  in  that  the  average  age  for  Liberian-reg- 
istered  ships  over  this  period  was  8.7  years  compared  with  12  years  for  the 
OECD  countries ;  moreover  a  large  part  of  Liberian  shipping,  particularly 
tankers  and  bulk  carriers,  is  employed  permanently  on  long  hauls  and  spends 
relatively  little  time  in  congested  waters  .  .  ." 
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Thus  the  United  States  faces  a  dual  safety  threat  from  the  current  trans- 
-portation  system  used  to  import  oil  into  the  U.  S.  On  the  one  hand  the  U.  S. 
must  fear  the  increasing  congestion  by  smaller  foreign  tankers  in  U.  S. 
coastal  waters,  with  the  ever-present  danger  of  oil  spills  or  collisions.  And 
at  the  same  time,  the  United  States  must  also  risk  the  environmental  safety 
of  its  shores  and  beaches  on  the  dubious  skills  of  the  crews  of  runaway  flag 
vessels  of  Liberia  and  Panama. 

THE  ADVANTAGES  OF  DEEPWATER  TERMINALS 

The  best  solution  to  this  situation  is  to  build  a  number  of  deepwater  termi- 
nals along  the  coasts  of  the  United  States. 

On  the  Gulf  Coast,  the  oil  refineries  of  Louisiana  provide  an  excellent  re- 
ception point  for  a  portion  of  U.  S.  crude  oil  imports.  The  state  of  Louisiana 
fully  supports  a  deepwater  port  and  has  established  a  state  body  to  encour- 
age such  ports.  . 

On  the  East  Coast,  the  need  for  imported  oil  is  even  more  pressing.  \Vhile 
a  number  of  states  have  expressed  their  reservations  about  the  location  of 
a  port,  the  AFL-CIO  Maritime  Trades  Department  is  convinced  that  once 
adequate  safeguards  and  a  sound  environmental  plan  are  developed  for  pro- 
posed U.  S.  deepwater  terminals,  that  this  opposition  will  largely  disappear. 

The  West  Coast  is  the  only  area  of  the  nation  that  presently  has  ports 
deep  enough  to  accept  vessels  of  over  100.000  tons.  Yet  even  there  the  port 
capacities  are  limited;  and  if  large  tankers  are  to  serve  this  area  of  the 
nation,  then  deepwater  terminals  will  be  a  necessity.  Otherwise,  the  narrow 
confines  of  West  Coast  harbors  will  severely  restrain  the  ability  of  super- 
tankers to  maneuver  or  avoid  collisions. 

Deepwater  terminals  would  produce  numerous  benefits  for  the  United 
States.  They  would  allow  the  introduction  of  larger  tankers  to  serve  U.  S. 
ports,  thus  allowing  economies  of  scale  in  U.  S.  oil  trades. 

Deepwater  ports  could  be  built  without  the  severe  ecological  destruction 
associated  with  dredging  and  deepening  of  natural  harbors  such  as  New 
York. 

Deepwater  ports  would  halt  the  flight  of  U.  S.  refinery  capacity  to  the 
Bahamas  and  other  nearby  foreign  areas.  By  providing  U.  S.  refineries  with 
a  steady  flow  of  competitively  priced  oil,  U.  S.  refiners  would  be  encouraged 
to  expand  their  American  operations. 

The  U.  S.  flag  merchant  marine  would  be  stimulated  by  the  ability  to  use 
larger  vessels  to  serve  LT.  S.  oil  needs.  These  larger  vessels  would  be  better 
able  to  compete  more  effectively  with  foreign-flag  vessels  and  could  thus 
increase  the  U.  S.  flag  merchant  marine's  share  of  oil  import  cargoes,  which 
are  presently  carried  almost  exclusively  by  foreigners.  Both  U.  S.  shipbuild- 
ing and  shipping  and.  of  course,  the  U.  S.  economy  would  be  stimulated  by 
the  jobs  and  investment  this  development  would  produce. 

And  finally,  a  deepwater  port  could  save  U.  S.  consumers  50«;i  or  more  per 
barrel  of  oil  over  the  cost  of  petroleum  transshipped  through  the  Bahamas  or 
other  halfway  points.  The  balance  of  payments  outflow  for  oil  shipments 
could  thus  be  significantly  reduced. 

These  and  other  advantages  would  all  result  from  the  construction  of 
deepwater  terminals  in  the  U.  S. 

H.R.    5091    AND    H.B.    5898 

Both  of  these  bills  will  set  up  specific  procedures  and  methods  to  follow 
in  obtaining  environmental  and  operational  clearance  to  build  deepwater 
ports. 

Both  pieces  of  legislation  would  allow  the  Department  of  Commerce  to 
certify  that  a  plan  for  a  deepwater  terminal  has  met  the  requirements  of  law. 

The  AFL-CIO  Maritime  Trades  Department  supports  both  these  goals. 

It  is  imperative  that  the  steps  to  building  a  deepwater  port  be  set  forth  as 
quickly  and  clearly  as  possible.  Every  day  of  delay  only  prolongs  the  ultimate 
completion  of  a  deepwater  port.  Private  industry  remains  reluctant  to  begin 
a  deepwater  port  project,  with  the  attendant  financial  risk,  until  a  deep- 
water  port  law  is  passed. 

At  the  same  time,  the  MTD  supports  putting  the  authority  to  certify 
U.  S.  superports  in  the  Commerce  Department.  We  feel  that  within  the  De- 
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partment,  the  National  Oeeanograpliic  and  Atmospheric  Administration  has 
the  expertise  and  staff  to  accomplish  effectively  the  certification  of  a  deep- 
water  terminal. 

We  feel  that  of  these  two  hills,  H.  R.  5898  is  a  more  reasonable  and  prac- 
tical measure.  We  would  urge  the  Committee  to  give  this  legislation  its 
earliest  approval,  so  that  further  delay  in  the  construction  of  U.  S.  super- 
ports  will  not  occur. 

SUMMARY 

H.R.    5898   would   provide   both    the    impetus   to   build    superports    and    the 
assurance   that  the  nation's  coastlines   and   environment  would  be   protected. 
We  urge  the  Congress  to  support  this  legislation. 


Statement  of  the  American  Association  of  Port  Authorities, 

SuPERPORT  Facilities 

'  Madame  Chairman  and  Members  of  the  Committee:  The  American  Associa- 
tion of  Port  Authorities  consists  of  those  boards,  commissions,  authorities  and 
similar  agencies  of  local  government  responsible  for  public  port  development 
throughout  the  United  States.  There  are  some  85  such  agencies  in  the  United 
States  responsible  for  deepwater  port  development,  all  of  which  are  AAPA 
members.  Virtually  all  other  ports  of  this  Hemisphere,  Latin  America  and 
Canada,  also  maintain  AAPA  membership  for  interchange  of  technical 
information. 

Our  United  States  ports  are  a  highly  competitive  group,  very  sensitive  to  the 
flow  of  commerce,  and  keenly  alert  to  measures  which  might  affect  such  flow. 

The  port  industry  endorses  the  concept  of  superport  development  on  a  regional 
basis,  provided  that  such  developments  are  confined  to  the  handling  of  liquid 
bulk  cargo  superships  with  dimensions,  particularly  drafts,  so  excessive  that  it 
would  be  physically  and  economically  impracticable  to  accommodate  them  at 
existing  harbors,  even  if  they  were  improved  through  a  national  program  to 
maximum  feasible  depth.  However,  we  do  not  see  passenger,  container,  break- 
bulk  general  cargo,  petroleum  "light  product"  and  many  lesser  dry  bulk  cargo 
vessels  in  this  lack  of  channel  depth  predicament.  Thus,  for  such  categories  of 
ships,  we  oppose  the  regional  concept  as  unnecessary  and  continue  to  support 
the  Federal  harbor  improvement  programs  they  may  from  time  to  time  require. 

The  port  industry  therefore,  to  the  extent  and  for  the  purposes  indicated,  sup- 
ports regional  deepwater  port  development  for  the  handling  of  liquid  bulk  cargo 
supertankers.  However,  it  is  essential  that  all  relevant  factors  be  taken  into 
consideration,  including  the  need  to  safeguard  the  environment  for  the  "host 
area,"  assurance  that  the  benefits  from  such  development  are  shared  down  to  the 
consumer  level  in  price  and  supply  and  that  the  ports  to  be  served  from  any 
such  development  derive  equitable  benefits  in  a  manner  that  will  not  cause 
shifts  in  their  industrial  structures,  employment  or  basic  economics  to  the  advan- 
tage of  one  area  and  the  disadvantage  of  one  or  more  other  areas. 

We  note  that  most  of  the  legislation  taking  shape  goes  to  the  issuance  of 
licenses  for  the  development  of  offshore  port  facilities,  these  to  be  issued  by  an 
appropriate  Federal  agency.  We  feel  that  this  concept  is  basically  sound  and 
offers  avenues  for  private  and  local  initiative  such  as  have  been  traditional  with 
the  large  scale  movements  of  bulk  cargoes.  Terminal  facilities  for  bulk  purposes 
are  basically  links  in  a  processing-distribution  cycle.  Bulk  cargo  facilities  are 
generally  financed,  developed  and  operated  by  private  enterprise.  The  additional 
requirement  of  Federal  licensing  will,  hopefully,  resolve  the  various  complex 
issues  which  have  surrounded  the  offshore  terminal  concept,  permitting  much- 
needed  development.  Such  licensing  legislation  should,  in  our  opinion,  meet  the 
basic  testK  of : 

1.  Required  consultation  with  affected  States,  and ; 

2.  Required  consultation  with  affected  and  interested  Federal  agencies. 

In  its  endorsement  of  regional  deepwater  bulk  port  development  where 
genuinely  needed  to  meet  the  problems  mentioned  above,  the  port  industry 
opposes  any  termination,  slovv'down,  suspension  or  underfunding  of  existing, 
authorized  Federal  navigation  construction  projects  during  the  course  of  Fed- 
eral deepwater  port  development  efforts  unless  studies  establish  to  the  satis- 
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faction  of  the  local  interests  affected,  that  regional  deepwater  bulk  port  develop- 
ment is  necessary  in  the  area  involved  and  will  be  a  timely  and  viable  substitute 

Respectfully  submitted. 

Paul  A.  Amundsen, 

Executive  Director. 


U.S.  House  of  Representatives, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington,  B.C.,  July  2,  191 S. 
Adm.  Chester  R.  Bender, 
The  Cormnandant, 
U.S.  Coast  Guard, 
Washington,  B.C.  .—„=--.... 

Dear  Admiral  Bender:  As  jou  may  know,  the  House  Committee  on  Mer- 
chant Marine  and  Fisheries  has  been  engaged  in  comprehensive  hearings  on  the 
problem  of  offshore  terminals.  This  is  a  very  imi)ortant  matter  and  we  have 
been  working  in  conjunction  with  at  least  two  other  House  Committees  because 
of  the  overlapping  of  interest. 

Our  Committee  is  particularly  interested  in  the  operational  aspects  of  these 
proposed  offshore  terminals.  This  raises  a  number  of  questions  which  you  might 
be  able  to  help  us  with.  These  offshore  terminals  may  be  as  much  as  twenty  to 
twenty-five  miles  off  the  coast.  The  provisions  of  the  Ports  and  Waterways 
Safety  Act  naturally  lend  themselves  to  the  regulation  and  operation  of  these 
offshore  terminals.  Could  you  have  Admiral  Benkert  and  your  legal  .staff  ex- 
amine this  problem  for  us  and  give  us  an  opinion  as  to  whether  the  provisions 
of  the  Ports  and  Waterways  Safety  Act  as  enacted  would  apply  to  these  off- 
shore terminals,  or  whether  it  will  be  necessary  for  our  legislation  to  specifically 
extend  the  provisions  of  the  Ports  and  Waterways  Safety  Act  to  these  terminals 
some  miles  out  at  sea  ? 

In  addition,  I  would  appreciate  it  if  your  organization  could  give  us  a  listing  of 
other  laws  and  regulations  coming  within  its  purview  which  might  apply  to  the 
operation  and  regulation  of  these  offshore  terminals.  In  the  case  of  these  latter 
laws  and  regulations,  will  it  be  necessary  for  us  in  our  offshore  terminals 
legislation  to  aLso  specifically  extend  the  provisions  of  these  laws  and  regulations 
to  the  offshore  terminals? 

I  would  appreciate  your  help  in  these  matters  which  I  have  discussed  above, 
and  any  other  matter  which  your  staff  thinks  might  be  necessary  or  helpful  with 
respect  to  the  regulation  and  operation  of  offshore  terminals.  Since  we  are  anxious 
to  move  this  legislation  if  possible  in  the  near  future,  your  immediate  attention  to 
these  issues  would  be  appreciated. 
Sincerely, 

Leon  or  K.  (Mrs.  John  B.)  Sullivan, 

Chairman. 


Department  of  Transportation, 

U.S.  Coast  Guard, 
Washington,  D.C.,  July  25, 1913. 
Hon.  Leonor  K.  Sullivan, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries,  House  of  Representa- 
tives, Washington,  B.C. 
Dear  Madam  Chairman  :  Reference  is  made  to  your  letter  of  July  2,  1973, 
concerning  the  regulation  of  the  operational  aspects  of  proposed  offshore  terminals 
in  which  you  note  that  the  provisions  of  the  Ports  and  Waterways  Safety  Act 
lend  themselves  to  the  regulation  and  operation  of  these  terminals.  The  question 
posed  by  your  letter  concerns  the  means  by  which  this  and  other  statutes  should 
be  made  applicable  to  these  terminals  constructed  seaward  of  the  territorial  sea. 
Title  I  of  the  Ports  and  Waterways  Safety  Act  currently  applies  to  the  navi- 
gable waters  of  the  United  States  which  extend  seaward  only  to  include  the 
territorial  sea.  Since  it  is  most  probable  that  offshore  terminals  will  be  con- 
structed as  far  as  20  miles  or  more  from  shore,  it  will  be  necessary  to  extend  this 
statute's  application  by  new  legislation  to  these  terminals.  Furthermore,  as  you 
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recognized  in  your  letter,  there  are  additional  federal  statutes  which  might  apply 
to  offshore  terminals.  I  am  enclosing  a  list  of  statutes  which  relate  to  maritime 
.safety  and  marine  environmental  protection  in  port  and  near-shore  areas.  In 
my  view,  legislation  directed  to  the  comprehensive  regulation  of  offshore 
terminals  should  provide  for  the  application  of  these  statutes  as  well. 

It  should  be  recognized  that  effective  regulation  of  the  offshore  terminals  as 
ports  will  require  the  application  of  all  these  statutes,  not  only  to  the  terminals 
themselves  and  activities  directly  associated  with  their  use  and  operation,  but 
also  consistent  with  the  prevailing  international  law,  to  other  activities  con- 
ducted in  their  vicinity  which  interfere  with  or  impose  a  threat  to  this  use  and 
oi)eration.  To  the  extent  that  any  questions  may  exist  as  to  the  application  of 
specific  laws  and  regulations,  the  effectiveness  of  the  imposition  and  enforce- 
ment of  retpiirements  relating  to  safety  and  environmental  protection  will  be 
hampered.  Therefore,  the  legislative  jurisdictional  statement  by  which  the  listed 
laws  are  applied  to  offshore  terminals  and  all  activities  connected  with  their  use 
and  operation  should  be  clear. 

As  a  final  point  I  should  note  that  determinations  should  be  made  in  the  leg- 
islation relating  to  offshore  terminals  concerning  the  application  of  civil  and 
criminal  laws  and  the  creation  of  civil  police  authority.  As  you  are  aware,  state 
and  local  legislation  control  most  of  the  activities  in  a  port  and  federal  legisla- 
tion, taking  this  into  account,  is  limited  in  scope.  Therefore,  if  federal  law  is  to 
be  applicable  in  an  offshore  terminal  area,  the  equivalent  of  the.se  state  and  local 
measures  must  be  provided.  In  this  connection,  we  feel  that  if  adjacent  state  law 
is  assimilated,  the  statute  should  provide  a  mechanism  to  maintain  the  civil  law 
up  to  date.  This  is  not  presently  the  case  with  regard  to  federal  enclaves  or  the 
Outer  Continental  Shelf.  While  the  current  state  criminal  laws  are  assimilated, 
the  civil  law  is  not.  This  produces  anomalous  and  undesirable  results. 

I  appreciate  the  opportunity  to  provide  you  with  our  views  of  this  matter. 
If  the  Coast  Guard  can  be  of  any  further  assistance  to  you  in  the  consideration 
of  legislation  relating  to  offshore  terminals,  do  not  hesitate  to  call  upon  us. 

Sincerely, 

T.  R.  Sargent, 
Vice  Admiral,  U.S.  Coast  Guard,  Actiny  Commandant. 

United  States  Laws  Which  Should  Apply  to  Offshore  Terminals  Located 

Seaward  of  the  Territorial  Sea 

1.  All  laws  of  the  United  States  which  apply  to  the  high  seas 

2.  With  respect  to  aids  to  navigation,  marking,  lights,  and  signals 

(i)  14  U.S.C.  83 
(ii)  14  U.S.C.  85 
(iii)  14  U.S.C.  86 

3.  With  respect  to  port  security,  port  safety,  pollution  control  and  marine 
environmental  protection 

(i)  Title  I  of  Public  Law  92-340  (33  U.S.C.A.  1221  et  seq. ) 

(ii)  Title  II  of  the  Act  of  .Tune  15,  1017.  as  amended  (50  U.S.C.  191) 

( iii )  Public  Law  92-63  (33  U.S.C.  1201  et  seq. ) 

(iv)  The  Act  of  March  4.  1915.  as  amended  (33  U.S.C.  471) 

(v)  The  Act  of  September  15, 1922.  as  amended  (33  U.S.C.  472) 

(vi)    Sections  311  and  312  of  Public  Law  92-500  (33  U.S.C.A.  1321  and 

132'') 

(vii)   Public  Law  92-532   (33  T^S.C.A.  Chap.  27.  16  U.S.C.A.  Chap.  32) 

4.  With  respect  to  Marine  Inspection,  the  carriage  of  Dangerous  Cargo  vessel 
numbering,  merchant  seamen,  and  vessel  safety  generally 

(i)  Title  52  of  the  Revised  Statutes,  and  statutes  amendatory  and  .supple- 
mental thereto,  including  but  not  limited  to  Public  Law  92-75  (46  U.S.C. 

1451  et  seq.) 

(ii)   Title  53  of  the  Revised  Statutes,  and  statutes  amendatory  and  sup- 
plemental thereto 

5.  With  resi>ect  to  load  lines 

(i)  The  Act  of  March  2,  1929.  as  amended  (46  U.S.C.  85  et  seq.) 
(ii)  The  Act  of  August  27,  1935,  as  amended  (46  U.S.C.  88  et  seq.) 
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v       •";,<    r-     '    •  Aenold  F.   Klick,         .: 

Chevy  Chase,  Md.,  July  20,  1973.  i 
Hon.  Leonor  K.  Sullivan, 

Chairman,  Committee  on  Merchant  Marine  and  Fisheries,  U.S.  House  of  Repre- 
sentatives,  Washington,  B.C. 

Dear  Chairman  Sullivan  :  In  regard  to  the  offshore  and  terminal  facilities 
legislation  (H.R.  5091  and  others)  which  is  currently  before  your  committee,  I 
would  like  to  take  this  opportunity  to  present  the  following  observations  for 
your  consideration  and  possible  incorporation  in  the  hearing  record. 

These  observations  are  made  as  an  interested  and  concerned  citizen ; 

Concerned  because  we  seem  to  have  been  offered  a  "Hobson's  choice"  by  the 
maritime  industry  in  the  requirement  for  super-ports  to  meet  the  energy  needs 
of  the  nation. 

Interested  in  avoiding  a  recurrence  in  the  transportation  of  bulk  cargo  some- 
time in  the  future. 

The  observations  will  be  focused  on  H.R.  5898  "A  Bill  to  amend  the  Merchant 
Marine  Act,  1936,  to  provide  authority  to  the  Secretary  of  Commerce  to  issue 
permits  to  construct,  operate,  and  maintain  certain  offshore  port  and  terminal 
facilities.".  This  Bill  has  been  selected  as  the  focal  point  of  the  observations  be- 
cause of  its  greater  delegation  of  authority — issuance  of  permits  to  construct, 
operate  and  maintain — than  H.R.  5091.  Any  other  bills  which  may  be  before  your 
committee  have  not  been  studied.  I  cannot  comment  on  their  relative  merit, 
hence,  no  significance  should  be  attached  to  the  selection  of  the  focal  point  other 
than  the  one  cited. 

Not  being  an  expert  in  transportation  economics  nor  in  the  environmental 
aspects  of  marine  activities,  I  cannot  comment  on  the  desirability  of  "super- 
ports"  as  a  class  nor  as  individual  entities.  As  an  analyst  who  has  labored  with 
the  technical  aspects  of  complex  analyses  for  both  military  and  civil  agencies,  I 
do  feel  qualified  to  comment  on  the  effect  of  initial  conditions  or  criteria  on  the 
conclusions  of  an  analysis.  It  is  in  this  vein  that  my  observations  are  addressed. 

There  are  three  basic  criteria  set  forth  in  H.R.  5898,  these  are : 

1.  Need. 

2.  Environmental  impact. 

3.  Availability  of  alternative  sites  and  methods  of  construction. 

One  cannot  question  the  criteria  of  need,  however,  the  remaining  two  appear 
to  be  sufficiently  restrictive  to  give  the  impression  that  the  Congressional  intent 
is  to  limit  the  realm  of  the  Secretary's  consideration.  Two  important  facets 
which  appear  to  be  beyond  the  realm  of  the.se  three  criteria  are : 

1.  This  nation  has  an  enormous  investment  in  port  and  port  related  facilities — 
some  90  ports  in  30  different  states  each  of  which  handled  over  a  million  tons 
of  commerce  in  both  1970  and  1971.  The  commerce  handled  by  the  "super-ports" 
can  onlv  be  diverted  from  these  ports.  While  the  commerce  at  the  "super-ports" 
is  restricted  to  "means  of  supplying  the  energy  needs  of  the  Nation",  this  diver- 
sion may  not  be  overly  damaging,  however,  when  the  shippers  find  a  method 
for  handling  bulk  cargo  at  such  terminals  the  impact  could  become  acute. 

2.  The  criteria  regarding  alternative  considerations  appears  to  presume  that 
the  only  alternative  to  one  port  is  another  port.  This  is  correct  only  in  the  short 
run.  Ports  are  only  one  sector  of  the  ocean  transportation  industry,  ships  are 
another  very  significant  sector.  Should  not  the  consideration  of  alternatives 
include  possible  alternatives  in  that  sector,  also?  For  example,  the  basic  concept 
of  ship  design  has  been  changed  very  little  since  the  turn  of  the  century  (some 
even  say  for  centuries) — surely  some  inventor  or  engineer  has  or  can  devise  a 
better  vessel  for  moving  cargo  through  water.  Surelv  there  are  concepts  or  inven- 
tions available  today  which  can  improve  the  efl^ciency  of  ships,  other  than 
following  the  same  basic  concept  only  build  them  larger. 

One  such  concept  that  has  been  around  since  the  early  1960s  is  the  hinged 
ship.  This  concept  is  based  on  a  series  of  hulls  .i<^ined  by  hinges  into  a 
continuous,  but  flexible,  hull.  The  hinged  ship  concept  gains  the  operating  ef- 
ficiencies of  length  and  size  while  avoiding  much  of  the  vertical  stresses  of  a 
traditionally  designed  ship.  The  hinged  .ship  concept  appears  to  offer  many 
other  advantages  in  shipbuilding,  flexibility  of  operation  and  in  safety  yet  I 
have  not  seen  a  single  reference  to  an  American  engineering  or  scientific  investi- 
gation of  this  concept  to  determine  its  feasibility  or  to  develop  design  standards. 

If  I  can  pull  two  such  examples  together  with  a  limited  examination  of  the 
legislation  there  must  be  more   that  a   serious  investigation   could   reveal.   I 
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would  like  to  suggest  that  you  give  due  consideration  to  the  full  ramifications 
of  criteria  for  granting  permits,  particularly  to  the  long  run  possibilities  of 
avoiding  another  "Hobson's  choice".  Thank  you  for  this  opportunity  to  present 
my  observations  and  if  this  fellow  Missourian  can  be  of  any  assistance  please 
give  me  a  call. 

Very  truly  yours, 

Arnold  F.  Klick. 

[Whereupon,  at  12:14  p.m.,  the  committee  was  recessed,  to  recon- 
vene at  10  a.m.,  Thursday,  July  12,  1973.] 
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OFFSHORE  PORTS  AND  TERMINALS 


THURSDAY,  JULY   12,   1973 

House  of  Representatives, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington^  B.C. 

The  committee  met,  pursuant  to  recess,  at  10 :05  a.m.,  in  room  1334, 
Longworth  House  Office  Building,  Hon.  Leonor  K.  Sullivan  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order. 

We  are  a  little  handicapped  this  morning  in  starting  this  hearing 
because  the  House  is  going  to  go  into  session  at  11  o'clock.  We  shall 
continue  here  until  the  bells  ring  to  call  us  over  for  a  quorum.  Then 
we  will  have  to,  I  am  afraid,  adjourn  the  meeting  and  not  try  to 
meet  this  afternoon  because  when  we  are  under  the  5-minute  rule  in 
amending  a  bill,  we  are  not  allowed  to  meet  in  committee. 

I  w^ould  like  to  make  two  statements.  Is  Mr.  Greenberg  in  the 
room  ? 

Mr.  Greenberg.  Yes,  I  am  here.  Madam  Chairman. 

The  Chairman.  Is  Mrs.  Barbara  Heller  here? 

Mrs.  Heller.  Yes,  I  am  present. 

The  Chairman.  We  did  not  get  your  statements  in  time,  so  nobody 
lias  been  able  to  read  them,  and  digest  them  so  that  we  could  ques- 
tion you. 

We  have  also  had  to  put  Mr.  Johnson  of  the  Department  of  Justice 
oft'  before,  so  we  are  going  to  start  this  morning  with  the  Honorable 
Wallace  H.  Johnson,  Assistant  Attorney  General  for  Land  and 
Water  Resources,  Department  of  Justice,  and  then  we  will  get  to  you, 
Mr.  Greenberg  and  Sirs.  Heller.  We  may  be  able  to  hear  only  part 
of  your  statements.  I  do  not  know.  We  will  have  to  play  it  hy  ear 
from  this  point. 

Are  you  from  out  of  town,  Mr.  Greenberg? 

Mr.  Greenberg.  No,  I  am  not. 

The  Chairman.  I  know  Mrs.  Heller  is.  I  may  call  here  fii*st  then, 
so  that  we  can  hear  her,  since  she  is  here  from  Boston. 

With  that,  Mr.  Johnson,  would  you  come  up  to  the  witness  table, 
please?  We  will  see  if  we  can  get  your  statement  in  the  record  and 
end  with  questions  for  you. 
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STATEMENT  OF  HON.  WALLACE  H.  JOHNSON,  ASSISTANT  ATTOR- 
NEY GENERAL  EOR  THE  LAND  AND  NATURAL  RESOURCES  DIVI- 
SION, DEPARTMENT  OF  JUSTICE,  ACCOMPANIED  BY  EDWARD  S. 
LAZOWSKA,  LEGISLATIVE  ASSISTANT;  BRUCE  RASHKOW,  CHIEF. 
MARINE  RESOURCES  SECTION;  AND  MARTIN  GREEN,  CHIEF, 
POLLUTION  CONTROL  SECTION  OF  THE  LAND  AND  NATURAL 
RESOURCES  DIVISION,  DEPARTMENT  OF  JUSTICE 

jSIr.  JoHNSOx.  Madam  Chairman,  committee  members,  I  have 
several  members  of  my  staff  with  me  here  today  and  have  asked  them 
to  join  me  at  the  witness  table.  Their  presence  will  insure  that  we 
have  brought  the  full  scope  and  range  of  expertise  available  to  the 
Department  of  Justice  before  this  committee  because  of  the  com- 
plexity of  the  legal  issues  involved.  My  associates  are  Ed  Lazowska, 
who  is  the  legislative  assistant  in  the  Land  and  Natural  Resources 
Division,  and  Bruce  Rashkow,  Chief.  Marine  Resources  Section,  and 
Martin  Green,  Chief,  Pollution  Control  Section,  both  also  of  the 
same  Division. 

The  Chairman.  All  right,  will  you  see  that  the  reporter  has  thfr 
correct  spellings  and  titles,  and  so  forth? 

Mr.  Johnson.  AVith  your  permission,  Madam  Chairman,  when  we 
get  to  the  question  portion  of  this  hearing,  in  order  to  insure  that 
we  have  answered  all  questions  completely  and  fully,  if  a  question 
is  addressed  to  me,  and  one  of  these  individuals  has  the  answer  that 
would  best  serve  the  committee,  I  would  appreciate  it  if  he  could 
answer  the  question. 

The  Chairman.  Fine.  Also,  your  answers  could  be  rather  brief, 
so  that  when  you  get  the  transcript  you  can  fill  in  on  a  more  fuller 
explanation  for  our  benefit. 

Mr.  Johnson.  Thank  you.  Madam  Chairman. 

The  Department  of  Justice  is  pleased  to  respond  to  the  request  of 
this  committee  for  testimony  on  the  legal  implications  of  offshore 
terminal  construction  and  operation,  particularly  with  respect  to  the 
Federal  or  State  laws  which  should  be  made  applicable  to  such  ter- 
minals when  constructed  outside  the  territorial  limits  of  the  United 
States. 

The  States  have  no  authority  outside  of  their  territorial  limits, 
and  the  Federal  Government  has  asserted  only  limited  authority  on 
the  high  seas  beyond  such  limits,  (1)  with  respect  to  structures  re- 
lated to  exploitation  of  the  natural  resources  of  the  subsoil  and  seabed 
of  the  Outer  Continental  Shelf,  (2)  with  respect  to  the  special  mari- 
time and  territorial  jurisdiction  of  the  United  States.  (3)  with  re- 
spect to  ocean  dumping,  (4)  with  respect  to  fisheries,  and  (5)  in 
instances  where  it  exercises  personal  jurisdiction  over  individuals. 

By  the  Outer  Continental  Shelf  Lands  Act — act  of  August  7, 
1953,  67  Stat.  462.  43  U.S.C.  1331  et  seq.  the  Congress  provided  that 
the  Constitution  and  laws  and  civil  and  political  jurisdiction  of  the 
United  States  extended  to  the  subsoil  and  seabed  of  the  Outer  Con- 
tinental Shelf  and  to  all  artificial  islands  and  fixed  structures  erected 
thereon  for  the  purpose  of  exploring  for,  developing,  removing,  and 
transporting  resources  therefrom,  as  if  the  Outer  Continental  Shelf 
were  an  area  of  exclusive  Federal  jurisdiction  located  within  a  State.. 
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To  the  extent'  they  are  applicable,  and  not  inconsistent  with  Federal 
laws  or  regulations,  the  civil  and  criminal  laws  of  each  adjacent 
State  as  of  the  date  of  enactment  of  the  act — August  7,  1953 — were 
declared  to  be  the  law  of  the  United  States  for  that  portion  of  the 
subsoil  and  seabed,  and  artificial  islands  and  fixed  structures  erected 
thereon,  which  would  be  within  the  area  of  the  State  if  its  boundaries 
were  extended  seaward  to  the  outer  margin  of  the  Outer  Continental 
Shelf. 

Thus,  there  exists  for  the  Outer  Continental  Shelf  a  complete  set 
of  civil  and  criminal  laws,  which  are  enforceable  in  the  Federal  dis- 
trict courts,  but  these  laws  are  effective  as  to  artificial  islands  and 
fixed  structures  only  if  erected  for  the  exploitation  of  natural  re- 
sources of  the  subsoil  or  seabed  of  the  Outer  Continental  Shelf. 

Obviously,  then,  thev  would  not  be  applicable  to  the  structures 
contemplated  by  H.R.  5<^91.  There  are  other  laws  that  are  relevant 
to  any  discussion  of  legal  jurisdiction  on  the  high  seas  beyond  our 
territorial  sea,  and  I  would  like  to  call  some  of  these  laws  to  the 
attention  of  the  committee. 

Section  7  of  title  18,  United  States  Code,  defines  the  term  "special 
maritime  and  territorial  jurisdiction  of  the  United  States"  to  include 
the  high  seas,  any  other  waters  within  the  admiralty  and  maritime 
jurisdiction  of  the  United  States  nnd  out  of  the  jurisdiction  of  any 
particular  State,  and  any  vessel  belonging  in  whole  or  in  part  to  the 
United  States  or  to  any  citizen  thereof,  or  to  any  corporation  created 
by  or  under  the  laws  of  the  United  States,  or  of  any  State,  territory, 
district  or  possession  thereof,  when  such  vessel  is  within  the  ad- 
miralty and  maritime  jurisdiction  of  any  particular  State. 

Various  Federal  criminal  and  numerous  civil  statutes  are,  bj^  their 
terms,  made  applicable  within  the  special  maritime  jurisdiction  of 
the  United  States  to  American  vessels  beyond  our  o-mile  territorial 
sea. 

However,  as  to  structures  within  the  purview  of  II.R.  5091  which 
are  not  vessels,  some  statutory  assertion  of  jurisdiction  is  needed 
with  respect  to  criminal  and  civil  laws,  as  in  the  Outer  Continental 
Shelf  Lands  Act. 

Another  relevant  statute  is  the  ^Marine  Protection,  Eesearch,  and 
Sanctuaries  Act  of  1972— act  of  October  23,  1972,  86  Stat.  1052— 
which  contains  prohibitions  and  limitations  on  dumping  in  ocean 
waters,  including  the  territorial  sea  and  contiguous  zone,  of  ma- 
terials, other  than  oil,  or  sewage  from  vessels,  covered  by  the  Federal 
Water  Pollution  Control  Act. 

Furthermore,  the  Federal  Water  Pollution  Control  Act  prohibits 
discharges  of  oil  from  a  vessel  or  onshore  or  offshore  facility  into 
or  upon  the  navigable  waters  of  the  United  States  in  harmful  quan- 
tities, or  the  waters  of  the  contiguous  zone  in  quantities  which  threaten 
the  fisheries  resources  of  the  contiguous  zone,  or  threaten  to  pollute 
or  contribute  to  the  pollution  of  the  territorv  or  the  territorial  sea 
of  the  United  States— 33  U.S.C.  1161.  So,  these  two  statutes  would 
be  applicable  within  their  limited  tenor  to  operation  of  facilities 
pursuant  to  H.R.  5091. 

Another  provision  which  we  would  like  to  mention  for  the  record — 
but  which  we  do  not  think  is  necessarilv  relevant  to  the  present 
legislation— is  16  U.S.C.  1091  et  seq.  In  this  statute  the  United  States 
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has  asserted  exclusive  rights  with  respect  to  fisheries  in  the  contiof- 
uoiis  zone,  which  may  be  loosely  defined  as  the  9-mile  zone  seaward 
of  the  territorial  sea. 

There  are.  of  course,  many  statutes  of  the  United  States,  civil  and 
criminal,  which  apply  to  individuals  as  to  whom  the  Federal  Gov- 
ernment has  personal  jurisdiction  wherever  they  may  be  located. 
Income  tax  laws  provide  an  example  of  both.  These  are  not  of  con- 
cern here.  Beyond  these,  the  summary  I  have  given  is  reasonably 
complete  as  to  laws  which  would  apply  as  to  structures  contemplated 
by  H.R.  5091. 

In  order  to  insure  the  safe  and  orderly  construction  and  operation 
of  offshore  deepwater  port  facilities,  there  should  be  a  comprehen- 
sive legal  system  providing  the  full  gamut  of  civil  criminal  laws  to 
activities  on  those  structures. 

Failure  to  provide  such  a  legal  system  for  these  structures  beyond 
the  territorial  jurisdiction  of  the  United  States  would  inevitably  re- 
sult in  future  piecemeal  attempts  to  stretch  and  apply  State  and 
Federal  laws  which  were  not  originally  intended  to  apply  to  this 
novel  situation. 

In  order  to  avoid  ihe  chaos  and  confusion  which  would  attend 
such  efforts,  it  is  desirable,  and  probably  necessary  to  establish  a 
comprehensive  system. 

The  administration  has  recognized  the  need  for  the  establishment 
of  offsliore  deepwater  port  facilities,  and  the  need  for  new  compre- 
hensive legislation  to  govern  their  establishment  and  operation. 

In  his  Energy  Message  of  April  18.  1973,  the  President  proposed 
the  Deepwater  JPort  Facilities  Act  of  1973.  That  Act,  which  has  been 
introduced  as  H.R.  7501.  addresses  itself  to  the  same  concerns  for 
the  integrity  of  the  environment,  safety  at  sea,  and  balancing  com- 
peting uses  of  the  sea  which  are  reflected  in  H.K.  5091  and  H.R.  5898. 

More  importantly,  however,  the  administration's  bill  provides  the 
comprehensive  legal  framework  which  is  lacking  in  H.R.  5091  and 
H.R.  5898.  The  administration's  bill,  like  the  Outer  Continental 
Shelf  Lands  Act,  generally  extends  the  laws  of  the  United  States  to 
the  deepwater  port  facilities;  specifically  enumerating  a  number  of 
laws  which  are  deemed  to  be  particularly  applicable  to  such  facilities. 

For  example,  under  section  111  of  the  bill,  the  Ports  and  Water- 
ways Safety  Act  of  1972  (Public  Law  92-340,  86  Stat.  424)  is  made 
applicable  to  deepwater  port  facilities.  In  the  absence  of  the  bill, 
measures  designed  to  ensure  the  safe  operation  of  American  ports 
would  not  be  applicable  to  such  facilities  beyond  the  territorial  sea. 

Likewise,  the  administration's  bill  would  extend  the  provisions  of 
the  Federal  Water  Pollution  Control  Act  (Public  Law  92-500.  86 
Stat.  816)  to  deepwater  port  facilities  beyond  12  miles  from  our 
coasts. 

As  with  the  Outer  Continental  Shelf  Lands  Act,  the  administra- 
tion's bill  also  extends  to  the  decpAvater  port  facilities  as  Federal  law 
and  civil  and  criminal  laws  of  the  adjacent  State,  where  such  laws 
are  applicable  and  not  inconsistent  with  the  Act,  or  with  other  ex- 
isting or  future  Federal  laws  and  regulations. 

However,  it  would  apply  current  State  laws,  not  the  1953  laws 
made  applicable  by  the  existing  statute.  In  addition  to  ensuring  that 
the  full  scope  of  civil  and  criminal  laws  will  be  applicable  to  activi- 
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ties  at  tlie  doepwater  port  facilities,  such  a  system  prevents  possible 
conflicts  or  ov^eilaps  of  offshore  jurisdiction  and  authority  of  the 
Federal  Government  Avith  the  States.  Such  a  system  also  serves  to 
prevent  conflicts  or  overlaps  of  regulatory  authority  among  Federal 
agencies. 

Notably  in  the  administration's  bill,  the  Secretary  of  the  Interior 
is  vested  with  overall  responsibility  for  licensing  and  regulating  such 
structures. 

Apai-t  from  the  very  basic  failure  of  H.R.  5091  and  H.R.  5898  to 
provide  any  comprehensive  legal  system  to  govern  activities  on  the 
deepwater  port  facilities,  there  are  a  number  of  other  problems  with 
these  bills.  There  is  no  provision  for  regulation  of  a  facility,  or  for 
suspension  or  revocation  of  facility  licenses  once  they  are  issued. 

"Structure,"  as  defined  in  H.R.  5091.  is  broad  enough  to  include 
within  its  scope  of  regulation  vessels  of  foreign  nations  engaged  in 
lawful  activity  on  the  high  seas.  Both  customary  international  law 
and  the  Convention  on  the  High  Seas,  to  which  the  United  States 
is  a  party  (13  U.S.T.  pt.  2)  recognize  freedom  of  the  high  seas. 

Under  section  402(b)  a  "structure"  is  defined  to  mean  any  "struc- 
ture, either  fixed  or  floating"  which  is  intended  for  research  "or  for 
any  other  purpose." 

Section  403  provides  that  no  person  shall  operate  such  a  structure 
until  it  has  been  certified.  Therefore,  those  sections  raise  the  possi- 
bility of  conflict  witii  the  traditional  freedom  of  the  seas,  such  as 
the  fi-eedom  of  scientific  research. 

Section  405  of  H.R.  5091,  empowering  the  Coast  Guard  to  deal  with 
such  structures,  raises  a  similar  problem.  H.R.  5898,  although  limited 
to  "ports  or  terminal  facilities,"  generally,  would  apply  to  facilities 
constructed  on  any  part  of  the  seas  beyond  our  territorial  waters  by 
anyone,  including  foreign  nationals  on  their  own  seas. 

Moi'eover,  the  requii-ement  of  "all  possible  precautions"  in  sub- 
sections 403(a)  and  (b)  of  H.R.  5091  may  create  an  unnecessarily 
difficult  burden  on  the  applicant  for  a  license  to  construct  and  oper- 
ate a  deepwater  port  facility,  and  the  source  of  endless  litigation  by 
those  seeking  to  prevent  the  construction  of  such  facility. 

Finally,  section  407(b)  of  H.R.  5091  provides  that  the  Attorney 
General  "shall  commence"  an  action  at  the  request  of  the  Secretary 
of  (Commerce.  This  provision  represents  an  encroachment  on  the 
traditional  and  necessary  discretion  of  the  Attorney  General  to  eval- 
uate the  facts  of  each  case  and  determine  the  prospects  for  the  success 
of  such  settlement.  Traditionally,  legislation  provides  that  the  Sec- 
letarv  of  another  agency  either  refers  a  case  to  the  Attorney  General 
for  action,  or  requests  the  Attorney  General  to  bring  an  action. 

In  conclusion,  it  is  clear  that  neither  H.R.  5091  nor  H.R.  5898  pro- 
vides the  comprehensive  legal  sj'stem  which  is  necessary  to  ensure  the 
safe  efficient  establishment  and  operation  of  offshore  deepwater  port 
facilities  and  which  is  provided  for  under  the  administration's  bill, 
H.R.  7501. 

Thank  you,  Madam  Chairman,  I  will  be  happy  to  answer  your 
questions. 

The  CiTATRMAN.  I  Want  to  say  that  it  is  possible  for  this  committee 
to  work  with  the  Committee  on  Interior  and  with  the  Committee  on 
Public  Works. 
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We  are  all  having  hearings  on  the  very  same  subject,  on  different 
factors  possibly  of  the  problem,  so  that  when  we  come  out  with  a 
bill,  it  is  our  hope  to  have  a  bill  that  is  comprehensive. 

I  have  just  a  few  questions  to  ask. 

I  know  that  those  who  are  interested  in  the  State  laws  will  touch 
on  that  subject,  so  I  am  not  going  to  ask  that — but  tell  me  again — 
how  far  out  does  the  U.S.  territorial  jurisdiction,  and  is  that  meas- 
ured from  the  shoreline? 

Mr.  JoHxsoN.  Mr.  Kashkow? 

Mr.  Rashkow.  Perhaps  I  can  answer  that.  The  breadth  of  the  ter- 
ritorial sea  right  now  is  3  miles.  Of  course,  the  United  States  is 
participating  in  negotiations  for  the  United  Nations  Conference  to 
determine  perhaps  a  greater  territorial  sea. 

It  is  measured  from  the  coastline,  which  is  not  specifically  the 
shoreline. 

The  coastline  is  defined  as  the  shoreline  plus  the  outer  limits  of 
internal  waters. 

The  Chaieman.  So  it  is  measured  from  the  edge  of  the  Continen- 
tal Shelf? 

Mr.  Rashkow.  No,  from  the  shoreline  and  the  outer  limits  of 
internal  waters.  Internal  waters  are  defined  as  being  rivers,  river 
mouths  and  bays. 

The  outer  edge  of  the  Shelf  is  a  much  greater  distance,  which  only 
refers  to  the  configuration  of  the  bottom  of  the  seabed,  and  not  to 
the  water  above.  It  is  basically  the  shoreline. 

The  Chairman.  I  think  that  is  confusing  to  those  who  are  not 
from  the  coastal  areas,  and  I  am  one  of  them. 

So  it  is  from  the  shoreline  itself? 

]\Ir.  Rashkow.  Basically  the  shoreline.  There  are  exceptions  with  the 
river  mouths  and  bays. 

The  Chairman.  I  can  understand  that. 

You  mention  on  page  7  that  in  the  absence  of  a  bill,  measures 
designed  to  ensure  the  safe  operation  of  American  ports  would  not 
be  applicable  to  such  facilities  beyond  the  territorial  sea. 

Now,  for  any  law  that  we  pass  here  extending  out  into  open  seas, 
will  foreign  countries  recognize  such  a  Federal  law  of  the  United 
States? 

Mr.  Johnson.  I  think  we  have  two  levels  of  perception  or  analy- 
sis here.  Madam  Chairman. 

The  first  level  is  the  constitution  theoretical  basis  for  this  commit- 
tee or  Congress  to  act  outside  the  territorial  waters  of  this  country. 

The  second  is  the  practical  application. 

Indeed,  there  are  several  constitutional  grounds  for  Congress  as- 
serting jurisdiction  beyond  the  territorial  seas,  most  of  them  relating 
to  the  commerce  authority,  and  from  a  practical  standponit,  foreign 
nationals  and  corporations  would,  in  dealing  with  our  country,  have 
to  at  least  impliedly  consent  to  the  jurisdiction  of  our  Nation  over 
this  area  if  they  choose  to  engage  in  commerce  with  us. 

In  addition,  I  believe  there  are  certain  international  agreements 
and  conventions  that  Mr.  Rashkov  can  address  in  greater  detail 
that  would  apply  to  the  construction  and  operation  of  these  ports. 

The  CHAiRiVtAN.  If  we  do  not  do  something  about  the  negotiations 
in  the  Law  of  the  Sea  Conference,  and  so  forth,  we  really  will  not 
have  a  firm  right,  will  we,  even  no  matter  what  laws  we  pass  here  ? 


Mr.  Eashkow.  It  would  be  a  much  firmer  right,  because  tliis  is  a 
novel  use  of  the  sea. 

However,  it  has  been  the  judgment  of  the  State  Department,  and 
we  agree,  that  under  international  law  we  do  have  a  right,  as  a 
reasonable  use  of  the  high  seas,  to  construct  a  seaport  out  there. 

The  CHAiEMAisr.  We  believe  that.  Would  other  countries  believe 
it?  That  is  what  I  am  asking. 

Mr.  Rashkow.  It  is  the  State  Department's  view,  and  again  this 
is  basically  their  concern,  that  other  countries  would  recognize  this 
as  a  reasonable  use  of  the  high  seas. 

There  have  been  other  situations  perhaps  which  are  analogous,  cer- 
tainly if  they  erect  structures  off  the  coasts  of  other  countries  for  sci- 
entific purposes,  that  is  a  reasonable  use  of  the  high  seas.  That  is  a 
reasonable  use  which  has  been  expressly  recognized  in  the  Conven- 
tion on  the  High  Seas,  but  that  Convention  did  not  preclude  other 
uses,  not  specifically  recognized. 

The  Chaermax.  With  the  law  being  passed  in  the  near  future, 
would  this  give  enough  assurance  to  individuals  who  are  anxious 
to  build  these  deepwater  ports  some  20  or  30  miles  offshore? 

INIr.  Johnson.  Madam  Chairman,  I  think  it  is  important  from 
a  legislative  standpoint,  as  Mr.  Rashkov  points  out,  that  the  reason- 
ableness of  our  use  of  the  high  seas  be  demonstrated.  Indeed,  dur- 
ing the  course  of  your  hearings  you  are  going  to  be  developing 
evidence  with  respect  to  the  reasonable  use  that  we  will  be  making 
in  that  regard. 

I  think  it  is  very  important  for  individuals  who  will  be  building 
the  ports  to  be  aware  of  the  basis  upon  which  the  Congress  has  made 
a  judgment  as  to  our  authority  for  acting  in  those  areas. 

The  Chairman.  Is  it  your  judgment  that  we  need  to  pass  this 
legislation  and  pass  it  quickly  in  order  to  get  started  and  give 
assurance  to  those  who  wish  to  build? 

Mr.  Johnson.  Absolutely.  Congress  must  act  for  a  variety  of  rea- 
sons, one  of  them  being  the  point  you  make,  and  the  other  being 
that  this  is  clearly  an  area  that  is  being  developed  and  the  Con- 
gress should  act  quickly  to  ensure  that  there  is  a  legal  system  avail- 
able to  govern  the  use  of  that  area. 

The  Chairman.  Thank  you. 

Mr.  Anderson? 

Mr.  Anderson.  Thank  you.  Madam  Chairman. 

Mr.  Johnson,  you  state  in  your  remarks  that  the  States  have  no 
authority  outside  of  their  territorial  limits,  and  the  Federal  Govern- 
ment has  asserted  only  limited  authority  on  the  high  seas  beyond 
such  limits. 

'\Vhat  legal  rights  do  you  feel  States  should  have  regarding  es- 
tablishment of  offshore  ports? 

Mr.  Johnson.  This,  of  course,  is  a  major  policy  question,  and  not 
necessarily  a  legal  question,  but  to  the  extent  that  this  committee 
addresses  that  issue,  T  would  suggest  there  are  two  considerations 
that  should  be  taken  into  account. 

One  is  the  impact  of  the  deepwater  port  facility  on  the  adjacent 
State  to  the  extent  that  their  economy  is  affected,  their  land  use 
planning  is  affected,  their  environment  is  affected;  they  certainly 
have  a  clear  and  compelling  interest. 
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There  must  be  a  very  delicate  balance  struck,  in  my  view,  between 
the  overwhelming  Federal  interest  to  regulate  commerce,  and  to 
regulate  foreign  affairs,  and  this  direct  impact  on  the  States. 

It  seems  to  me  that  the  way  to  do  this  is  to  assert  Federal  juris- 
diction, and  yet,  allow  the  States  to  play  a  very  real  part  in  the 
planning  process  and,  in  effect,  to  give  them  an  outright  veto  over 
the  construction  of  a  deep  water  port  facility  if,  in  fact,  it  is  con- 
trary to  the  State's  desires  and  wishes. 

Now,  there  are  a  couple  of  ways  that  you  can  do  that.  One  is  in 
a  fashion  consistent  with  the  administrator's  bill,  where  the  Secre- 
tary of  the  Interior  is  called  upon  to  consult  with  the  Governor. 

The  other  is,  again,  as  mentioned  in  the  administration's  bill,  to 
allow  them  to  exercise  full  jurisdiction  over  the  territorial  waters. 

Of  course,  in  order  to  get  from  a  deep  water  port  facility  on  the 
Outer  Continental  Shelf  to  the  mainland  you  have  to  pass  through 
State  territorial  waters. 

INIr.  Andp:rsox.  You  would  construe  then  that  the  latter  method 
would  be  actually  an  outright  veto  ? 

Mr.  Johnson.  From  a  practical  standpoint,  I  think  it  would  be. 

Mr.  Anderson.  Would  there  be  any  way  that  the  Federal  Govern- 
ment could  establish  a  facility  outside  the  3-mile  limit  if  the  State 
did  not  want  to  give  them  access  or  rights  to  fhe  interior  three  miles. 

Mr.  Johnson.  Again,  we  come  back  to  the  policy  question  that  I 
raised  at  the  outset. 

I  believe  the  Congress  could,  should  you  choose  to  do  so. 

Mr.  Anderson.  But  isn't  this  issue  rather  clear  in  the  administra- 
tion's bill? 

Mr.  Johnson.  That  is  right. 

Mr.  Anderson.  In  the  administration's  bill,  wouldn't  the  State, 
by  refusing  to  grant  access  across  the  3  miles  have,  in  effect,  an  out- 
right veto? 

Mr.  Johnson.  You  are  right. 

Mr.  Anderson.  That  is  all. 

The  Chairman.  Mr.  Forsythe. 

IVIr.  FoRSTTHE.  Thank  you,  INIadam  Chairman. 

AAliere  do  we  stand  with  regard  to  those  foreign  vessels  which 
will  assuredly  be  a  large  part  of  the  system  of  delivering  oil  to  this 
structure.  Will  we  be  able  to  make  them  meet  U.S.  standards? 

Mr.  Johnson.  Well,  Congressman,  I  think  again  you  have  to  look 
at  the  practicalities  of  this.  The  investment  is  so  great,  and  the  com- 
plexities of  utilizing  these  offshore  ports  are  so  immense,  that  there 
will  clearly  be  agreement  between  the  parties  that  they  will  submit 
to  our  jurisdiction. 

I  do  not  believe  from  a  jurisdictional  standpoint  there  is  any  way 
that  the  United  States  could,  by  fiat,  assume  jurisdiction  over  for- 
eign vessels  that  may  not  be  within  the  specific  jurisdiction  of  the 
United  States. 

But  again,  in  the  negotiations  and  the  contractual  arrangements 
that  will  be  arrived  at  for  the  use  of  the  deepwater  port  facility  and 
the  adjacent  areas,  there  will  certainly  be  regulations  governing 
their  submission  to  our  jurisdiction. 

ISfr.  Forsythe.  Are  you  saying  we  could  not  refuse  to  accept  the 
berthing  of  foreign  vessels. 
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Mr.  Johnson.  No,  I  am  saying  that  indeed,  if  they  wanted  to  dock 
at  our  port  they  would  have  to  submit  to  our  jurisdiction. 

Xow,  that  is  a  relationship  between  the  ship,  the  shipowner  and  the 
port. 

Mr.  FoRSTTHE.  In  effect,  you  are  saying  if  they  are  going  to  deal 
with  us  they  have  to  meet  our  standards. 

2.h\  Johnson.  It  is  not  a  nation-to-nation  relationship,  and  I  do 
not  know  that  it  has  to  be  or  should  be. 

Mr.  FoRSYTHE.  Well,  we  face  the  serious  problem  that  our  stand- 
ards are  far  higher  than  the  world  is  willing  to  meet.  If  we  do 
not,  in  fact,  have  a  statutory  basis  for  maintaining  this,  we  may 
be  in  trouble. 

^ir.  Johnson.  I  would  agree  with  you  completely  that  indeed 
there  should  be  a  statutory  premise,  authority  for  the  establishment 
of  that  standard. 

Mr.  Forsythe.  And  you  now  say  that  that  could  be  ? 

Mr.  Johnson.  Oh,  absolutely. 

Mr.  Forsythe.  Thank  you  very  much. 

The  Chairman.  Mr.  Breaux? 

]Mr.  Breaux.  Thank  you,  Madam  Chairman. 

Thank  you,  Mr.  Jolinson,  for  your  testimony. 

I  am  interested  in  3^our  discussion  on  the  applicability  of  the 
Outer  Continental  Shelf  Lands  Act. 

Apparently  the  summary  revealed  that  the  act  does  not  apply  at 
all  to  an  artificial  island  or  a  monobuoy  structure  which  is  not  set 
out  in  international  waters  for  the  purpose  of  extracting  minerals, 
but  is  just  there  as  a  sort  of  a  pipeline. 

Mr.  Johnson.  That  is  correct. 

^Ir.  Breaux.  So  none  of  them  would  apply? 

Mr.  Johnson.  Well,  the  Outer  Continental  Shelf  Lands  Act  would 
not  apjily  to  what  I  would  loosely  describe  as  the  subject  of  these 
hearings. 

They  are  not  structures  constructed  for  the  exploitation  of  our 
natural  resources. 

]Vrr.  Breaux.  I  think  when  the  State  Department  testified  they 
said  one  of  the  rationalizations  and  justifications  for  the  United 
States  extending  our  authority  outside  of  the  territorial  limits  would 
be  the  Convention  on  the  High  Seas  which  basically  they  said  con- 
cerned a  reasonable  use  of  the  international  waters. 

Do  you  see  any  problems  with  that  as  being  the  main  justification? 

Mr.  Johnson.  It  is  one  of  the  justifications,  and  in  that  regard  I 
think  it  is  important  for  this  committee,  in  framing  the  legislation 
to  ultimately  consider  insuring  that  it  is  a  reasonable  use,  and  to 
spell  out  either  in  congressional  findings,  or  by  various  standards 
that  are  adopted  that  we  are  not  going  to  abuse  the  high  seas  as  it 
were,  from  an  international  standpoint. 

Mr.  Breaux.  What  can  we  do  unilaterally  ?  I  think  that  is  a  prob- 
lem in  several  areas. 

Can  the  Congress  say  this  is  a  reasonable  use  of  international 
waters,  and  make  that  binding  on  other  countries?  I  do  not  think 
we  can. 

Can  you  help  me  out? 
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Mr.  Johnson.  Well,  again,  I  suppose  you  have  got  to  apply  a  rea- 
sonable standard,  starting  from  the  premise  that  indeed,  the  Con- 
gress has  certain  authority  to  legislate  with  respect  to  American  na- 
of  the  basic  jurisdictional  premises  from  which  you  are  operating 
tionals,  and  obviously,  American-flag  vessels.  That  is  another  one 
in  framing  this  legislation. 

In  other  words,  I  do  not  suggest  that  indeed,  the  reasonable  use 
theory  of  the  international  law  is  the  only  nexus  which  allows  this 
committee  to  adopt  legislation  affecting  the  Outer  Continental  Shelf 
or  the  high  seas. 

Mr.  Breaux.  Okay,  let  us  assume  that  is  one  of  the  reasons  we  are- 
trying  to  hang  it  on.  , 

What  other  justification  is  there  for  us  exercising  jurisdiction? 

Mr.  Johnson.  Very  simple.  You  are  dealing  with  American  citi- 
zens. 

Mr.  Breaux.  How  about  dealing  with  foreign  nationals  who  are- 
also  using  that  port? 

I  have  no  problem  with  the  premise  we  can  regulate  American 
citizens'  activities  out  there,  and  xVmerican  shipping  interests. 

My  concern  is  other  than  the  Convention  on  the  High  Seas,  or  the 
reasonable  use  approach,  what  otlier  legal  standpoint  can  we  use  to 
assert  our  jurisdiction? 

Mr.  Eashkow.  Once  again,  this  is  primarily  an  area  in  which  the 
State  Department  would  be  concerned.  Our  concerns  are  primarily 
related  to  domestic  law. 

As  a  matter  of  domestic  law,  you  can  certainly  do  it.  ^^Hiether  it 
conforms  to  international  law  is  a  question  on  which  we  usually 
defer  to  the  State  Department. 

A  number  of  other  justifications,  I  think,  were  considered,  in- 
cluding the  justification  that  this  area  could  be  viewed  perhaps  as  an 
intricate  part  of  a  harbor  system,  and  therefore,  we  would  extend 
the  concept  of  the  road  stead.  International  law  recognizes  we  can 
do  that  under  certain  circumstances. 

There  are  a  number  of  problems  in  applying  that  justification^ 
because  this  is  an  artificial  harbor  system  rather  than  a  natural  har- 
bor system,  and  the  term  roadsteads  normally  assumes  a  natural 
harbor  system. 

Right  now,  the  U.N.  Conference  on  the  Law  of  the  Sea  has  on 
its  agenda  the  topic  of  artificial  structures,  and  I  gather,  although  I 
am  not  privy  to  the  discussions  going  on.  there  are  a  number  of 
theories  on  which  we  could  base  jurisdiction  over  these  structures. 

Mr.  Breaux.  I  am  just  concerned  if  we  have  to  wait,  artificial  su- 
perports  would  be  out  of  style,  and  will  not  be  feasible  any  more. 

Mr.  Rashkow.  We  do  not  think  we  have  to  wait  for  that.  We 
think  there  is  a  recognizable  basis  for  jurisdiction,  and  that  this  is 
a  reasonable  use  of  the  high  seas. 

Mr.  Breaux.  At  what  stage  do  you  envision  Federal  control  of 
the  shipment  of  crude  oil  to  pipelines?  We  can  envision  that  Federal 
jurisdiction  will  take  place  at  the  time  it  leaves  the  ship  to  be  pumped 
through  the  superpor  itself,  or  would  you  envision  it  being  taken 
over  when  it  reaches  the  shoreline  and  goes  into  interstate  shipment, 
or  at  what  point? 
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Mr.  JoHNSox.  From  a  customs  standpoint,  I  think  the  actual  con- 
trol would  begin  once  it  is  in  the  country,  at  the  point  of  actual 
entry. 

Mr.  Breaux.  Who  would  control  it  from  the  time  it  leaves  the 
ship  until  the  time  it  reaches  that  point  ? 

Mr.  Kashkow.  I  think  the  control  would  be  asserted  over  the  prod- 
uct, in  this  case,  oil,  upon  its  entry  into  the  deepwater  port  facility, 
because  we  establish  that  we  can  use  the  seaport  for  the  purpose 
of  receiving  supertankers,  and  having  established  that,  then  we  have 
a  right  to  exercise  that  use,  which  means  we  have  a  right  to  exer- 
cise jurisdiction  over  it. 

From  the  moment  it  enters  the  deepwater  port  facility  the  oil 
would  be  within  our  jurisdiction. 

Customs  law  map  apply  at  the  point  of  entry.  The  customs  law 
provides  that  there  are  certain  points  of  entry  that  take  effect,  and 
under  the  administration's  bill  it  would  probably  apply  when  the 
oil  is  received,  not  in  the  superport,  but  received  on  the  point  on- 
shore. 

Mr.  Breatjx.  Of  course,  if  it  goes  into  intrastate  pipeline,  the 
Federal  Government  would  not  exercise  jurisdiction  over  it  at  all. 

Mr.  Rashkow.  The  administration  bill,  of  course,  leaves  antitrust 
la  we  as  they  now  exist — if  the  project  violates  those  antitrust  laws, 
we  would  not  issue  a  license.  If  it  was  expected  to  violate  antitrust 
laws,  the  same  result  would  follow. 

]Mr.  Breaux.  Thank  you. 

Thank  you.  Madam  Chairman. 

The  Chairman.  Mr.  du  Pont  ? 

Mr.  DU  Pont.  Thank  you.  Madam  Chairman. 

Mr.  Johnson,  I  am  interested  in  the  question  of  taxation. 

Am  I  correct  that  if  a  superport  were  built  outside  the  3-mile 
limit,  the  Federal  income  tax  laws  would  apply  to  people  working 
on  the  artificial  island? 

Mr.  Johnson.  So  long  as  they  are  American  nationals,  yes,  sir. 

Mr.  DU  Pont.  Would  State  income  tax  laws  apply  to  people  who 
were  working  on  a  superport  inside  the  3-mile  limit? 

Mr.  Johnson.  Yes. 

Mr.  DU  Pont.  And  would  State  property  taxes  be  applicable  to  a 
superport  ? 

Mr.  Johnson.  Within  the  3-mile  limit,  yes,  sir. 

Mr.  DU  Pont.  Now,  within  the  3-mile  limit,  could  a  State  put  a 
per-barrel  tax  on  the  throughput  of  a  superport? 

Mr.  Rashkow.  I  believe  they  could.  They  have  a  right  to  tax. 

Under  the  Submerged  Lands  Act,  the  resources  of  the  submerged 
sea,  including  the  seabed  itself  belong  to  the  States.  This  is  very 
similar  to  the  situation  under  the  Submerged  Lands  Act.  So  I  think 
a  States  could  probably  impose  a  per-barrel  tax  on  the  oil  through- 
put. 

Mr.  DU  Pont.  Suppose  the  superport  were  located  outside  the  3- 
mile  limit,  could  they  put  a  per-barrel  tax  if  the  pipeline  came 
ashore  ? 

Mr.  Rashkow.  I  think  they  could  do  that,  since  the  pipeline  would 
have  to  go  through  the  State's  territorial  seas,  and  certainly,  the 
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administration's  bill  preserves  to  the  State  its  jurisdiction  over  pipe- 
lines in  the  territorial  sea.  So  they  could  probably  tax  that. 

We  might  have  other  problems  concerning  burdens  on  interstate 
and  foreign  commerce,  but  right  now,  without  detailed  analysis.  I 
would  say  in  principle  they  could  tax  the  oil  flowing  through  those 
pipelines  in  their  territorial  sea. 

Mr.  Du  Pont.  Well,  presumably  then  if  the  superport  were  out- 
side the  3-mile  limit  off  the  State's  coast,  but  the  pipeline  went  to 
the  coast  of  an  adjacent  State,  there  would  be  no  taxing  right  at  the 
initial  stage. 

In  other  words,  if  it  was  built  4  miles  off  the  Delaware  Coast,  and 
the  pipeline  went  into  Cape  ISIay,  N.J.,  I  would  assume  that  Dela- 
ware could  not  tax  the  throughput. 

Mr.  Eashkow.  I  think  that  is  correct. 

INIr.  DU  Pont.  Well  now,  I  have  the  language  of  the  administra- 
tion's bill  here,  and  I  do  not  know  wlio  drafted  it,  but  it  seems  to 
give  something  in  the  first  clause,  and  then  take  it  away  in  the 
second  clause. 

It  says,  "State  taxation  laws  shall  not  apply  to  such  facilities 
*  *  *" — whatever  that  means — "*  *  *  but  this  shall  not  affect  the 
right  of  the  State  to  tax  its  citizens  or  residents." 

Is  the  corporation  a  citizen  or  resident? 

jMr.  Pashkow-  There  are  two  points  there.  It  says  shall  not  tax 
the  facility. 

By  definition  in  the  bill,  the  facility  must  be  located  beyond  the 
territorial  sea. 

The  facility  is,  itself,  not  within  the  State's  jurisdiction. 

If  the  corporation  which  constructed  that  facility  is  a  New  Jersey 
Corp.,  then  New  Jersey  may  tax  it.  If  it  is  a  Delaware  Corp.,  Dela- 
ware may  tax  it.  If  not,  they  may  not  tax  it. 

If  the  citizens  working  on  that  structure  are  New  Jersey  citizens. 
New  Jersey  may  tax  them  if  its  laws  provide  for  its  citizens  making 
an  income  out  of  the  State  to  be  taxed. 

Does  that  answer  your  question? 

Mr.  DU  Pont.  How  do  you  square  this  language  of  your  statement 
a  moment  ago  that  you  thought  that  a  throughput  per-barrcl  tax 
could  be  placed  on  a  facility  if  the  pipeline  came  through? 

Mr.  Rashkow.  I  did  not  say  it  could  be  placed  on  the  facilitv.  I 
said  the  tax  could  be  placed  on  the  oil  going  through  a  pipeline  which 
goes  through  the  State's  territorial  sea.  Tliat  is  taxing  the  oil  that 
is  using  the  pipeline  going  throurrh  the  territorial  sea. 

Mr.  DU  Pont.  You  do  not  believe  there  would  be  an  interstate 
commerce  problem  here? 

Mr.  Rashkow.  As  I  indicated,  there  possibly  might  be  undue  bur- 
den upon  interstate  and  foreign  commerce,  but  I  do  not  think  a  tax 
is  in  principle,  an  undue  burden.  I  think  one  has  to  look  at  the  spe- 
cific tax. 

'Mr.  DU  Pont.  Now.  do  you  see  under  Federal  jurisdiction,  assum- 
ing we  assert  Federal  jurisdiction  on  the  superport  itself,  and  that 
i  tis  built  outside  the  3-mile  limit,  do  you  see  any  sort  of  a  preemp- 
tion bv  the  Federal  Government  in  this  bill  that  would  prevent  the 
States  from  regulation  of  shoreside  facilities  ? 
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Li  other  words,  tliat  umbilical  cord  that  runs  from  the  sup'erport 
to  the  shore,  is  not  going  to  somehow  bring  Federal  jurisdiction  with 
it  and  prevent  the  States  from  regulating  shoreside  facilities  ? 

Mr.  Rasiikow.  The  only  kind  of  jurisdiction  I  can  see  that  would 
remain  in  the  Federal  Government  would  be  the  formal  jurisdiction 
over  interstate  and  foreign  commerce. 

This  bill  does  not  add  any  further  jurisdiction,  it  does  not  pre- 
empt anythin.g.  It  leaves  the  Federal  jurisdiction  relating  to  the  ter- 
ritorial sea  where  it  is  today. 

Mr.  Du  Pont.  Well,  I  must  say  that  I  am  a  little  surprised  by  your 
answer  to  the  taxation  questions. 

Are  you  fully  confident  of  that  answer,  or  vrould  you  like  to 
amplify  on  that  for  the  record? 

IMr.  Eashkow.  I  would  like  to  amplifj^,  but  I  am  f airh^  confident 
of  the  answer. 

Mr.  m-  PoxT.  ]Maybe  you  vv'ould  give  this  full  consideration  and 
supply  for  the  committee  an  answer  to  this  specific  quostioii  as  to 
v/hether  a  per-barrel  tax,  a  throughput  tax  could  be  placed  on  a 
superport  built  outside  the  3-mile  limit,  where  the  pipeline  is  com- 
ing into  a  State. 

Mr.  Eashkow.  Now,  your  question  is  on  the  facility  itself,  or  the 
people  who  are  transporting  the  oil  through  and  receiving  it? 

]\Ir.  DU  PoxT.  On  the  oil. 

Mr.  Eashkow.  As  I  indicated,  the  State  could  not  tax  the  facilitv. 
It  could  tax  the  people  who  are  using  the  pipeline  and  receive  the 
oil  in  the  State.  For  example,  someone  is  buying  oil,  and  saying  let 
us  deliver  oil  from  the  superport  into  New  Jersey. 

If  it  is  received  in  New  Jersey,  received  through  pipeline  going 
through  the  territorial  sea  off  New  Jersey,  it  can  be  taxed  by  New 
Jersey. 

Mr.  DU  PoNT.  On  a  per  barrel  basis? 

ISIr.  Eashkow.  I  think  the  bill  allows  for  that,  yes,  in  principle. 

Mr.  DU  Pont.  You  keep  saying  in  principle.  That  suggests  in 
practice  it  may  be  different. 

In  any  case,  I  do  not  want  to  take  up  too  much  time,  but  explore 
that  a  little  bit  and  get  us  some  further  information  on  that. 

The  Chairman.  Without  objection  I  think  that  would  be  very 
lu^lpful  to  exploi'e  that  in  as  much  depth  as  possible. 

[Further  information  subsequently  furnished:] 

If  by  a  per  barrel  tax  on  the  throughput  is  meant  a  per  barrel  tax  on  the 
oil  which  passes  throush  the  pipeline,  it  is  unlikely  that  such  a  tax  would 
be  constitutional.  Article  I  of  the  Constitution  prohibits  a  State  from  impos- 
ins  taxes  directly  on  imports  or  exports.  Since  the  Administration's  bill  does 
not  attempt  to  increase  or  diminish  the  existing  jurisdiction  of  the  States  to 
tax  in  these  matters,  a  per  barrel  tax  on  the  throusliput  of  the  pipeline 
would  likely  be  viewed  as  such  a  prohibited  tax  on  imports.  On  the  other 
hand,  the  State  could  tax  operations  incident  to  the  importation  of  the  oil 
from  a  deepwater  port  facility  in  a  number  of  ways.  Under  tlie  Submerged 
Lands  Act,  67  Stat.  29,  43  IJ.S.C.  1811.  the  States  are  specifically  granted 
title  to  and  ownership  of  the  seabed  of  the  adjacent  territorial  sea.  Conse- 
<iuentl.y,  the  pipeline  which  is  constructed  on  tliat  seabed  would  be  subject 
to  the  usual  annually  recurrent  property  tax.  Similarly,  oil  transported 
tlirough  the  pipeline  wlien  removed  from  tlie  pipeline  and  held  for  use  or 
manufacture,  or  in  storage,  would  be  subject  to  such  an  annually  recurrent 
property  tax.  Of  course,  once  the  oil  is  at  rest  in  the  State  and  no  longer  is 
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in  the  stream  of  interstate  or  foreign  commerce,  it  is  subject  to  any  normal 
State  tax  or  control. 

As  previously  indicated,  the  State  could  probably  subject  the  pipeline  to 
a  property  tax.  Similarly,  the  State  could  probably  tax  that  portion  of  the 
throughput  of  the  pipeline  which  is  subject  to  the  usual  annually  recurrent 
property  tax.  Finally,  the  State  could  tax  the  profits  of  individuals  or  en- 
tities doing  business  there,  whether  transporting  or  processing  the  oil  which 
flows  through  the  pipeline. 

The  Chairman.  Mr.  Studds? 

Mr.  Studds.  Thank  you,  Madam  Chairman. 

Mr.  Johnson,  I  would  like  to  pursue  a  little  bit  more  with  you 
and  your  colleagues  the  basis  on  which  you  claim  that  we  have  the 
authority  to  assert  our  jurisdiction  beyond  the  territorial  sea. 

At  one  point  this  morning  you  referred  to  constitutional  grounds 
for  congressional  assertion  of  that  jurisdiction,  and  I  believe  you 
mentioned  the  commerce  clause. 

There  is  no  end  to  what  we  might  do  beyond  our  territorial  limits 
if  one  were  simply  to  rely  on  the  commerce  clause,  I  presume. 

Mr.  JoHxsoN.  Again,  you  have  to  apply  some  basic  guidlines  in 
determing  how  far  you  are  going  to  go. 

Mr.  Sttjdds.  That  is  precisely  what  I  am  trying  to  get  at. 

Mr.  Johnson.  And  I  suppose  that  in  developing  those  guidelines 
as  the  committee  hears  testimony  there  will  be  a  reasonable  basis 
apparent  from  the  record  as  to  just  how  far  we  ought  to  go. 

Mr  Studds.  But  the  word  that  keeps  recurring  obviously  is  "rea- 
sonable" and  I  assume  you  have  used  it  from  time  to  time  at  the 
criteria  by  which  one  determines  an  assertion  of  jurisdiction  is  a  jus- 
tifiable one. 

The  question  is,  reasonable  to  whom?  There  have  been  instances 
in  recent  history  where  events  have  seemed  reasonable  to  us,  but  not 
to  other  nations. 

I\Ir.  Rashkow.  As  far  as  the  constitutional  basis  for  Congress  ex- 
ercising jurisdiction  over  the  deep  water  port  facilities,  the  commerce 
clause  is  one  because  it  details  controls  over  navigation  and  com- 
merce. 

Another  clause,  of  course,  another  provision  of  the  Constitution 
is  that  the  foreign  relations  are  controlled  by  the  Federal  Govern- 
ment. This  is  an  area  beyond  the  territory  of  the  United  States  and 
of  the  States.  It  is  an  international  area,  and  therefore,  is  a  basis 
constitutionally  for  the  Federal  Government  rather  than  the  States 
to  exercise  jurisdiction. 

Mr.  Studds.  I  am  not  questioning  the  Federal  versus  the  States.  I 
am  questioning  our  Government  versus  the  governments  of  other 
nations. 

Mr.  Rashkow.  Basically,  other  nations  are  not  concerned  with  our 
commerce  clause. 

Mr.  Studds.  I  would  think  that  is  an  understatement. 

Mr.  Rashkow.  They  are  concerned  with  their  rights  to  use  these 
high  seas,  and  as  we  have  indicated  the  primary  basis  for  our  asser- 
tion of  this  jurisdiction  is  the  reasonable  use. 

Mr.  Studds.  Okay,  reasonable. 

The  Outer  Continental  Shelf  Lands  Act,  which  became  law  in 
]95^.  nt  that  time  did  that  constitute  unilateral  action  by  the  United 
States! 
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Mr.  Rashkow.  Yes,  it  did. 

Mr.  Studds.  It  did? 

Mr.  Rashkow.  Yes,  it  did. 

Mr.  Studds.  That  presumably  struck  us  as  reasonable  in  1953  to 
claim  that  kind  of  jurisdiction  over  all  the  resources  of  the  seabed. 

Mr.  Rashkow.  In  principle,  it  struck  us  as  reasonable,  but  the 
United  States  gave  four  justifications  which  defined  what  reason- 
able meant. 

Mr.  Studds.  Did  it  strike  other  nations  as  reasonable  at  the  time, 
that  we  should  claim  all  of  those  goodies  for  ourselves? 

Mr.  Rashkow.  Yes,  it  did,  and  many  other  nations  emulated  it. 

Mr.  Studds.  But  it  preceded  that  Convention  of  1958  ? 

Mr.  Rashkow.  Yes,  it  did. 

Mr.  Studds.  I  apologize  to  this  committee  for  again  and  again  and 
again  bringing  up  the  same  point,  but  I  am  intrigured  by  what  seem 
to  me  inconsistencies  in  the  position  of  the  administration  as  to 
when  you  are  prepared  to  recommend  unilateral  action  in  interna- 
tional waters  and  when  you  are  not. 

Now,  the  subject  of  deep  water  ports  is  on  the  agenda  of  the  Law 
of  the  Sea  Conference,  is  that  correct? 

Mr.  Rashkow.  Not  specifically  deepwater  ports,  as  far  as  I  know. 

To  my  knowledge,  what  is  on  the  agenda  is  the  jurisdiction  over 
offshore  structures  unrelated  to  the  natural  resources. 

Mr.  Studds.  Which  would  certainly  include  a  superport.  It  is 
agenda  item  18,  I  think. 

If  I  understand  the  position  of  the  administration  in  this  instance 
with  respect  to  deepwater  ports,  you  are  urging  that  we  act  uni- 
laterally prior  to  the  conclusion  of  that  Conference  with  respect  to 
an  item  that  is  on  the  agenda  of  that  Conference. 

Mr.  Rashkow.  This  is  again  primarily  a  concern  of  the  State 
Department. 

It  is  my  understanding  that  when  they  speak  of  unilateral,  they 
speak  of  unilaterally  doing  something  which  is  perhaps  unrecognized, 
for  example,  making  a  change  in  the  international  law  unilaterally, 
or  asserting  something  that  has  met  resistance  internationally  uni- 
laterally. 

Mr.  Studds.  I  am  not  particularly  impressed  with  the  State  De- 
partment's respect  for  international  law  from  time  to  time. 

What  I  am  trying  to  get  at  is  another  subject  with  which  this 
committee  is  concerned,  and  that  is  the  question  of  fisheries. 

Many  of  us  have  urged,  i  fthat  is  a  strong  enough  word,  that  this 
Nation  assert  its  fisheries  jurisdiction  out  to  200  miles.  That,  too, 
is  an  item  on  the  agenda  of  the  Law  of  the  Sea  Conference. 

We  are  told  by  the  administration,  Justice,  Interior,  and  others, 
that  that  is  unthinkable,  because  that  constitutes  interim,  unilateral 
action  by  the  United  States  on  a  subject  that  is  on  the  agenda  of  the 
Conference. 

We  are  told  with  respect  to  deepwater  ports  that  that  is  quite 
thinkable,  in  fact,  it  is  imperative.  What  is  the  difference? 

Mr.  Rashkow.  A^ain,  this  is  primarily  a  State  Department  mat- 
ter, but  I  think  primarily  international  law  clearly  prohibits  the 
exercise  of  rights  over  fisheries  beyond  the  territorial  sea.  That  is 
the  Convention  on  the  High  Seas  of  which  we  are  a  party. 

Mr.  Studds.  Which  international  law  prohibits  that? 
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Mr.  Rashkow.  The  Convention  on  the  High  Seas  says  the  free- 
dom of  the  high  seas,  including  fisheries,  shall  be  recognized  by  all 
states  beyond  the  territorial  seas. 

Mr.  Studds.  That  is  not  true.  We  exercise  fishery  control  juris- 
diction in  the  contiguous  zone. 

Mr.  Rashkow.  This  has  been  a  development  in  the  international 
law. 

Mr.  Studds.  You  mean  we  did  it,  and  therefore  it  became  cus- 
tomary international  law? 

Mr.  Eashkow.  We  did  it  in  1964.  The  State  Department  position 
was  that  under  the  custom  and  international  law  of  the  time  that 
we  could  do  that. 

]Mr.  Studds.  Enough  other  people  had  done  this,  so  we  might  as 
well  do  it  to  protect  our  own  people. 

Mr.  Rashkow.  There  is  a  prohibition  in  international  law  against 
exercising  jurisdiction  beyond  the  territorial  seas  for  fisheries  pur- 
poses. 

Mr.  Studds.  I  would  like  to  see  that  specific  citation.  In  all  the 
dialogue  we  have  had  with  the  State  Department  they  have  never 
made  that  contention  with  us.  They  make  the  argument  that  it  would 
jeopardize  our  position  at  the  Conference  to  act  unilaterally  on  an 
item  on  the  agenda. 

But  the  State  Department  has  not  made  that  argument  at  all,  and 
I  know  it  is  not  your  field,  but  again  and  again  and  again  we  are 
told  here  is  an  area  that  we  have  to  act.  It  is  on  the  agenda.  It  is 
in  international  waters.  We  have  to  act,  because  it  is  in  the  interest 
of  this  Nation. 

For  some  reason,  the  interests  of  the  Nation  is  interpreted  differ- 
ently when  it  is  oil  at  stake  than  when  it  is  the  fishermen  at  stake. 
And  that  is  a  point  I  want  to  bring  out  as  often  as  I  can. 

Thank  you  very  much.  Madam  Chairman. 

The  Chatrmaist.  Mr.  Clark  and  Mr.  Murphy  have  come  in,  but 
unless  they  have  some  extremely  important  questions  to  ask  we  will 
dismiss  the  witnesses.  What  we  would  like  to  do  is  to  pose  questions 
to  you  in  writing,  so  that  when  you  get  your  transcript,  you  can 
answer. 

Mr.  Johnson.  We  will  be  happy  to  answer  any  questions. 

The  Chahiman.  Only  because  we  are  pressed  for  time  this  morn- 
ing. 

I  do  appreciate  your  coming,  and  I  think  we  still  have  many  ques- 
tions left  unanswered.  I  am  going  to  call  at  this  time  Mrs.  Barbara 
Heller,  representing  the  Environmental  Policy  Center. 

Mrs.  Heller,  should  the  bells  ring,  that  will  stop  us,  but  we  will 
send  written  questions  to  you,  and  you  can  answer  them  when  you 
get  your  transcript. 

STATEMENT  OF  BARBARA  HELLER,  REPRESENTING  THE 
ENVIRONMENTAL  POLICY  CENTER 

Mrs.  Heller.  I  will  be  glad  to  answer  any  questions  at  any  time 
that  the  committee  sends  them. 

We  appreciate  your  taking  us  out  of  order,  since  I  do  come  from 
out  of  town. 
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We  appreciate  the  invitation  to  appear  here  today  to  testify  on 
the  question  of  deepwater  port  development.  We  seem  to  be  on  the 
horns  of  a  dilemma  with  regard  to  any  oil-related  development  these 
days,  with  industry  and  many  Government  officials  screaming  "en- 
ergy crisis"  on  the  one  hand,  and  on  the  other,  more  Government 
officials  and  private  groups  trying  to  preserve  our  rapidly  deterior- 
ating environment  and  to  enforce  and  protect  what  environmental 
laws  now  exist. 

This  situation  is  unfortunate  and  unnecessary,  for  with  some 
thoughtful  planning  and  enforcement  we  can  fulfill  both  our  energy 
needs  and  our  high  goals  for  environmental  quality.  Hopefully,  this 
committee  and  others  considering  deepwater  port  development  will 
play  an  important  role  in  this  planning  process. 

Superport  development  is  part  of  two  major  areas  of  emerging 
policy  development :  energy  policy  and  coastal  zone  management.  As 
part  of  the  overall  energy  problem,  means  of  enabling  the  United 
States  to  bring  oil  in  as  safely  and  reliably  as  possible  should  be 
seen  as  one  step  toward  development  of  a  national  energy  policy. 
We  feel  that  this  policy  must  include  ways  of  limiting  our  growth 
in  energy  demand. 

President  Nixon,  in  his  energy  message,  spoke  of  the  national 
necessity  of  developing  an  "energy  conservation  ethic."  Unfortunate- 
ly he  proposed  little  in  the  way  of  concrete  action,  preferring  to  make 
energy  conservation  and  efficiency  voluntary. 

The  Office  of  Emergency  Preparedness  study,  the  "Potential  for 
Energy  Conservation",  suggested  energy  conservation  measures  which 
would : 

Reduce  currently  estimated  energy  demand  in  1980  by  as  much  as  the 
equivalent  of  7.3  million  barrels  per  day  of  oil  at  an  estimated  annual  value 
of  $10.7  billion,  (this  estimate  is  to  be  compared  with  projected  1980  oil  im- 
ports of  9.2-11.6  million  barrels  per  day). 

Legislation  introduced  in  Congress  this  year  recognizes  this  possi- 
bility, and  takes  steps  toward  reducing  demand.  Energy  conserva- 
tion does  not  fall  strictly  within  the  purview  of  this  committee,  but 
we  hope  that  you,  as  individual  members  of  Congress,  and  as  mem- 
bers of  a  committee  considering  an  integral  part  of  energy  policy, 
will  act  to  begin  the  energy  conservation  ethic  which  President  Nixon 
spoke  of. 

Despite  much  talk  in  recent  months,  we  still  have  hardly  begun 
to  develop  a  coherent  national  energy  policy.  We  have  environmental 
impact  statements  on  various  energy  development  proposals,  and  an 
administration  which  apparently  wants  to  exploit  all  our  domestic 
resources  as  fast  as  possible,  but  no  agency,  institution,  or  person 
has  taken  a  total  look  at  our  energy  problems. 

We  desperately  need  that  look.  We  need  to  know  how  much  energy 
we  will  require  for  the  foreseeable  future,  taking  into  consideration 
possible  energy  efficiency  and  conservation  measures.  We  need  to 
know  the  comparative  costs  and  benefits,  including  environmental 
costs  and  benefits,  of  developing  each  of  the  energy  sources  avail- 
able, including  such  resources  as  deep-minable  coal,  as  well  as  possi- 
ble future  sources,  like  solar  and  fusion  power.  The  tradeoffs  between 
development  of  these  various  resources  should  be  studied  in  relation 
to  our  needs. 
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We  should  know,  for  example,  whether  oil  shale  development,  the 
trans-Alaskan  pipeline,  or  new  offshore  development  is  most  costly, 
from  both  economic  and  environmental  viewpoints.  We  need  to  know 
whether  it  makes  more  sense  to  develop  our  diminishing  resources 
now,  or  to  establish  national  energy  reserves  and  import  our  oil  as 
long  as  the  world  political  and  financial  situation  will  permit. 

These  are  all  questions  which  must  be  answered  in  order  to  de- 
velop a  rational  energy  policy,  and  indeed,  if  we  are  to  approach 
the  individual  parts  of  an  energy  policy,  such  as  deepwater  port 
development,  in  a  responsible  manner. 

As  with  energy  policy,  coastal  zone  management  must  be  viewed 
as  a  whole,  not  by  individual  projects.  We  face  new  Outer  Continen- 
tal Shelf  development,  oil  port  development,  refinery  proposals,  off- 
shore nuclear  power  stations,  potential  commercial  sand  and  gravel 
operations,  and  numerous  other  coastal  development  proposals.  If 
all  the  various  industrial  goals  for  our  coastal  waters  should  become 
reality,  we  will  not  have  much  of  coastal  zone  to  manage. 

Numerous  proposals  for  deepwater  ports,  refineries,  and  other  in- 
dustrial facilities  have  been  advanced,  many  of  them  products  of 
grossly  inadequate  engineering  and  economic  planning. 

In  Massachusetts  last  fall  we  were  presented  with  a  proposal  by 
the  Massusetts  Port  Authority  which,  from  both  economic  and  en- 
vironmental viewpoints,  was  a  masterpiece  of  poor  planning.  It  in- 
volved an  oil  product  terminal,  a  tank  farm,  a  crude  terminal,  and 
refineries,  and  associated  pipelines  and  other  facilities.  Parts  of  these 
were  to  be  built  on  two  of  the  last  remaining  marshes  in  the  region. 

The  project's  economic  justification  was  practically  nonexistent.  It 
was  attacked  by  both  private  and  governmental  sources,  and,  pri- 
vately, by  representatives  of  the  oil  industry.  It  is  this  type  of  uni- 
lateral proposal,  made  without  any  public  involvement,  which  must 
be  prevented. 

It  should  be  clear  that  before  we  proceed  with  mort  and  more  pro- 
posals, more  permits,  more  local  opposition,  the  basic  question  of 
whether,  in  fact,  the  need  for  deepwater  port  facilities  exists  should 
be  answered;  and  if  and  when  it  has  been  established  that  there  is 
such  a  need,  a  mechanism  for  determining  the  most  environmentally 
and  economically  sound  location  for  a  facility  should  be  developed. 

Overall  planning  and  coordination  should  be  accomplished  by  one 
Federal  agency  or  an  interagency  task  force.  That  agency  should, 
in  addition,  to  strict  licensing  responsibilities,  have  authority  to  con- 
trol port  systems,  and  should  work  closely  with  the  Coast  Guard 
to  regulate  vessel  design  of  tankers  using  U.S.  port  facilities.  The 
agency  should  also  be  required  to  evaluate  and  regulate  any  second- 
ary impacts  which  might  occur  as  a  result  of  deepwater  port  de- 
velopment. 

One  issue  which  is  sure  to  prove  controversial  is  that  of  State  and 
regional  participation  in  selection  and  approval  of  facilities.  We 
believe  that  States  should  have  approval  authority  on  the  basis  of 
land  use,  environmental  impact,  and  coastal  zone  management. 

Congress  passed  the  Coastal  Zone  Act  in  1972,  encouraging  States 
to  develop  coastal  zone  management  programs.  Why  give  the  States 
money  and  a  mandate  to  develop  coastal  zone  plans,  and  then  dictate 
to  them  that  a  particular  development  should  be  part  of  that  plan  ? 
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A  State  should  have  the  prerogative  of  disapproving  a  facility 
which  is  not  in  keeping  with  its  coastal  zone  policy. 

You  have  heard  from  industry  representatives  of  the  many  bene- 
fits which  may  result  from  deepwater  port  development.  The  re- 
mainder of  our  testimony  will  examine  some  of  the  environmental 
impacts  associated  with  deepwater  facilities,  and  the  many  issues  and 
questions  which  remain  unresolved. 

The  environmental  impacts  may  be  generally  divided  into  three 
categories:  Impacts  from  construction,  from  operation,  and  second- 
ary effects.  We  will  consider  the  two  kinds  of  facilities  which  seem 
most  likely  to  be  part  of  deepwater  port  development  in  the  United 
States,  the  single  point  mooring  system  (SPM)  and  the  artificial 
island. 

The  SPM  is  a  monobuoy  anchored  to  the  ocean  bottom  with  at- 
tached flexible  hoses  leading  to  a  pipeline.  A  fixed  island  would  be 
semipermanently  attached  to  the  ocean  bottom,  would  require  tug 
assistance  for  docking  supertankers,  and  could  include  breakwaters, 
storage  tanks,  and  dock  space  for  shuttle  vessels,  in  addition  to  pump- 
ing equipment.  Transshipment  could  be  by  pipeline,  shuttle  vessels, 
or  a  tug-barge  system,  or  a  combination  of  these.  We  are  assuming 
that  the  facility  would  be  constructed  offshore. 

IMACTS   FROM    CONSTRUCTION 

Depending  on  the  distance  from  shore,  some  dredging  might  be 
necessary  to  accommodate  the  deep  drafts  of  modern  supertankers. 
Dredging  operations  would  be  highly  detrimental  to  local  fisheries. 
Although  effects  of  long-term  offshore  dredging  have  not  been  well 
studied,  some  serious  effects  are  acknowledge.  It  is  known,  for 
example,  that  the  acute  turbidity  caused  by  dredging  operations  is 
fatal  to  lobster  and  other  larvae. 

If  a  SPM  buoy  was  located  far  enough  offshore  for  deep  draft 
tankers  to  anchor,  no  dredging  would  be  necessary. 

A  solid  offshore  structure  like  a  fixed  island  would  affect  water 
movement,  and  could  alter  wave  action,  water  circulation,  and  pre- 
vailing current.  Although  it  is  not  well  understood  just  how  a 
circulation  pattern  could  be  altered,  it  is  known  that  changes  in 
circulation  would  affect  the  shoreline  surf,  and  loss  of  wave  action 
could  significantly  alter  the  movement  of  sand  to  and  from  the 
beach,  possibly  resulting  in  serious  beach  erosion. 

In  addition,  changes  in  water  flow  in  partially  enclosed  bays  could 
alter  the  salinity  of  a  bay's  water,  and  at  the  same  time,  decrease 
the  flushing  action  and  the  rate  at  which  pollutants  are  removed  to 
the  ocean. 

It  is  interesting  to  note  that  Milford  Haven,  a  very  large  super- 
port  in  Wales,  has  a  maximum  tide  of  26  feet,  and  massive  flushing 
action.  Thus,  any  pollution  which  does  occur  is  flushed  out  to  sea. 

The  filling  required  for  construction  of  an  offshore  island  could 
cover  any  benthic  organisms  in  the  area,  and  so  could  destroy  the 
value  of  an  area  if  it  is  important  for  shellfish.  If  the  material  used 
for  the  fill  is  dredged  offshore,  the  problem  is  compounded. 
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OPERATION   IMPACTS 

Operational  impacts  can  be  divided  into  four  subcategories :  Those 
resulting  from  pipelines,  from  tanker  operations,  from  transfer 
operations,  and  control  and  cleanup  if  an  accident  occurs. 

1.    PIPELINES 

According  to  the  Maritime  Administration's  environmental  impact 
statement  on  the  tanker  construction  program,  pipelines  which  are 
laid  along  the  bottom  are  "more  susceptible  to  damage  from  physical 
contacts  and  currents,  and  have  a  higher  chance  of  breaks  and  rup- 
tures with  consequent  spills.  They  may  also  obstruct  water  circula- 
tion, especially  in  relatively  shallow  areas  near  shore." 

In  addition,  they  may  be  obstructive  to  some  kinds  of  fishing  oper- 
ations. While  the  construction  of  buried  pipelines  will  cause  a  tem- 
porary disturbance  on  benthos,  burying  pipelines  is  clearly  prefer- 
able environmentally  to  pipelines  on  the  sea  floor.  We  believe  that 
if  and  when  deepwater  port  facilities  are  constructed,  all  transfer 
operations  should  be  by  pipeline,  and  all  pipelines  should  be  buried. 

2.  TANKER   OPERATIONS 

The  MARAD  impact  statement  states  that  "of  the  1,457  million 
tons  of  oil  lost  per  year  which  tankers  and  tank  barges  are  held  ac- 
countable for,  967,000  metric  tons  come  from  routine  tanker  opera- 
tions and  ballasting  and  cleaning  of  cargo  oil  tanks." 

Most  newly  constructed  supertankers  have  the  load-on-top  system 
for  cleaning  ballast  tanks.  LOT  effectiveness  depends  greatly  on  sea 
conditions — in  rough  weather  oil  and  water  will  not  separate  effec- 
tively— on  length  of  ballast  voyage — if  voyage  is  short,  time  is  in- 
sufficient to  separate  oil  and  water  and  complete  the  required  pump- 
ing— and  on  oil-water  interface  detectors  for  which  the  technology 
is  not  adequate  to  the  task. 

Furthermore,  LOT  cannot  be  applied  to  tankers  in  product  trade, 
because  the  various  refined  products  cannot  be  mixed,  even  in  the 
small  amounts  which  would  occur  with  the  LOT  system. 

Thus,  we  believe  that  LOT  is  a  stop-gap  measure,  only  partially 
effective,  and  that  segregated  ballast  systems  should  be  required  on 
all  tankers  which  would  use  our  port  facilities,  as  the  Coast  Guard 
has  proposed — Federal  Register  Vol.  38,  No.  17. 

WTiichever  central  agency  does  wield  authority  for  licensing  deep- 
water  port  facilities  should  work  closely  with  the  Coast  Guard  in 
establishing  standards  for  tankers  entering  U.S.  waters.  Additionally, 
the  most  modern  ballast  treatment  facilities  should  be  installed. 

3.  TRANSFER   OPERATIONS 

Approximately  70,000  metric  tons  of  oil  per  year  are  injected  into 
the  seas  as  a  result  of  cargo  handling  operations  between  tankers 
and  marine  terminals.  Although  the  amount  is  relatively  small,  these 
spills  occur  frequently  in  the  same  areas.  Human  error  is  the  pre- 
dominant cause  of  these  spills,  although  mechanical  and  design  faults 
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are  also  contributing  factors.  Close  supervision  of  transfer  operations, 
and  better  crew  training  procedures  would  help  alleviate  this  prob- 
lem. 

As  we  said  earlier,  we  believe  that  pipelines  are  the  best  system 
for  transferring  oil  to  shoreside  facilities.  Smaller  tankers  and  barges 
which  could  be  used  instead  would  add  to  port  traffic  congestion,  and 
might  require  additional  waterfront  facilities.  Traffic  problems  are 
significant.  Many  U.S.  channels  are  extremely  narrow,  and  increased 
numbers  of  small  tankers  (which  would  be  in  the  35,000-85,000  DWT 
range)  would  increase  the  likelihood  of  polluting  incidents. 

4.    OIL   SPILL   CONTROL   AND    CLEINUP 

Oil  spill  cleanup  and  control  technologies  are  still  grossly  inade- 
quate to  the  task.  The  MIT-Sea  Grant  study  on  the  potential  im- 
pacts of  an  oil  find  on  Georges  Bank  states  that  "maximum  sea  state 
ability  of  present  booms  is  about  five  feet.  It  seems  unlikely  that 
higher  sea  state  booms  will  be  developed."  Booms  now  manufactured 
cannot  contain  oil  in  currents  over  two  knots. 

The  study  aLso  says  that  "attempts  to  provide  an  oil  containment 
and  collection  system  against  winter  spills  on  Georges  Bank  are 
presently  futile,  and  almost  certainly  will  remain  so."  This  problem 
raises  serious  question  about  the  ability  to  control  oil  spills  at  po- 
tential deepwater  port  facilities,  particularly  off  the  northeast  At- 
lanic  coast.  Site  evaluation  for  porticular  proposals  should  carefully 
consider  the  difficulty  of  cleanup  in  certain  areas. 

Any  offshore  facility  should  have  the  latest  technology  for  contain- 
ment, which  ought  to  include  containment  equipment  in  place  sur- 
rounding the  site  of  normal  loading  and  unloading  so  that  immediate 
containment  and  removal  of  any  oil  spilled  can  take  place.  Such 
systems  should  be  an  integral  part  of  port  design. 

The  problem  of  cleanup  is  equally  as  serious  as  that  of  contain- 
ment. Despite  our  vast  inventory  of  chemical  agents,  including  sor- 
bents,  sinking  agents,  burning  agents,  and  dispersants ;  in  most  cases 
chopped  straw  is  still  the  best  method  of  cleaning  up  spilled  oil. 

Following  the  Torrey  Canyon  disaster  most  of  the  damage  in  the 
intertidal  zone  and  shallow  water  was  caused  by  the  highly  toxic  de- 
tergents used  to  disperse  the  oil.  Although  some  progress  has  been 
made  in  developing  less  toxic  dispersants,  the  fact  remains  that  this 
method  of  cleanup  is  toxic,  and  in  the  long  run  may  be  quite  harm- 
ful. Dispersants  are  commonly  used  in  Europe  to  cope  with  oil  pol- 
lution problems.  Their  use  has  been  discouraged,  however,  and  justi- 
fiably, in  our  view,  in  the  United  States. 

All  possible  efforts  must  be  made  to  protect  bays,  lagoons,  and 
estuaries  which  are  crucial  to  the  fisheries.  If  a  spill  occurs  offshore 
and  heads  in  toward  land,  inlets  which  approach  such  ecologically 
sensitive  areas  should  be  sealed  off  either  by  mechanical  or  pneumatic 
barriers.  At  present  no  such  inlet  protection  system  exists  in  this 
country. 

Once  a  spill  occurs  offshore,  we  can  try  to  contain  and  remove  it, 
but  our  technology  is  such  that  some  damage  will  be  done,  however 
quick  and  well-intentioned  are  the  actions  which  follow.  As  any  good 
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doctor — and,  indeed,  any  p:ood  oil  man — will  tell  you,  the  best  medi- 
cine is  prevention.  Prevention  requires  the  most  stringent  standards 
for  tanker  construction,  strict  training  and  licensing  of  tanker  per- 
sonnel and  the  mandatory,  modern  traffic  controls  systems,  as  well  as 
strict  licensing,  inspection,  and  enforcement  procedures  for  offshore 
facilities,  if  and  when  they  are  necessary. 

Whenever  a  decision  has  to  be  made,  certain  tradeoffs  must  be 
realized  and  accounted  for.  Construction  of  deepwater  oil  facilities 
involves  numerous  complicated  tradeoffs.  One  of  the  most  serious 
involves  possible  conflicts  between  oil-related  development  and  other 
users  of  the  ocean  environment. 

The  Maritime  Administration's  environmental  impact  statement 
on  the  tanker  construction  program  analyzes  the  possible  impacts  of 
a  major  oil  spill  on  the  commercial  fisheries  and  coastal  recreational 
industries:  the  Louisiana  shrimp  industry  is  valued  at  about  $100 
million  annually,  and  the  loss  of  an  oyster  crop  for  1  year  would 
represent  a  loss  of  about  $10  million. 

Although  the  value  of  the  recreational  fishery  and  tourism  is  not 
known,  MARAD  estimates  that  it  is  probably  larger  than  the  value 
of  the  commercial  fishery.  After  a  massive  spill  in  Machias  Bay, 
Maine,  damage  to  the  fisheries  could  be  as  much  as  $20  million,  with 
a  processed  value  of  about  $48  million. 

Additionally,  an  entire  tourist  season  could  conceivably  be  lost 
"with  serious  economic  loss  to  coastal  New  England  communities." 
Considering  these  potential  impacts,  and  the  fact  that  the  east  coast 
fisheries  are  in  serious  trouble  from  overfishing  and  from  foreign 
fishing  fleets,  we  believe  that  the  commercial  fisheries  need  the  best 
possible  protection  from  potential  damage  from  oil  pollution. 

Although  oil  is  extremely  important  to  our  energy  needs,  we  have 
heard  a  lot  of  bluster  and  rhetoric  about  the  "energy  crisis."  The 
oil  industry  is  quick  to  point  out  its  financial  troubles  and  the  extent 
to  which  it  must  go  to  meet  some  of  our  environmental  safeguards. 

Yet  few  will  point  out  the  potential  loss  to  other  industries  which 
may  result  from  the  lack  of  these  safeguards.  Oil  is  a  nonrenewable 
resource,  which  will  not  last  forever.  When  it  is  gone  we  will  have 
to  find  other  means  of  satisfying  our  insatiable  energy  demands. 

This  certainly  argues  for  extreme  caution  in  development,  and  for 
the  safest,  least  wasteful  ways  to  transport,  refine,  and  distribute 
oil. 

Fish,  on  the  other  hand,  are  a  valuable,  renewable  resource,  which 
much  of  the  world  relies  on  for  most  of  its  protein.  We  would  be 
foolish,  indeed,  to  allow  our  thirst  for  oil  to  destroy  our  fisheries. 
We  do  have  the  means  for  preventing  oil  pollution,  and  thus  preven- 
ting the  risk  to  t  he  fisheries.  "\Vhat  we  must  do  is  commit  ourselves 
to  the  idea  that  we  will  control  the  fate  of  our  seas,  that  we  will  not 
permit  the  seas  to  be  exploited  by  whoever  so  desires. 

Secondary  effects:  Among  the  most  serious  secondary  effects  of 
construction  of  offshore  facilities  is  the  resulting  onshore  develop- 
ment, which  may  include  refineries,  petrochemical  plants,  tank 
farms,  and  ship  repair  docks.  Eefineries  and  petrochemical  plants 
contribute  about  300,000  metric  tons  of  oil  to  the  marine  environ- 
ment each  year. 
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In  addition,  refinery  development  involves  large  land  areas,  air 
and  water  pollution,  and  waste  disposal  problems.  It  should  be  noted 
that  refineries  associated  with  deepwater  port  facilities  need  not  be 
located  on  the  coast,  but  may  be  farther  inland. 

The  question  often  arises  of  whether  new  industrial  facilities 
should  be  constructed  in  areas  which  have  already  been  developed, 
or  in  relatively  undisturbed  places.  An  economist  would  talk  about 
marginal  damage,  citing  less  marginal  damage  in  areas  which  are 
already  developed. 

If  the  area  of  a  new  deepwater  port  is  already  heavily  developed, 
new  growth  may  lead  to  congestion,  which  places  severe  strains  on 
existing  utilities  and  services.  This  may  still  result  in  marginally 
less  damage  than  building  entirely  new  facilities  in  a  new  area. 

Such  analysis  is  not,  needless  to  say,  very  comforting  to  people 
in  those  already  industrialized  areas  who  will  have  to  tolerate  that 
much  more  noise,  air  pollution,  water  pollution,  and  other  unpleasant 
refinery  effects. 

On  the  other  hand,  building  entirely  new  modern  facilities  in  a 
previously  undeveloped  area  may  result  in  lower  overall  quantity 
of  emitted  pollutants.  Again  we  face  the  question  of  tradeoffs. 

Ultimately,  we  believe  the  people  in  the  area  should  decide  whether 
or  not  they  wish  to  have  such  facility.  As  we  said  earlier,  it  does 
not  make  much  sense  to  give  a  State  a  mandate  to  develop  a  coastal 
zone  policy,  and  then  dictate  part  of  that  policy  to  the  State. 

In  addition  to  refinery  problems,  an  area  will  be  faced  with  the 
need  for  space  and  structures  for  oil  storage.  Carefully  planned 
development  should  take  this  into  account.  The  Massachussetts  Port 
Authority's  proposal  suggested  that  storage  tanks  be  built  on  the 
last  remaining  marsh  in  the  greater  Boston  region  (incidentally, 
at  the  end  of  a  runway,  under  a  flight  path  of  Logan  Airport),  and 
that  the  refinery  in  the  original  proposal  be  built  on  the  other  re- 
maining marsh  between  Boston  and  Cape  Ann.  This  mode  of  plan- 
ning, or  lack  of  planning,  with  no  respect  for  ecological  or  overall 
environmental  and  public  safety  considerations,  or  for  community 
interests  will  not  be  tolerated  by  the  public,  nor,  hopefully,  by  our 
elected  representatives. 

Sites  for  deepwater  port  facilities  will  have  to  be  evaluated  on  a 
case-by-case  basis  for  their  environmental  and  economic  impacts. 
A  deepwater  port-refinery-storage  complex  in  New  England  would 
very  likely  change  the  entire  economic  base  of  the  region,  not  to 
mention  its  overall  character  and  environmental  quality.  Informa- 
tion needed  to  analyze  the  impact  of  an  offshore  terminal  depends 
on  what  type  of  structure  is  anticipated,  as  well  as  on  the  physical 
characteristics  of  the  proposed  location. 

Environmentalists  are  often  asked  if  we  feel  like  we  are  fighting 
brush  fires  while  the  forest  is  burning  around  us.  Often  the  answer 
must  be  yes.  We  may  put  out  a  brush  fire  or  two,  but  someone  can 
always  light  the  match  that  will  consume  the  forest.  Once  it  is  gone 
we  can  do  nothing. 

The  National  Oceanic  and  Atmospheric  Administration's  survey 
ships  have  given  us  an  indication  of  how  far  gone  our  oceans 
are.   It  was  estimated  from  these  surveys  that  oil   contamination 

"covered  50  percent  (80,000  square  miles)  of  the  survey  area  along  the 
East  Coast  Continental  Shelf;  80  percent   (280,000  square  miles)   of  the  sur- 
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vey  area  in  the  Caribbean  to  the  Gulf  of  Mexico;  and  90  percent 
(360,000  square  miles)  of  the  survey  area  north  of  the  Antillean  Chain, 
extending  roughly  500  miles  north  and  south  of  the  coasts  of  the  Ba- 
hamas and  the  West  Indies. 

The  total  surface  area  in  which  oil  contamination  was  detected 
amounted  to  665,000  square  miles  of  open  ocean. 

By  taking  the  proper  steps  now  to  assure  that  if  and  when 
offshore  development  occurs  it  is  safe,  we  can  help  stem  the  tide 
of  deterioration  of  the  seas. 

Thank  you. 

The  Chairman.  I  think  you  have  contributed  an  excellent  paper. 
I  think  you  have  put  a  lot  of  knowledge  and  time  in  making  your  pres- 
entation, and  Ave  appreciate  it,  and  we  are  sorry  that  conditions  do  not 
allow  for  questions  right  now. 

Mr,  Greenberg,  since  you  are  in  Washington,  we  will  have  to 
schedule  another  time  for  you.  I  appreciate  your  coming.  The  com- 
mittee will  recess  subject  to  the  call  of  the  Chair. 

[The  following  w^as  supplied  for  inclusion  in  the  printed  record :] 

Statement  of  Eldon  V.  0.  Greenberg  on  Behalf  of  Sierra  Club,  Environ- 
mental Defense  Fund,  Natural  Resources  Defense  Council,  National 
Parks  and  Conservation  Association,  and  Friends  of  the  Earth 

summary  of  positions 

The  basic  positions  set  forth  in  the  testimony  are  as  follows : 

(1)  Offshore  development  of  deepwater  ports  should  not  be  permitted  to 
proceed  (a)  until  fundamental  questions  of  need  and  environmental  effects 
are  resolved  and  (b)  until  a  coordinated  policy  approach  to  development  of 
the  coastal  zone  is  established ; 

(2)  Any  deepwater  port  development  which  is  undertaken  should  proceed 
cautiously  and  perhaps  be  limited  to  a  pilot  project  in  the  first  instance ; 

(3)  Since  only  a  limited  number  of  deepwater  port  facilities  appear  ripe 
for  consideration  within  the  near  term,  it  may  be  appropriate  to  have  specific 
legislative  approval  for  each  facility,  rather  than  leaving  this  determination 
to  an  agency ; 

(4)  There  should  be  overall  planning  and  coordination,  through  a  single 
federal  agency,  of  deepwater  port  development ; 

(5)  State  and  regional  authorities  should  be  involved  in  the  planning  pro- 
cess and  any  deepwater  port  project  should  be  subject  to  their  approval  on 
land  use  planning  and  environmental  grounds ; 

(6)  There  should  be  a  uniform  scheme  of  regulation  of  deepwater  port 
development  applicable  to  such  development  whether  it  occurs  within  the 
territorial  sea  or  on  the  Outer  Continental  Shelf ; 

(7)  Financing,  ownership  and  charges  for  use  of  deepwater  port  facilities 
should  be  subject  to  governmental  regulation ; 

(8)  Authority  to  regulate  vessel  design  and  provide  for  vessel  trafl5c  serv- 
ices and  port  systems  should  be  extended  to  deepwater  port  facilities  con- 
structed outside  the  territorial  sea ; 

(9)  Deepwater  port  facilities  should  be  located  and  isolated  off  shore  and 
at  a  substantial  distance  from  bays  and  estuaries ;  and 

(10)  Transport  of  oil  from  offshore  terminals  must  be  accomplished  by 
buried  pipelines  rather  than  small  tankers  and  barges. 
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Statement 

I  appreciate  the  invitation  to  appear  before  the  Committee  today  to  provide 
the  advice  of  the  Sierra  Club,  tlae  Environmental  Defense  Fund  ("EDF"), 
the  Natural  Resources  Defense  Council  ("NRDC"),  the  National  Parks  and 
Conservation  Association  ("NPCA"),  and  Friends  of  the  Earth  ("FOE") 
with  respect  to  proposed  deepwater  port  legislation.^  I  have  acted  as  counsel 
to  these  groups  on  environmental  matters  in  the  past,  and  have  been  asked 
by  them  to  coordinate  the  presentation  to  this  Committee  today  of  their  views 
on  the  important  issues  of  national  environmental  policy  raised  by  deep- 
water  port  development.  At  the  request  of  the  Committee,  I  will  focus  in 
this  testimony  on  general  problems  related  to  such  development  rather  than 
on  any  spciflc  proposal  currently  pending  in  Congress.  I  might  add,  at  the 
outset,  that  I  am  hopeful  that  the  analysis  in  and  comments  on  the  environ- 
mental impact  statement  which  has  just  been  issued  by  the  Department  of 
Interior  with  regard  to  the  Administration's  proposed  legislation  will  help 
resolve  some  of  the  issues  and  problems  which  I  outline  in  the  substance  of 
this  testimony. 

The  environmental  groups  which  I  represent  are  all  national,  non-profit, 
membership  organizations  deeply  concerned  about  the  preservation  and  pro- 
tection of  the  marine  and  coastal  environment.  Their  combined  membership 
exceeds  250,000  persons  throughout  the  United  States  and  abroad,  and  in- 
cludes a  substantial  number  of  persons  who  reside  in  coastal  areas  which  are 
likely  to  be  directly  affected  by  offshore  development,  as  well  as  scientists 
who  have  conducted  and  intend  to  continue  to  engage  in  research  in  coastal 
and  estuarine  areas  and  the  marine  environment. 

The  environmental  groups  have  made  substantial  efforts  to  improve  the 
quality  of  the  marine  and  coastal  environments  by  means  of  litigation,  testi- 
mony, policy  analysis,  and  educational  programs.  For  example,  in  the  litiga- 
tion field,  EDF,  NRDC  and  NPCA  recently  achieved  a  settlement  with  the 
Commerce  Department  under  which  it  agreed  to  prepare  environmental  im- 
pact statements  in  connection  with  its  program  to  subsidize  the  construction 
of  United  States  oil  tankers.  And  NRDC,  the  Sierra  Club  and  FOE  were  suc- 
cessful in  requiring  the  Department  of  Interior  to  consider  all  reasonable 
alternatives,  and  their  environmental  impacts,  to  its  offshore  oil  and  gas 
lease  sales.  In  the  area  of  international  regulation  of  marine  pollution, 
EDF,  NRDC  and  the  Sierra  Club  have  taken  an  active  role  in  commenting 
upon  the  proposed  1973  Convention  for  the  Prevention  of  Pollution  from 
Ships.  These  groups  have  also  been  actively  involved  in  presentation  of  testi- 
mony on  this  subject.  Thus,  all  the  groups  presented  their  views  on  deep- 
water  port  policy  at  hearings  held  in  March  of  this  year  before  the  Senate 
Commerce  Committee,  and  the  Sierra  Club  submitted  comments  at  congres- 
sional hearings  held  in  1970  regarding  the  development  of  a  proposed  deep- 
water  port  at  Machiasport,  Maine,  as  well  as  at  recent  hearings  held  around 
the  country  by  the  Corps  of  Engineers  related  to  its  current  deepwater  port 
studies. 

I.  THE  PROBLEM  OF  DEEPWATER  PORT  DEVELOPMENT 

The  United  States  is  on  the  verge  of  deciding  whether  to  develop  deep- 
water  port  capacity.  As  the  Committee  knows,  this  country,  which  is  situated 
on  a  relatively  shallow  continental  shelf,  currently  has  no  harbors  which  are 
deep  enough  to  accommodate  so-called  "supertankers" — ships  of  200,000  dead 
weight  tons  or  greater,  with  drafts  of  more  than  60  feet  and  capable  of  carry- 
ing in  excess  of  60  million  gallons  of  oil.  Thus,  unless  existing  ports  are 
deepened  or  new  facilities  constructed  in  deeper  water  offshore,  super- 
tankers—whose number  in  the  world  fleet  has  grown  spectacularly  from  two 
in  1967  to  in  excess  of  230  today,  with  more  than  250  on  order — will  never 
come  fully  loaded  to  the  United  States.  Not  surprisingly,  in  light  of  the  im- 
mense investment  of  the  oil  industry  in  supertankers,  and  stimulated  by 
fears  of  an  "energy  crisis",  pressure  for  deepwater  port  development  in  this 
country  is  mounting.  As  you  undoubtedly  are  aware,  concrete  indOstry  plans 
currently  exist  and  are  rapidly  progressing   (although  shrouded  in   substan- 

1  Substantial  assistance  In  preparation  of  this  written  testimony  was  provided  by 
my  colleague  at  the  Center  for  Law  and  Social  Policy,  Robert  M.  Hlllman,  and  by 
Edward  L.  Strohbehn,  Jr.  of  NRDC  and  Peter  Borrelli  of  Sierra  Club. 
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tial  controversy)  for  development  of  such  facilities  off  the  Maine,  New 
Jersey,  Delaware,  Louisiana  and  Texas  coasts.  Indeed,  creation  of  U.S.  deep- 
water  port  capacity  is  taking  on  an  aura  of  inevitability,  even  though,  as 
pointed  out  below,  the  ultimate  rationale  for  and  implications  of  such  devel- 
opment are  uncertain. 

The  principal  reasons  advanced  in  support  of  deepwater  port  development 
are  the  projected  growth  in  U.S.  demand  for  imported  oil  over  the  next  10-15 
years,  the  unit  transport  savings  supposedly  associated  with  carriage  of  oil 
in  supertankers,  and  the  alleged  environmental  benefits  relating  to  the  use 
of  supertankers  and  offshore  (though  not  inshore)  facilities.  Thus,  at  the 
heart  of  any  proposal  to  develop  deepwater  ports  lie  the  threshold  issues  of: 
(1)  whether  the  United  States  needs  additional  energy  supplies  of  the  mag- 
nitude contemplated,  particularly  in  the  form  of  imported  petroleum — which 
depends  in  large  measure  on  the  shape  of  our  national  energy  policies;  (2) 
whether,  if  substantial  increases  in  petroleum  imports  are  necessary,  the  use 
of  deepwater  ports  in  providing  for  reception  of  such  imports  is  economically 
justifiable;  and  (3)  whether,  if  deepwater  ports  are  economically  justifiable, 
their  development  is  environmentally  acceptable  in  light  of  existing  or  poten- 
tial alternatives.  Despite  the  numerous  preliminary  studies  that  have  been 
recently  undertaken,  including  those  of  the  Maritime  Administration,  the 
Corps  of  Engineers,  and  the  Council  on  Environmental  Quality,  none  of  these 
issues  has  been  comprehensively  addressed  or  adequately  resolved  to  date, 
and  thus  critical  areas  of  uncertainty  remain. 

A.  Demand  for  Oil  Imports 

In  terms  of  energy  policy,  the  need  for  deepwater  port  development  is 
premised  on  vast  increases  in  oil  imports — at  least  during  the  next  10  to  15 
years.  The  Federal  Maritime  Administration  has  estimated,  for  example, 
that  approximately  300  tankers,  including  more  than  125  supertankers,  or 
their  equivalent  tonnage,  will  be  needed  to  carry  such  imports  by  1980  alone. 

These  projections,  however,  as  well  as  the  extent  of  our  reliance  on  oil 
imports  over  the  long  term,  are  subject  to  debate  and  depend  upon  what 
energy  policy  strategies  are  assumed.  The  United  States  has  long  lived  with 
the  illusion  that  it  can  utilize  ever  increasing  amounts  of  energy  without 
regard  to  future  energy  requirements  or  the  environmental  degradation 
which  can  and  does  result  from  such  unrestricted  consumption.  To  urge,  with- 
out adequate  reflection,  the  creation  of  deepwater  ports  to  handle  an  increas- 
ing volume  of  oil  imports  may  merely  serve  to  perpetuate  this  illusion  and 
defer  but  not  resolve  the  problems  of  energy  utilization  which  we  face  today. 

President  Nixon  has  recently  stated  that  "the  American  people  must  de- 
velop an  energy  conservation  ethic."  The  most  effective  way  to  foster  such 
an  ethic  is  not  to  encourage  ever  greater  investment  in  energy  production 
and  distribution,  but  to  develop  sound,  hardnosed  strategies  to  reduce  energy 
demand.  Such  strategies  can  be  implemented  now  or  in  the  near  future  and 
could  substantially  reduce  the  need  for  increased  oil  imports.  For  example, 
demand  for  motor  gasoline  and  jet  fuel,  which  comprise  over  80%  of  the 
petroleum  demand  in  the  transportation  sector,  can  be  substantially  de- 
creased through  energy  conservation  efforts.  Demand  for  the  former  can  be 
cut  by  reducing  the  size,  weight  and  engine  horsepower  of  automobiles ;  and, 
demand  for  the  latter  can  be  decreased  by  increasing  the  airline  industry's 
load  factor  through  reduction  of  duplicative  flight  schedules. 

Moreover,  alternative  energy  strategies  are  even  more  likely  to  reduce 
reliance  on  imported  oil  in  the  long  term.  These  strategies  include,  in  addi- 
tion to  conservation  measures,  increasing  the  availability  of  other  energy 
resources,  such  as  deep-mined  low  sulphur  coal  and  gas  and  oil  from  such 
coal  and/or  exploration  for  and  production  of  oil  and  gas  in  the  North 
American  continent.  To  the  extent  these  strategies  are  implemented,  demand 
for  expanded  marine  transport  capability  may  be  relatively  short-lived. 

Finally,  the  relative  environmental  costs  and  benefits  of  alternative  energy 
development  strategies,  i.e..  oil  importation  versus  offshore  exploitation,  must 
be  carefully  weighed — a  task  which  has  not  yet  been  adequately  done — 
before  a  commitment  to  any  one  strategy  is  made.  The  point  is  that  national 
long-term  energy  requirements  and  methods  for  meeting  them  are  critical 
factors  in  deciding  whether  and  if  so  how  to  develop  deepwater  port  facili- 
ties in  the  United  States,  particularly  in  light  of  the  severe  environmental 
risks  which  they  pose. 
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B.  Transport  Cost  Savings  of  Supertankers 

Even  if  needs  for  oil  imports  rise  substantially,  it  is  not  clear  that  deep- 
water  ports  make  economic  sense.  Development  of  deepwater  ports  is  deemed 
desirable  because  of  unit  transport  cost  savings  projected  to  result  from  car- 
riage of  oil  in  supertankers  over  long  distances.  It  is  estimated,  for  example, 
that  dollar  per  ton  freight  cost  could  be  reduced  nearly  30%  by  increasing 
tanker  size  from  65,000  to  250,000  DWT.  However,  whether  these  apparent 
reductions  in  unit  transport  costs  will  result  in  significant  economic  benefits 
for  the  consumer  (as  opposed  to  increased  industry  profits)  is  not  clear.  As 
a  recent  report  of  the   Senate  Commerce  Committee  concluded : 

"Seaborne  transportation  accounts  for  only  a  tiny  part  of  the  final  price  to 
the  consumer.  Even  the  peak  rates  prevailing  in  early  1971  amounted  only  to 
1  cent  per  gallon  of  gasoline  levied  by  government.  Since  seaborne  trans- 
portation costs  account  for  so  small  a  proportion  of  oil  cost,  even  large  per- 
centage escalations  of  that  cost  would  have  very  little  impact  on  consumer 
prices."  S.  Rep.  No.  92-724   (March  28,  1972). 

In  any  event,  whether  deepwater  port  development  in  the  United  States  is 
economically  justified  cannot  be  dtermined  solely  by  looking  at  unit  trans- 
port cost  savings.  Several  other  costs  associated  with  a  delivery  system  must 
be  taken  into  account,  including  (1)  the  costs  of  constructing  new  ports, 
which  could  range  as  high  as  one  billion  dollars  for  an  offshore  island;  (2) 
the  costs  of  tax  benefits  and  other  subsidies  provided  by  various  governments 
to  oil  producers,  ship  owners  and  operators;  (3)  the  costs  of  operating  such 
ports,  including  costs  arising  from  environmental  protection  measures,  such 
as  traffic  controls  and  oil  spill  containment  systems;  (4)  the  costs  for  en- 
vironmental safeguards  incorporated  on  vessels,  such  as  double  bottoms  or 
double  hulls;  and  (5)  the  environmental  and  other  social  costs  associated 
with  construction  and  operation  of  the  total  delivery  system.  These  costs 
must  then  be  compared  with  the  costs  of  systems  using  smaller  tankers, 
either  for  transshipment  from  the  Bahamas  or  the  Caribbean  (where  termi- 
nals presently  exist)    or  direct  throughput. 

To  our  knowledge,  no  comprehensive  analysis  of  the  total  costs  and  bene- 
fits of  a  supertanker  transport  system  has  been  made.  Such  a  study  is  essen- 
tial before  valid  conclusions  can  be  drawn  regarding  the  alleged  economic 
benefits  of  supertanker/superport  development. 

C.  Environmental  Consequences  of  Deepwater  Port  Development 

Even  if  the  energy  policy  and  economic  issues  are  resolved  in  favor  of 
deepwater  port  development,  the  environmental  issue  remains.  Supporters  of 
U.S.  deepwater  port  development  claim  that  it  will  provide  environmental 
benefits.  These  benefits — primarily  reduced  collision  risks  resulting  from  the 
decrease  in  the  number  of  vessels  needed  to  serve  particular  levels  of  de- 
mand— are  uncertain  at  best.  As  the  authors  of  the  Maritime  Administra- 
tion's recent  impact  statement  on  its  tanker  construction  program  noted, 
"the  mechanisms  and  mathematics  of  collisions  are  not  well  understood  and 
estimates  of  the  effects  of  traffic  levels  upon  casualty  rate  are  highly  specula- 
tive. .  .  ."  Final  Environmental  Impact  Statement  on  Tanker  Construction 
Program   (May  30,  1973)    (N.T.I.S.  Rep.  No.  EIS  730725-F). 

Even  assuming  that  a  greater  accident  risk  would  be  inherent  in  any  in- 
creased tanker  fleet,  it  is  far  from  clear  that  these  risks  are  greater  than 
those  posed  by  superport  development.  The  oil  spills  risks  posed  by  super- 
tankers themselves  are  unprecedented.  It  has  been  estimated  that  a  massive 
spill  from  a  400,000  DWT  supertanker  about  20  miles  offshore  Delaware 
could  form  an  oil  slick  affecting  states  as  far  north  as  Massachusetts  and 
inflicting  damage  on  coastal  states  totalling  as  much  as  $2.8  billion.  Final 
Environmental  Impact  Statement  on  Tanker  Construction  Program  (May  30, 
1973)  (N.T.I.S.  Rep.  No.  EIS  730725-F).  Moreover,  the  direct  and  indirect 
effect  that  construction  and  operation  of  deepwater  terminals  would  have  on 
the  surrounding  marine  and  coastal  environment,  including  land  use,  air  and 
water  pollution,  solid  waste,  disposal,  aesthetic  problems  and  increased  de- 
mands for  public  services  related  to  development  of  storage  facilities,  refin- 
eries and  petrochemical  plants,  may  eventually  prove  more  significant  than 
the  oil  spill  risk. 

Complete  assessment  of  these  risks  may  ultimately  militate  in  favor  of 
reliance   on   transshipment   facilities   in,   for   example,    Canada   or   the   Carib- 
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bean,  or  the  development  of  a  fleet  of  shallow  draft  tankers,  or  even  an 
increase  in  size  of  the  conventional  tanker  fleet,  coupled  with  appropriate 
vessel  traffic  and  design  controls,  rather  than  development  of  deepwater  port 
facilities  in  U.S.   coastal  waters. 

n.  LACK  OF  INSTITUTIONAL  AND  POLICY  FRAMEWOEK 

Not  only  are  fundamental  issues  concerning  the  need  for  and  environ- 
mental effects  of  deepwater  ports  unresolved,  but  an  adequate  institutional 
and  policy  framework  for  dealing  with  the  problems  posed  by  such  develop- 
ment is  lacking.  The  magnitude  and  complexity  of  the  planning  and  regu- 
latory problems  inherent  in  constructing  and  operating  deepwater  ports  can- 
not be  overemphasized.  Development  of  deepwater  ports  cannot  be  separated 
from  fundamental  questions  of  national,  regional  and  local  land  use  planning, 
all  of  which  must  be  dealt  with  in  a  consistent  manner  from  the  point  of 
view  of  management  of  the  coastal  zone  as  a  whole.  The  construction  and 
operation  of  such  facilities  further  raise  important  questions  of  state-federal 
regulation  and  cooperation,  of  jurisdictional  conflicts  among  several  federal 
agencies,  and  of  possible  constraints  imposed  by  international  law  and 
treaties,  as  well  as  issues  of  private  versus  public  funding,  construction, 
ownership  and  operation.  Finally,  development  and  coordination  of  regula- 
tions respecting  port  reception  facilities,  spill  containment  devices,  traffic 
control  systems,  and  design  and  construction  characteristics  of  ships  per- 
mitted to  serve  U.S.  deepwater  ports  will  necessarily  be  integral  to  the  safe 
operation  of  such  facilities. 

No  institutional  or  legal  framework  exists  for  resolving  in  a  comprehen- 
sive way  the  important  and  complex  issues  raised  by  potential  deepwater 
port  development.  Deepwater  development  is  presently  subject  to  a  crazy 
quilt  of  certifying  authorities  and  overlapping  jurisdictions ;  for  example, 
at  the  federal  level,  numerous  agencies,  e.g.,  Coast  Guard,  EPA,  NO  A  A,  the 
Federal  Power  Commission,  the  Bureau  of  Land  Management,  the  Bureau 
of  Sport  Fisheries  and  Wildlife  and  the  U.S.  Geological  Survey,  and  numer- 
ous statutes  with  different  objectives  and  standards,  e.g.,  the  Outer  Conti- 
nental Shelf  Lands  Act,  the  1899  Rivers  and  Harbors  Act.  the  Coastal  Zone 
Management  Act  of  1972,  the  Federal  Water  Pollution  Control  Act,  the  Ports 
and  Waterways  Safety  Act  of  1972,  the  Fish  and  Wildlife  Coordination  Act 
and  the  National  Environmental  Policy  Act  of  1969,  all  must  be  dealt  with 
in  examining  any  deepwater  port  proposal.  Finally,  it  is  unclear  if  any 
federal  agency  has  the  power  to  authorize  construction  of  a  port  facility  in 
areas  beyond  the  territorial  sea. 

Despite  the  substantial  problems  outlined  above,  none  of  the  bills  cur- 
rently pending  in  Congress  which  would  regulate  deepwater  port  develop- 
ment, including  the  Administration's  proposal,  provides  for  a  comprehen- 
sive planning  approach  for  treating  the  energy  policy,  land  use  and  environ- 
mental issues  at  stake,  and  all  the  proposed  legislation  would  continue  or 
even  exacerbate  the  existing  fragmentation   of  authority. 

The  environmental  organizations  I  represent  are  concerned  that  a  commit- 
ment may  be  made  to  deepwater  ports  in  this  country  and  that  design,  plan- 
ning, construction  and  operation  of  such  facilities  may  proceed  without  full 
and  systematic  consideration  of  all  alternatives  and  implications  and  without 
an  adequate  input  from  local,  state  and  regional  authorities,  as  well  as  the 
public.  Since  this  country  is  at  the  inception  of  perhaps  extensive  and  novel 
coastal  development,  the  opportunity  exists  for  a  comprehensive  systems 
approach  to  such  development — the  only  approach  which  will  ensure  effective 
environmental  protection — taking  into  account  all  relevant  economic,  social, 
political,  and  environmental  facts.  Each  proposal  currently  before  Congress 
must  be  evaluated  in  the  context  of  the  need  for  such  an  overall  approach. 

III.   GENERAL  PRINCIPLES  FOR  REGULATING  DEEPWATER  PORT  DEVELOPMENT 

If  resolution  of  the  issues  outlined  above  indicates  that  construction  of 
deepwater  ports  might  be  appropriate,  the  environmental  groups  believe  that 
several  principles  should  be  reflected  in  the  development  of  a  national  deep- 
water  port  policy.  These  are : 

1.  Place  Interim  Moratorium  on  Development. — Development  of  deepwater 
ports  should  be  subject  to  a  moratorium  until  there  is  a  sufficient  informa- 
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tional  and  institutional  basis  for  establisliing  a  coordinated  policy  approach 
for  such  development  within  the  context  of  an  overall  coastal  zone  manage- 
ment program.  Because  private  oil  companies  with  the  sanction  of  some  states 
are  rapidly  implementing  plans  for  deepwater  terminals,  the  need  for  such 
a  moratorium  is  immediate.  Absent  a  moratorium,  these  projects  may  pro- 
ceed to  completion  and  frustrate  any  effort  to  develop  a  sound,  coordinated 
program  for  resolving  the  fundamental  issues  of  environmental,  energy  and 
land  use  policy  at  stake. 

2.  Ensure  Limited  Initial  Development. — Because  oil  import  projections 
are  uncertain,  foreign  transshipment  facilities  are  available,  and  the  environ- 
mental risks  associated  with  deepwater  port  development  are  serious,  respon- 
sible policy  dictates  limited  development  of  such  facilities.  Possibly,  only  a 
single  pilot  project  should  be  authorized  initially,  with  future  port  authori- 
zation to  be  based  on  the  results  of  the  pilot  project.  In  any  event,  it  seems 
unwise  at  this  time  to  permit  construction  of  more  than  one  port  in  any  one 
sector  of  the  country,  although,  at  some  future  date,  it  is  conceivable  (as 
was  pointed  out  in  the  President's  Energy  Message  of  April  18)  that  con- 
struction of  dispersed,  smaller  deepwater  ports  may  be  preferable  to  con- 
struction of  one  massive  port  to  serve  an  entire  coastal  region. 

3.  Consider  Specific  Legislative  Approval. — Not  only  should  the  number  of 
deepwater  ports  initially  authorized  be  limited  as  a  matter  of  prudent  policy, 
but  all  of  the  government  studies  of  which  we  are  aware  support  the  view 
that,  even  assuming  a  substantial  growtli  in  reliance  on  oil  imports,  only  a 
limited  number  of  deepwater  port  facilities  may  be  required.  In  such  cir- 
cumstances, specific  legislative  approval  of  each  project  may  be  appropriate 
at  least  as  regards  basic  commitments  to  and  locations  for  development. 

4.  Provide  for  State  Approval. — There  must  be  adequate  opportunity  for 
regional,  state  and  local  interests  to  participate  effectively  in  any  decision 
to  site,  construct,  and  operate  a  deepwater  port  facility.  As  noted  above,  con- 
struction and  operation  of  deepwater  port  facilities  within  or  immediately 
adjacent  to  the  territorial  waters  of  one  or  several  coastal  states  may  not 
only  pose  direct  and  substantial  threats  to  the  coastal  and  marine  resources 
of  such  states,  but  may  also  induce  substantial  secondary  impacts  on  land 
use,  water  resources,  and  public  services,  as  well  as  increase  industrial  con- 
centration in  regions  which  they  serve.  State  and  local  governments  have 
traditionally  had  the  authority  to  regulate  these  kinds  of  impacts  and,  in  so 
doing,  have  developed  substantial  resources  and  experience  which  have  been 
recognized  in  federal  legislation  concerned  with  air  and  water  pollution. 
In  particular,  the  critical  role  of  states  and  regional  interests  and  of  coordi- 
nated efforts  in  planning,  managing  and  regulating  development  of  this  coun- 
try's coastal  zone  was  recently  recognized  by  Congress  in  enacting  the  Coastal 
Zone  Management  Act  of  1972   (Pub.  L.  No.  92-583). 

We  believe  that  it  is  essential  that  any  scheme  for  regulating  deepwater 
port  development  provide  that  any  state  adjacent  to  such  development  can 
disapprove  such  development,  whether  or  not  the  facility  is  to  be  located 
within  its  territorial  waters,  (a)  if  it  would  be  inconsistent  with  an  estab- 
lished state  land  use  or  coastal  zone  management  plan  or  policy  and/or  (b) 
if  it  is  likely  to  result  in  significant  adver.se  environmental  effects  within  the 
state's  jurisdiction.  The  decision  to  approve  or  disapprove  should  be  evi- 
denced by  specific  findings  and  conclusions  and  subject  to  judicial  review. 

Additionally,  as  a  necessary  corollary  of  effective  state  participation,  power 
should  be  vested  in  states  to  prescribe  stricter  environmental  or  safety  stand- 
ards for  facilities  (as  well  as  transshipment  modes,  i.e.,  pipelines  or  vessels) 
within  their  jurisdiction  than  may  be  required  by  federal  laws  or  regulations. 

5.  Establish  Uniform  Regulatory  Scheme.  There  should  be  a  uniform 
scheme  of  regulation  for  deepwater  port  development  which  applies  regard- 
less of  whether  the  port  would  be  located  within  the  territorial  sea  or  above 
or  upon  the  Outer  Continental  Shelf,  subject,  of  course,  to  limitations  im- 
posed by  international  law."  The  issues  involved  in  planning  and  overseeing 
deepwater  port  development  simply  do  not  divide  along  such  arbitrary  lines, 

2  Under  existing  principles  of  international  law.  such  a  scheme  might  not  be  directly 
applicable  to  ports  constructed  and  operated  on  the  Outer  Continental  Shelf  by  foreign 
nationals,  but  regulation  of  such  activities  might  be  achieved  through  rules  governing 
transport  into  the  U.S.  by  pipeline  or  feeder  vessel.  The  same  considerations  apply  to 
setting  standards  for  a  delivery  system.   See   point  8,   infra. 
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and  it  would  therefore  not  be  advisable  to  allow  creation  of  a  system  where 
one  agency  with  one  set  of  standards  would  license  development  of  deep- 
water  port  facilities  on  the  Outer  Continental  Shelf  and  another  agency  with 
another  set  of  standards  would  license  their  development  within  the  terri- 
torial sea. 

6.  Create  Single  Coordinating  Agency. — A  single  federal  agency  should  have 
primary  responsibility  for  coordinating  and  overseeing  construction  and  oper- 
ation of  deepwater  port  facilities.  This  agency  would  be  responsible  for  evalu- 
ating all  phases  of  a  proposed  petroleum  delivery  system — vessel  transport, 
site  selection,  construction  mode,  pipeline  design,  landslide  support  facilities, 
etc. — in  terms  of  environmental  and  socio-economic  factors,  taking  into  ac- 
count regional,  state  and  local  interests  and  other  current  and  proposed  uses 
of  the  coastal  zone.  The  agency  would  coordinate  appropriate  environmental 
reviews  and  appraisals  provided  by  other  bodies  with  expertise  and  authority 
in  discrete  areas  and  would  be  required  to  consult,  as  appropriate,  with  such 
bodies.  Also,  the  agency  mandate  should  provide  that  no  project  should  be 
approved  as  environmentally  sound  where  it  is  likely  to  result  in  significant 
adverse  environmental  effects — which  include  landside  economic  development 
as  well  as  marine  pollution  and  damage  to  coastal  ecosystems — and  reason- 
able alternatives  are  available  which  would  reduce  such  effects. 

7.  Provide  for  Economic  Regulation. — If  only  one  or  two  deepwater  port 
facilities  are  constructed,  they  will  constitute  a  scarce  and  valuable  resource 
which  will  require  substantial  economic  regulation  by  the  federal  govern- 
ment. Financing,  ownership  and  charges  for  use  of  deepwater  port  facilities 
should  thus  be  covered  in  any  regulatory  framework,  in  particular  because 
of  the  potential  for  monopoly  profit,  and  perhaps  some  share  of  the  revenues 
should  be  provided  to  coastal  states  to  assist  in  dealing  with  adverse  envi- 
ronmental effects.  In  any  event,  such  facilities  should  not  be  promoted 
through  the   availability  of  substantial  federal   subsidies. 

8.  Set  Standards  for  Delivery  System. — Present  federal  authority  to  regu- 
late vessel  design,  to  provide  for  vessel  traffic  services  and  systems,  and  to 
regulate  the  design,  construction  and  operation  of  facilities  used  for  bulk 
transfer  of  oil  to  and  from  vessels  should  be  expanded  to  cover  vessels  and 
facilities  used  in  connection  with  U.S.  deepwater  ports  located  in  the  con- 
tiguous) zone  or  on  the  Outer  Continental  Shelf.  Indeed,  to  the  extent  that 
deepwater  ports  are  built,  thereby  encouraging  supertanker  traffic  in  or  near 
U.S.  navigable  waters,  it  may  be  that  special  standards  of  design  and  con- 
struction should  be  required  of  such  vessels  as  a  condition  to  their  use  of 
United  States  facilities.  Similarly,  special  standards  for  traffic  control  sys- 
tems, oil  spill  containment  devices,  off-loading  equipment  and  pipeline  con- 
nections might  be  required  of  such  facilities.  At  an  absolute  minimum,  a 
specific  requirement  for  a  positive,  mandatory  vessel  traffic  control  system, 
such  as  that  recently  proposed  by  Senator  Gravel  for  the  Alaskan  trade,  cou- 
pled with  automatic  collision  avoidance  radar  plotting  devices  aboard  ship, 
appears  a  necessity  to  reduce  the  risk  of  accident  at  such  facilities. 

9.  Locate  and  Isolate  Facilities  Far  Offshore. — If  it  is  decided  to  utilize 
supertankers  to  transport  petroleum  imports  to  the  United  States,  the  deep- 
water  port  facilities  developed  to  accommodate  them  should  be  located  off- 
shore at  a  substantial  distance  from  bays  and  estuaries,  should  be  dedicated 
solely  to  the  petroleum  trade,  and  should  be  isolated  from  other  vessel  traf- 
fic. This  policy  is  extremely  important  for  minimizing  disturbance  of  the 
estuarine  and  coastal  marine  resources  which  are  the  most  vulnerable  to 
damage  from  dredging,  spoil  disposal  and  oil  pollution.  It  would  avoid  dredg- 
ing and  construction  activity  in  ecologically  sensitive  estuarine  regions.  By 
restricting  supertanker  traffic  to  offshore  areas,  the  risks  of  groundings  and 
collisions  generally  associated  with  operations  within  narrow  and  shallow 
harbor  approaches  will  be  reduced  for  such  vessels.  By  isolating  supertankers 
from  other  vessel  traffic,  the  risk  of  collisions  and  groundings  is  even  further 
reduced.  Finally,  should  an  oil  spill  from  a  supertanker  occur,  it  would  be 
located  a  substantial  distance  offshore  which  would  provide  more  time  for 
containment  and  cleanup  before  becoming  a  threat  to  the  delicate  coastal 
areas. 

10.  Transport  Oil  to  Shore  l)y  Pipeline. — Oil  should  be  transported  from 
deepwater  port  facilities  to  shore  by  buried  pipelines  (routed  around  sig- 
nificant   marine    breeding    grounds)     rather    than    transshipped    in    smaller 
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tankers  and  barges.  Although  pipelines  are  not  free  from  environmental  risks 
and  substantial  efforts  are  needed  to  improve  pipeline  safety  technology, 
this  approach  would  appear  to  minimize  vessel  traffic  congestion  and  spill 
probabilities  incident  to  tanker  accidents  and  ship  loading  and  unloading 
activities.  This  requirement  and  the  requirements  of  isolating  deepwater 
ports  well  offshore  and  establishing  special  standards  for  associated  delivery 
systems  are  of  such  importance  that  they  should  be  expressly  set  forth  in 
authorizing  legislation,  rather  than  left  to  agency  discretion, 

CONCLUSION 

In  conclusion,  I  reemphasize  the  need  to  proceed  with  the  utmost  caution 
in  assessing  the  need  for  and  authorizing  the  development  of  deepwater  port 
facilities  and  to  avoid  any  commitments  to  such  facilities  pending  develop- 
ment of  adequate  information  and  institutional  capacity  to  resolve  the  com- 
plex issues  of  environmental,  energy  and  land  use  policy  which  are  at  stake. 
Development  of  offshore  port  facilities,  which  represents  a  major  new  en- 
deavor in  the  marine  environment  and  which  may  pose  unprecedented  threats 
and  challenges  to  the  integrity  of  our  coastal  waters  and  lands,  should  be 
allowed  to  proceed  only  in  the  context  of  a  comprehensive,  multi-interest 
planning  and  regulatory  frameworli  for  management  of  the  coastal  zone. 
I  urge  that  the  highest  priority  be  assigned  to  vesting  a  single  authority  with 
overall  planning  and  coordination  responsibility  for  developments  in  the 
coastal  zone,  and  to  insuring  that  affected  states,  regions  and  the  public  have 
an  effective  role  in  the  decisionmaking  process. 
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the  energy  challenge 

The  need  for  deepwater  terminals  for  the  United  States  is  directly  related 
to  the  current  inability  of  this  country  to  satisfy  all  of  its  energy  require- 
ments from  domestic  sources.  We  must  rely  on  imports  of  oil  to  fill  the  exist- 
ing gap  and  all  projections  confirm  that  in  future  years  this  reliance  will 
grow.  In  1972  petroleum  imports  from  abroad  were  4.7  million  b/d.  By  1985 
this  is  expected  to  increase  by  2  to  4  times. 

Ultimately,  our  dependence  on  foreign  sources  of  supply  can  be  lessened 
by  accelerating  the  development  of  crude  oil  deposits  believed  to  exist  in 
coastal  waters  off  the  United  States,  by  greater  reliance  on  nuclear  power 
and  by  technological  advances  in  the  conversion  of  coal  to  more  usable  forms 
of  energy.  However,  none  of  these  actions  is  expected  to  provide  more  than 
partial  answers  in  the  next  few  decades  although  all  must  be  pursued  vigor- 
ously for  the  contributions  they  can  make.  Concurrently  with  efforts  to 
expand  our  domestic  energy  sources,  programs  for  conserving  energy  should 
be  actively  promoted.  We  must  still  recognize,  liowever,  that  this  country  is 
faced  with  an  increasing  dependence  on  foreign  sources  of  supply  for  the 
foreseeable  future. 

This  is  a  problem  of  national  scope.  Failure  to  meet  the  growing  energy 
demands  by  increasing  petroleum  imports  would  have  an  adverse  impact  on 
every  home  and  industry  in  the  United  States.  Interior  states  would  feel 
this  impact  as  directly  as  coastal  states.  Although  petroleum  imports  will 
necessarily  enter  the  country  through  coastal  installations,  the  entire  nation 
will  realize  the  benefits  of  these  imports  through  the  high  efficient  transpor- 
tation network  of  the  petroleum  industry.  In  the  absence  of  such  imports, 
the  economy  of  the  nation  must  inevitably  suffer. 

THE   NEED  FOR  DEEPWATER  TERMINALS 

About  85%  of  the  free  world's  known  crude  oil  reserves  are  located  in 
the  Middle  East,  Africa  and  South  East  Asia.  It  is  these  reserves  upon  which 
the  United  States,  along  with  other  crude  deficient  nations,  must  depend  to 
supply  their  growing  energy  requirements.  In  shifting  to,  and  increasing  our 
dependence  upon  distant  foreign  countries,  it  is  essential  that  foreign  crude 
be  imported  in  the  most  efficient  and  economical  manner  possible  consistent 
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with  national  security  and  environmental  factors.  Large  tankers  employed 
in  conjunction  with  deepwater  terminals  off  our  shores  will  help  accomplish 
these  ends. 

Typically,  a  tanker  voyage  from  the  Middle  East  to  the  U.S.  East  Coast 
involves  a  24,000  mile  round  trip.  In  moving  substantial  volumes  of  petroleum 
over  such  great  distances,  the  economics  of  tanker  transportation  clearly 
favor  using  large  vessels.  The  cost  of  shipping  petroleum  from  the  Middle 
East  to  the  United  States  can  be  reduced  by  as  much  as  30%  if  250,000 
deadweight  tons  (DWT)  vessels  are  used  rather  than  70,000  DWT  vessels. 
This  cost  difference  could  represent  an  annual  savings  of  over  one-half  bil- 
lion dollars  in  1980.  However,  there  are  at  present  no  port  facilities  in  the 
United  States  which  can  accomodate  very  large  crude  carriers  (VLCCs)  — 
that  is  vessels  larger  than  200,000  DWT  which  normally  require  over  65  feet 
of  water. 

Over  80%  of  the  tanker  tonnage  on  order  today  is  in  the  VLCC  category. 
By  1980  VLCCs  will  make  up  more  than  two-thirds  of  the  free  world  fleet 
capacity.  This  capacity  would  not  be  available  for  U.S.  trade  unless  deep- 
water  terminals  are  developed. 

ENVIBONMENTAL  CONSIDERATIONS 

In  view  of  the  urgent  national  need  for  deepwater  terminal  facilities,  it  is 
reassuring  to  know  that  the  technology  required  to  construct  such  facilities 
and   operate   them   safely   is   already   well   established. 

There  are  over  60  ports  and  terminals  in  the  world  constructed  to  ac- 
commodate VLCCs.  These  represent  several  basically  different  concepts.  The 
United  States  is  fortunately  in  a  position  to  capitalize  on  this  reservoir  of 
knowledge  and  operating  experience.  However,  despite  this  relatively  ad- 
vanced "state  of  the  art"  and  the  transportation  savings  which  can  be 
effected  there  remains  opposition  by  some  to  the  construction  and  operation 
of  VLCC  terminals. 

This  opposition  rests  partly  on  the  fear  of  massive  spills  which  could 
cause  heavy  pollution  of  coastal  areas.  Unfortunately,  some  of  those  who  raise 
this  objection  may  not  be  considering  the  practical  alternatives  for  handling 
petroleum  imports.  If  they  are  realistic  and  relate  the  hazards  of  a  deep- 
water  terminal  to  the  hazards  of  importing  substantially  larger  quantities  of 
petroleum  by  traditional  methods  using  small  tankers,  a  truer  picture  can 
be  seen. 

In  testimony  before  the  House  Merchant  Marine  and  Fisheries  Committee 
on  June  14th  the  Honorable  Russell  E.  Train  concluded  that  the  anticipated 
spillage  would  be  more  than  10  times  greater  using  50,000  DWT  tankers  com- 
pared to  the  spillage  using  the  250,000  DWT  size.  This  general  conclusion 
has  been  analytically  confirmed  by  several  independent  groups  and  stems 
from  at  least  four  factors : 

1.  Dependence  on  small  tankers  for  handling  increasing  volumes  of  of 
petroleum  will  significantly  increase  harbor  traflic.  Using  the  tanker  sizes 
just  quoted  from  Mr.  Train,  the  250,000  DWT  tanker  would  reduce  the  num- 
ber of  ship  calls  necessary  to  supply  the  nation's  import  requirements  by 
80%  compared  to  those  required  if  50,000  DWT  tankers  were  used.  An  in- 
crease in  congestion  in  restricted  waterways  will  result  in  increased  risk  of 
marine  accidents,  such  as  vessel  collisions  and  groundings. 

2.  Use  of  smaller  vessels  means  the  discharge  cycle  must  be  repeated  much 
more  frequently  than  when  using  large  vessels.  Operating  experience  shows 
that  spill  hazards  are  generally  the  greatest  while  connecting  and  starting 
to  discharge  and  while  disconnecting.  To  the  extent  these  operations  are 
performed  less  frequently  with  large  vessels,  there  will  be  a  corresponding 
decrease  in  the  risk  of  pollution. 

3.  In  the  absence  of  deepwater  ports,  spills  would  occur  at  established 
ports  in  confined,  sometimes  protected  waters,  where  the  effects  would  likely 
be  more  ecologically  damaging  than  if  they  occurred  in  open  waters  at  a 
deepwater  terminal. 

4.  The  new  generation  of  deepwater  terminal  facilities  and  ships  will  in- 
corporate the  latest  technological  advances  in  equipment  design  and  oper- 
ating devices. 

Based  on  these  factors,  early  construction  and  operation  of  deepwater  port 
facilities  is  sound  from  the  standpoint  of  minimizing  oil  pollution  of  the 
marine  environment. 
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FINANCIAL  RESPONSrBILITIES 

API  has  long  supported  ratification  of  both  the  Convention  on  the  Estab- 
lishment of  an  International  Fund  for  Compensation  for  Oil  Pollution  Dam- 
age and  The  International  Convention  on  Civil  Liability  for  Oil  Pollution 
Damage.  These  conventions  set  forth  the  liability  which  will  obtain  in  event 
of  a  spill  and  provide  for  coverage  of  such  liability.  It  is  recognized,  how- 
ever that  additional  time  will  be  required  for  these  conventions  to  be  rati- 
fied by  the  requisite  number  of  nations  and  become  effective  internationally. 

In  the  meantime,  two  segments  of  private  industry — the  tanker  owners 
and  the  cargo  owners — have  themselves  voluntarily  established  two  inter- 
national compensation  programs  covering  tanker  spills.  One  is  the  Tanker 
Owners  Voluntary  Agreement  Concerning  Liahility  for  Oil  Pollution 
(TOVALOP),  which  requires  participating  tanker  owners  either  to  remove 
any  oil  negligently  discharged  or  to  reimburse  the  government  of  a  country 
whose  shore  line  is  damaged  or  (threatened)  by  such  a  spill.  Under 
TOVALOP,  a  tanker  owner  has  a  liability  up  to  $100  per  gross  registered 
ton  of  the  tanker,  with  a  maximum  of  $10  million  per  vessel  per  incident. 
At  this  time  more  than  99..5%  of  the  world's  non-governmental  tanker  ton- 
nage is  covered  under  TOVALOP. 

The  second  program  is  the  Contract  Regarding  an  Interim  Supplement  to 
Tanker  Liability  (CRISTAL),  which  has  been  developed  by  oil  cargo  owners 
to  provide  additional  protection — for  private  citizens  as  well  as  for  govern- 
ments— by  extending  the  limit  for  each  incident  up  to  as  much  as  $30  mil- 
lion. CRISTAL  is,  literally,  a  legal  contract  that  now  binds  more  than  90% 
of  the  international  petroleum  industry,  as  measured  by  the  volume  of  crude 
and  fuel  oils  that  participants  transport  by  tanker.  Under  CRISTAL,  par- 
ticipants have  a  contractual  obligation  to  provide  their  pro  rata  share  of 
funds  needed  to  pay  compensation  for  pollution  damage  up  to  a  maximum 
of  $30  million  per  incident,  less  the  sums  available  from  the  shipowner  under 
applicable   law   and   from   TOVALOP. 

Both  TOVALOP  and  CRISTAL  are  designed  as  interim  measures  pending 
the  time  when  the  Liability  and  Fund  Conventions  come  into  effect.  The 
broad  industry  coverage  under  these  programs  provides  sound  protection  in 
the  event  of  a  spill  and  encourages  prompt   remedial   action. 

VLCC  OPERATIONS 

Vessel  safety  is  a  prime  consideration  in  building  and  operating  tankers. 
The  very  nature  of  the  cargo  dictates  this  priority.  VLCCs  represent  a  new 
generation  of  vessels — the  first  was  placed  in  operation  in  1967.  They  are 
equipped  with  the  most  modern  navigational  and  other  safety  equipment  and 
operating  features.  Such  vessels  often  have  centralized  cargo  handling  sys- 
tems which  permit  close  control  of  operations  as  well  as  constant  monitoring 
of  all  cargo  valves,  pumps  and  tanks  during  loading  and  discharge. 

Many  companies  have  training  programs  to  assure  that  senior  officers  main- 
tain their  vessel  operating  proficiency.  Such  programs  may  involve  the  use 
of  complex  equipment  which  simulate  the  bridge  of  a  vessel  underway  and 
allow  the  officer  to  sharpen  his  shiphandling  techniques  under  highly  realis- 
tic conditions.  Programs  are  also  conducted  to  instill  among  crew  members  a 
continuing  awareness  of  the  importance  of  safe,  pollution-free  operations. 

Federal  agencies  have  for  years  been  active  in  the  establishment  of  sea 
lanes  for  vessels  in  areas  of  heavy  marine  congestion  along  U.S.  coasts.  Under 
the  Ports  and  Waterways  Safety  Act  of  1972  the  Coast  Guard  is  charged 
with  the  responsibility  for  the  establishment,  operation  and  maintenance  of 
vessel  traffic  control  systems  in  congested  port  areas.  This  experience  will 
be  useful  in  developing  procedures  for  regulating  vessel  traflBc  in  the  vicinity 
of  deepwater  port  installations. 

The  operating  characteristics  of  the  new  generation  of  VLCCs  are  widely 
misunderstood.  Like  their  smaller  counterparts  these  vessels  may  be  readily 
controlled,  even  at  reduced  speeds.  The  fundamental  point  is  that  with  in- 
creased ship  size,  greater  time  is  required  to  perform  maneuvers.  This  re- 
quires that  maneuvers  be  anticipated  and  initiated  earlier  than  with  smaller 
vessels.  However,  the  room  needed  for  turning,  for  example,  does  not  increase 
nearly  in  proportion  to  vessel  size.  In  fact,  when  the  room  needed  to  turn 
is  expressed  in  proportion  to  ship  length,  it  is  usually  found  that  the  larger 
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tanker  requires  a  smaller  number  of  ship  lengths  in  which  to  turn  than 
the  smaller  tanker. 

The  stopping  distance  of  vessels  from  full  speed  is  frequently  mentioned 
in  discussing  vessel  maneuverability.  This  is  a  misleading  yardstick  as  the 
master  of  a  vessel  will  gradually  reduce  speed  when  approaching  or  entering 
a  harbor  or  other  areas  where  traffic  is  congested.  As  would  be  expected,  sub- 
stantially less  distance  is  required  to  stop  at  low  speeds.  The  stopping  dis- 
tance for  a  typical  VLCC  from  a  speed  of  15  knots  is  on  the  order  of  3 
miles  .  .  .  considerably  less  than  the  10  miles  which  is  often  claimed.  How- 
ever, the  stopping  distance  from  full  speed  is  not  particularly  relevant  when 
it  is  recognized  that  a  master  of  a  vessel  operating  at  full  speed  in  the 
open  sea  will  avoid  close  quarter  situations  with  other  vessels  by  changing 
course  rather  than  by  bringing  the  vessel  to  a  stop. 

While  the  new  large  vessels  may  appear  ponderous,  their  basic  handling 
characteristics  are,  in  reality,  not  greatly  different  from  much  smaller  vessels. 
As  a  matter  of  fact,  some  ship  masters  have  pointed  out  that  under  certain 
wind  and  sea  condiions  they  would  much  prefer  to  handle  a  VLCC  as  it  is 
easier  to  control  than  a  smaller,  lighter  vessel. 

THE  IMPACT  OF  DEEPWATER  TEKMINALS 

It  should  be  noted  that  construction  of  new  deepwater  petroleum  facilities 
will  not  undermine  the  economic  viability  of  existing  ports.  Existing  ports 
would  continue  to  handle  smaller  tankers  such  as  those  used  in  coastal  trades, 
as  well,  of  course,  as  all  dry  cargo  and  liner  traffic.  However,  this  new 
generation  of  special  purpose  terminaling  facilities  is  essential  for  handling 
crude  imports  largely  in  excess  of  present  crude  imports. 

Studies  indicate  that  there  is  little  incentive  to  expand  petroleum  terminal 
facilities  into  multi-purpose  facilities  where  ores,  grain,  coal  and  other  car- 
goes could  be  handled.  Vessels  handling  such  cargoes  generally  do  not  require 
the  water  depths  necessary  for  VLCCs  and  such  multi-purpose  terminals 
would  be  extremely  costly.  In  short,  we  view  deepwater  facilities  for  the 
importation  of  petroleum  as  single-purpose  installations  designed  solely  for 
that  purpose. 

It  has  been  suggested  that  a  deepwater  terminal  would  encourage  indus- 
trialization and  change  the  character  of  the  adjacent  shoreline.  Physically, 
the  terminal  could  have  relatively  little  impact  on  the  environment.  Onshore 
facilities  could  consist  of  a  minimal  tank  farm  and  pump  station  which  could 
be  landscaped  and  unobtrusive.  Ship  receiving  facilities  could  be  well  off- 
shore and  equally  unobjectionable. 

A  deepwater  terminal  need  have  little  effect  on  industrialization  of  the 
adjacent  area  except  as  desired  by  state  and  local  governments.  Planning, 
zoning,  and  land  use  regulations  exercised  by  local  governments  can  main- 
tain the  same  control  over  industrial  development  as  at  present. 

Proof  that  deepwater  terminals  can  be  built  and  operated  without  changing 
the  character  of  the  shoreline  can  be  found  in  several  parts  of  the  world. 
VLCC  terminals  have  been  operating  in  Ireland's  Bantry  Bay  and  Southern 
Japan's  Kagoshima  Bay  for  years  without  creating  ancillary  industrializa- 
tion or  otherwise  disturbing  the  character  of  the  area. 

Individual  states  and  local  jurisdictions  have  the  recognized  right  to  estab- 
lish land  use  plans  and  zoning  restrictions.  Indeed,  land  use  regulation  is 
becoming  increasingly  common — normally  with  the  objective  of  prohibiting 
development  incompatible  with  long  range  plans.  The  exercise  of  these  rights, 
however,  must  stand  the  test  of  reasonableness  and  should  not  be  applied  in 
such  a  way  as  to  prohibit  arbitrarily  the  free  flow  of  interstate  and  foreign 
commerce.  With  particular  reference  to  approving  the  construction  and  oper- 
ation of  deepwater  port  facilities,  coastal  states  may  properly  seek  to  pre- 
serve the  scenic  beauty  and  recreational  value  of  the  national  shoreline. 
However,  in  exercising  this  prerogative,  those  states  also  have  the  respon- 
sibility for  assuring  that  the  restrictions  placed  on  shoreline  developments 
do  not  unreasonably  stifle  the  well  being  of  interior  states  which  will  also  be 
critically  dependent  on  imported  crude.  An  ideal  situation  would  be  one  in 
which  individual  states  cooperated  with  the  Federal  Government  and  with 
industry  in  assuring  that  all  appropriate  environmental  precautions  are  taken 
and  that  there  is  a  minimum  effect  on  the  character  of  coastal  areas. 
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LEGISLATIVE  ASPECTS 

Private  industry  has  indicated  a  willingness  to  finance  the  construction 
and  operation  of  deepwater  facilities.  Testimony  before  this  Committee  by 
representatives  of  the  proposed  LOOP  and  Seadock  projects  in  the  Gulf  of 
Mexico  provide  evidence  of  their  capabilities  to  handle  all  aspects  of  the 
projects.  However,  legislation  is  required  to  confirm  the  right  of  the  Federal 
Government  to  regulate  location  and  operation  of  these  facilities  beyond  the 
limits  of  the  territorial  sea.  The  Federal  Government  should  establish  its 
right  to  authorize  offshore  terminals  beyond  the  territorial  sea  as  a  "reason- 
able use"   of  the  contiguous  zone  and  high   seas. 

It  is  evident  that  if  the  United  States  is  to  realize  the  benefits  of  the 
lower  marine  transportation  costs  and  environmental  advantages  which  will 
result  from  the  use  of  deepwater  terminals,  legislation  must  be  enacted 
which  will  encourage  applications  to  be  processed  expeditiously.  Actual  con- 
struction of  the  facilities  will  generally  require  up  to  two  years.  If  legisla- 
tion required,  say,  an  additional  two  to  three  years  to  secure  necessary  ad- 
ministrative authorizations  prior  to  proceeding  with  construction,  the  ex- 
tended time  schedule  for  accommodating  VLCCs  could  very  seriously  com- 
promise national  interests. 

Consequently,  there  is  a  compelling  need  for  Congress  to  authorize  a  single 
agency  to  issue  licenses  for  the  construction  and  operation  of  deepwater  oil 
terminals  and  appurtenant  facilities  and  to  promulgate  such  regulations  and 
guidelines  as  may  be  necessary  for  construction  and  operating  of  such  facili- 
ties. The  licensing  agency  should  be  directed  to  seek  the  advice  and  counsel 
of  other  federal  and  state  agencies  on  matters  relevant  to  their  areas  of 
responsibility  insofar  as  they  are  affected  by  the  location  and  operation  of 
deepwater  facilities.  The  licensing  procedures  of  the  agency  should  have 
nationwide  application.  They  should  be  sufficiently  flexible  to  cover  various 
terminal  designs  each  of  which  may  have  its  special  advantages  at  particu- 
lar locations. 

The  Administration  Bill.  H.R.  7501,  appears  to  cover  most  of  these  points. 
It  establishes  a  single  agency  to  coordinate  the  licensing  and  regulation  of 
deepwater  ports,  and,  in  our  view,  is  the  most  comprehensive  legislation 
which  has  been  proposed.  However,  we  believe  that  existing  Acts  should  not 
be  amended,  but  rather  that  a  new  Act  be  adopted,  for  the  simple  reason  that 
there  are  specialized  considerations  in  the  location  and  operation  of  deep- 
water  terminals.  A  new  Act  would  encourage  development  of  regulations 
specifically  governing  their  installation  and  operation. 

In  granting  licenses,  the  designated  agency  should  strive,  in  light  of  im- 
mediate domestic  energy  needs,  to  achieve  a  sensible  and  realistic  balance 
between  the  nation's  economic,  environmental,  and  national  security  require- 
ments. Legislation  should  not  grant  states  a  veto  power  to  prevent  construc- 
tion of  deepwater  installations.  A  veto  arrangement  could  create  an  unfor- 
tunate inflexibility.  It  might  be  invoked  arbitrarily  and  thereby  frustrate 
efforts  to  develop  deepwater  installations  which  would  ultimately  prove 
mutually  acceptable  to  both  state  and  federal  interests.  Rather,  Federal 
legislation  should  facilitate  the  prompt  resolution  of  differences  between 
various  levels  of  government  on  the  siting  of  deepwater  facilities. 

In  summary,  we  believe  there  is  an  immediate  need,  stemming  from  the 
rapid  growth  in  U.S.  petroleum  imports,  for  legislative  action  which  will 
establish  procedures  under  which  suitably  located  deepwater  terminal  facili- 
ties can  be  constructed  without  delay.  Deepwater  terminals  will  afford  both 
environmental  protection  and  economic  benefits.  We  firmly  believe  that 
prompt  enactment  of  such  legislation  would  be  in  the  best  interest  of  our 
country. 


WODCON, 
World  Dredging  Conference, 
San  Pedro,  Calif,  August  2,  1973. 

Hon.  Leonor  K.  Sullivan, 

Chairman,  Merchant  Marine  and  Fisheries  Committee, 

House  of  Representatives, 

Washington,  D.C. 

Dear  Ms.  Sullivan  :  It  is  my  understanding  that  your  committee  is  gather- 
ing  points    of   view   and    information    relative   to    deep    water   ports    in    the 
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United  States.  However,  we  also  understand  that  your  deadline  for  receiving 
this  information  may  have  passed.  I  would  like  to  extend  a  few  remarks 
for  your  guidance  at  this  time;  and,  if  you  need  a  follow-up  presentation, 
you  would  at  least  know  about  our  organization  and  be  able  to  contact  me 
for  the  updating. 

In  enclose  some  background  information  on  the  World  Dredging  Confer- 
ence Association,  to  give  you  some  indication  of  the  extent  of  representation 
that  our  association  has  throughout  the  world.  We  are  a  California  corpora- 
tion and  a  United  States  based  organization  with  its  objectives  strictly  tech- 
nical and  educational  for  the  industry,  without  a  lobby  or  other  govern- 
mental purposes. 

It  is  the  general  feeling  among  our  members  throughout  the  world,  that 
the  dredging  industry  has  the  capability  to  dredge  and  maintain  ports  below 
the  100-foot  level.  In  the  case  of  our  U.S.  membership,  this  position  extends 
to  the  dredging  of  existing  ports  or  the  creation  of  new  ports  in  the  hinter- 
land along  the  contiguous  coastline  of  the  United  States,  to  the  100-foot 
datum. 

Several  of  our  member  companies  are  presently  engaged  in  dredging  ports 
in  other  parts  of  the  world  to  85  feet,  and  some  exceeding  100  feet  in  depth 
to  accommodate  the  VLCC's  and  larger  mammoth  tankers  with  future  pro- 
jections to  1,000,000  dwt.  It  is  evident  to  us  that,  in  spite  of  the  reluctance 
of  the  United  States  to  develop  its  ports  to  a  hundred  feet  plus  depth,  ships 
(both  tankers  and  bulk  carriers)  will  continue  to  grow  in  size,  eventually 
reaching  even  the  1,000,000  dwt  capacity.  Private  industry  in  the  United 
States  is  prepared,  in  some  quarters,  to  mobilize  the  necessary  dredging 
equipment  to  undertake  dredging  of  certain  ports  to  depths  necessary  to 
accommodate  vessels  with  drafts  in  excess  of  ninety  feet. 

The  necessary  technology  is  available,  and,  in  certain  areas  of  the  world, 
is  being  employed  to  dredge  harbors  and  create  new  harbors  with  depths  to  a 
hundred  feet.  Our  industry,  and  members  of  our  Association  with  interna- 
tional connections  and  relationships,  is  capable  of  mobilizing  the  necessary 
team  to  economically  accomplish  this  task  in  the  United  States. 

The  dredging  industry  probably  has  more  experience  in  terms  of  years  and 
man  hours  involved  on  the  subject  of  pollution  control  and  remedial  action 
in  harbors  and  waterways  than  any  other  single  industry.  It  is  the  opinion 
of  leading  members  of  our  industry  that  the  ecological  problems  of  contain- 
ing oil  spills  and  avoiding  oil  spills,  for  instance,  can  better  be  accomplished 
in  a  calm  harbor  than  in  an  open  sea  condition  such  as  offshore  terminals. 
While  we  support  the  need  for  offshore  terminals  and  buoy  fueling  systems 
as  a  short  term  urgency  measure  to  meet  our  energy  requirments,  we  see  the 
long-range  necessity  of  developing  inland  ports  sufficient  to  meet  the  new 
generation  of  super  ocean  carriers. 

WODCON  Association  is  planning  to  organize  a  briefing  seminar  in  Wash- 
ington sometime  in  October,  for  the  purpose  of  presenting  more  detailed  facts 
concerning  the  capability  of  the  dredging  industry  to  dredge  ports  to  one 
hundred  feet  in  depth  and  maintain  them  at  that  depth  through  dredging. 
We  would  be  pleased  to  have  the  cooperation  and  participation  at  this  one- 
day  session  by  members  of  your  Committee.  Please  let  me  know  if  there 
would  be  interest  on  the  part  of  your  Committee  on  such  a  briefing. 
Very  respectfully, 

M.  J.  Richardson, 
Executive  Secretary  and  Director. 

WODCON  1973 — Goal:  The  Advancement  of  Dredging  Technology 

MEMBERSHIP 

Corporations,  partnerships,  joint-venture  companies  or  government  agen- 
cies involved  in  some  aspect  of  the  dredging  industry  are  eligible  for  full 
membership  upon  application  to  WODCON  Association.  No  other  class  of 
membership  is  available. 

organization 

WODCON  Association  is  a  nonprofit  corporation,  industry  association,  and 
is  chartered  under  the  laws  of  the  State  of  California.  As  such  there  is  no 
stock  ownership  of  WODCON.   It  is  governed  by  a   Board   of  Advisers  and 
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Board  of  Directors.  Each  member  company  or  group  of  companies  is  entitled 
to  one  representative  on  the  Board  of  Advisers.  The  same  applies  to  govern- 
ment members.  WODCON  was  first  organized  on  May  8,  1967  at  the  Marco 
Polo  Club,  Waldorf  Astoria  Hotel,  New  York  City. 

ACTIVITIES 

1.  Sponsor  a  conference  approximately  every  eighteen  months,  whose  pri- 
mary purpose  is  to  stimulate  interest  within  the  dredging  industry  for  indi- 
viduals to  prepare  and  present  technical  papers  on  subjects  dealing  with 
dredging  and  dredge  design ;  to  publish  and  disseminate  the  proceedings  on 
the  broadest  possible  basis ;  to  arrange  for  the  presentation  of  industry 
exhibits  and  thus  couple  practical  hardware  with  written  theories  and  pre- 
sentations on  the  advancement   of   dredging  technology. 

2.  Present  an  award  at  each  conference  to  the  author  of  the  paper  delivered 
at  the  conference  which  is  judged  by  the  Technical  Paper  Committee  to  repre- 
sent the  greatest  contribution  to  the  advancement  of  dredging  technology  at 
that  conference. 

3.  Sponsor  research  programs  beneficial  to  the  dredging  industry  worldwide. 

CUEBENT  PROJECTS 

1.  Dredging  and  Marine  Ecology — the  purpose  of  the  project  is  to  develop 
a  dredging  handbook  containing  guidelines  and  supporting  data  that  will 
assist  in  the  planning  and  conduct  of  dredging  projects,  minimizing  harmful 
effects   on   the  environment   or,   where   possible,    improving   and   enhancing  it. 

2.  Dredge  Standards — this  project  was  established  in  connection  with  the 
Dredging  Fleet  Insurance  Program  and  is  intended  to  consolidate  and  im- 
prove upon  existing  classifications,  standards  and  survey  guidelines  applicable 
to  all  types  of  dredges  and  their  various  operations. 

ASSOCIATION   MEMBERS 

Ackermass  &  Van  Haaren  (S.A.  Enterprises) — Belgium 

Adriaan  Volker,  N.V. — The  Netherlands 

American  Marine  &  Machinery  Co.,  Inc. — U.S.A. 

Andac  International  Ltd. — Hong  Kong 
♦Argentina — Public  Works,  Ports  &  Harbors 

Australian  Dredging  &  General  Works  Pty.  Ltd. — Australia 

Ballast  Nedam  Groep  N.V. — The  Netherlands 

Barnegat  Bay  Dredging  Co. 

C.  F.  Bean  Corporation — U.S.A. 

Beaver  Dredging  Company  Ltd. — Canada 

Bos  &  Kalis — Portugal 

Bos  Kalis  Westminster  Dredging  Group  N.V. — The  Netherlands 

Bos  &  Kalis  Baggermaatschappij  N.V.— The  Netherlands 

Bos  &  Kalis  Baggermaatschappij  N.V. — Belgium 

Bos  &  Kalis  Societe  de  Dragage — France 
♦Brazil — Companhia  Brasileira  de  Dragagem 

B-R  Dredging  Co.,  Inc.— U.S.A. 

Cal-Surance  Associates,  Inc. — U.S.A. 
♦Canada — Dept.  of  Public  Works 
♦China  (Republic  of) — Ret — Ser  Engineering  Agency 

Costain-Blankevoort  Int'l  Dredging  Co.,  Ltd. — The  Netherlands 

DredgeMasters  International — U.S.A. 

Dredging  &  Construction  Co.,  Ltd. — The  Netherlands 

EUicott  Machine  Corporation — U.S.A. 

Enterprise  Guineene  de  Travaux  Publics  &  Martimes — Republic  of  Guinea 

Equipment  Systems  Inc. — U.S.A. 

Erickson  Engineering  Company — U.S.A. 

Foremost  Land  &  Marine  Westminster  Ltd. — U.K. 

IHC  Holland— The  Netherlands 

Philipp  Holzmann  AG — Germany 

Hyupchin  Co.,  Ltd. — Korea 


♦National  Members. 


788 

International  Mining  Corp. — U.S.A. 

T.  L.  James  &  Co.,  Inc.— U.S.A. 

James  Contracting  &  Shipping  Co.  Ltd. — U.K. 
♦Korea — Korea  Dredging  Corporation 

Land  &  Marine  Contractors  Ltd. — U.K. 

Land  &  Marine  N.V. — The  Netherlands 

London  Dredging  Co.  Ltd. — U.K. 

Manson-Osberg  Co. — U.S.A. 

Mitsui  Real  Estate  Co.,  Ltd. — Japan 

Nash  Dredging  &  Reclamation  Co.  Ltd. — U.K. 

Nigerian  Dredging  &  General  Works,  Ltd. — Nigeria 

Orenstein  &  Koppel  AG — Germany 

Penta-Ocean  Construction  Co.  Ltd. — Japan 
♦Philippines — Bureau  of  Public  Works 

Rheinische  Tiefbau  Gesellschaft  G.m.b.H. — Germany 

Rinkai  Construction  Co.  Ltd. — Japan 

Seadrec,  Ltd.— U.K. 

Societe  Franco-Neerlandaise  de  Travaux  Publics  et  de  Drages — The  Nether- 
lands 

Societe  Generale  de  Dragage — Belgium 

Toa  Harbor  Works  Co.,  Ltd. — Japan 

Toyo  Construction  Co.,  Ltd. — Japan 

Van  Hattum  &  Blankevoort  N.V. — The  Netherlands 
♦Venezuela — Instituto  Nacional  de  Canalizaciones 

Westminster  Dredging  Co.,  Ltd. — U.K. 

Westminster  Dredging  Group — U.K. 

Westminster  Dredging  (Australia)  Pty.  Ltd. — Australia 

Westminster  Dredging  (West  Africa)  Ltd. — Nigeria 

Westminster  Gravels  Ltd. — U.K. 

Wiley  Manufacturing  Company — U.S.A. 

Williams-McWilliams  Company — U.S.A. 

[Whereupon,  at  11 :10  a.m.,  the  committee  recessed,  subject  to  the 
call  of  the  Chair.] 


APPENDIX 


Report  on  an  inspection  tour  of  the  offshore  terminal  at  Bantry 
Bay,  Ireland,  and  the  combination  terminal-refinery  complex  at 
Milford  Haven,  Wales. 

U.S.  House  of  Representatives, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington,  D.C.,  July  10,  1973. 

Memorandum 

To:   The  Honorable   Leonor   K.    Sullivan,   Chairman   Committee  on  Merchant 

Marine  and  Fisheries. 
From:  Ernest  J.  Corrado,  Chief  Counsel. 
Subject :    Report   on    recent    visit   to    the    offshore   terminal    at   Bantry   Bay, 

Ireland  and  the  combination  terminal-refinery  complex  at  Milford  Haven, 

Wales. 

On  Monday,  June  18,  and  Tuesday,  June  19,  1973,  the  American  Petroleum 
Institute  party  examined  the  offshore  terminal  facility  at  Bantry  Bay,  Ire- 
land and  the  terminal-refinery  complex  at  Milford  Haven,  Wales.  The  party 
consisted  of  oil  industry  personnel,  conservationists,  environmentalists,  and 
several   Federal   Government   personnel. 

In  1966,  the  Gulf  Oil  Corporation  decided  to  build  a  crude  oil  terminal  at 
Whiddy  Island,  Bantry  Bay,  Ireland.  The  first  supertanker  to  use  this  facility, 
the  "Universe  Ireland",  arrived  at  Whiddy  Island  on  October  29,  1968. 

This  terminal  facility  has  a  capacity  of  approximately  one  million  tons  of 
crude  oil,  consisting  of  twelve  tanks  64  feet  high  and  262  feet  in  diameter 
with  an  approximate  capacity  of  80  thousand  tons  each.  In  addition,  there 
are  two  500,000  barrel  tanks  specially  built  to  receive  ballast  water  from 
smaller  tankers.  This  is  later  pumped  aboard  the  "Universe"  tankers  for  their 
return  to  Kuwait.  Ballast  is  required  to  keep  the  tanker  in  a  maneuverable 
condition  and  trim  and  to  keep  its  propellers  immersed  in  the  water. 

This  facility  at  Whiddy  Island  in  Bantry  Bay  is  strictly  a  transshipment 
facility  and  is  not  a  refinery  complex  or  a  storage  depot.  The  Bantry  Bay 
facility  is  an  island  complex  with  the  loading  and  offloading  facility  1,300 
feet  from  shore,  with  a  depth  of  water  of  about  105  feet  on  its  outer  side 
and  92  feet  on  the  inner  side.  The  "Universe"  class  of  tankers,  assisted  by 
tugs,  berth  on  the  outer  side  of  the  offshore  pier  and  the  smaller  tankers 
line  up  on  both  the  inner  and  outer  sides.  Oil  is  discharged  from  the  Universe 
tankers  at  a  maximum  rate  of  15,000  tons  (or  100,000  barrels)  per  hour  into 
the  storage  tanks  on  the  island.  Oil  may  also  be  discharged  directly  from 
larger  tankers  into  small  ones  when  they  are  berthed  at  the  same  time  on 
opposite  sides  of  the  pier.  The  six  "Universe"  tankers  were  built  in  Japan 
between  1967  and  1969  and  are  on  long  term  charter  to  the  Gulf  Oil  Corpora- 
tion from  National  Bulk  Carriers,  Inc.,  New  York.  The  "Universe"  tankers 
are  1,135  feet  long  with  a  beam  of  175  feet  and  an  82-foot  draft.  These 
326,000  DWT  vessels  have  a  speed  of  16  knots  and  a  crew  of  52  oflicers  and 
men.  Oil  is  stored  in  22  compartments  with  a  maximum  cargo  capacity  of 
2,200,000  barrels  (more  than  enough  to  run  a  60,000-barrel-a-day  refinery  for 
a  month). 

The  Bantry  Bay  facility  differs  from  the  type  of  offshore  ocean  terminal 
facilities  the  United  States  is  contemplating  in  that  it  is  just  a  transship- 
ment point  consisting  of  a  narrow  concrete  pier  on  pilings  some  1,600  feet 
long  and  1,300  feet  from  the  shore  of  Whiddy  Island  with  hose  connections 
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imbedded  in  the  bottom  of  Bantry  Bay  in  concrete  which  run  to  the  storage 
facilities  located  on  Whiddy  Island.  This  facility  is  deep  in  Bantry  Bay  and 
in  a  very  sheltered  position.  The  U.S.  is  contemplating  offshore  terminals 
situated  some  15  to  25  miles  out  in  the  ocean,  completely  exposed  to  the 
elements. 

Gulf  Oil's  statutory  basis  for  establishing  the  Whiddy  Island  complex  is 
the  Petroleum  Act  of  1871,  which  established  a  weak  licensing  authority  for 
this  facility.  The  Petroleum  Act  provides  for  the  license  to  be  granted  by  the 
local  authority  in  conjunction  with  the  proprietary  interest.  This  Petroleum 
Act  of  1871  was  repealed  and  superseded  by  the  Dangerous  Substances  Act 
of  1971.  This  Act  provides  for  the  licensing  of  this  terminal  facility  by  the 
Cork  County  Council. 

The  Gulf  Oil  Corporation  has  been  attempting  to  get  on  with  the  business 
of  obtaining  a  new  license  under  the  Dangerous  Substances  Act  for  the  past 
eight  months  but  has  been  unable  to  get  any  satisfaction  whatever  to  date 
from  the  Cork  County  Council.  The  Gulf  Oil  Company  purchased  from 
farmers  about  194  acres  of  land  on  Whiddy  Island  for  the  storage  aspects 
of  this  faciltiy  and  leased  a  rectangular  area  of  about  400  square  yards  for 
the  offshore  operations  of  the  loading  facility.  This  facility  differs  from  our 
proposed  facility  inasmuch  as  the  Gulf  Oil  Company  offshore  terminal  is  right 
in  Bantry  Bay  and  clearly  within  the  Irish  territorial  waters.  Interestingly, 
as  mentioned  before,  the  licensing  power  for  such  facilities  is  with  the  local 
authorities  (Cork  County  Council).  Our  facility  will  undoubtedly  be  some 
15  to  25  miles  out  to  sea,  which  will  put  it  beyond  U.S.  territorial  waters, 
beyond  the  contiguous  zone,  and  apparently  beyond  the  legal  reach  of  the 
local  state  authority  for  such  matters  as  licensing  and  leasing  and  opera- 
tional control. 

The  Bantry  Bay  facility  has  an  international  problem  inasmuch  as  a 
foreign  corporation  is  operating  the  facility  in  the  local  Irish  territorial 
waters  and  this  is  quite  a  sensitive  point  with  the  local  traditions,  inhabi- 
tants and  authorities.  Our  facility,  on  the  other  hand,  has  all  the  inherent 
problems  of  establishing  a  sovereign  entity  in  international   waters. 

There  is  no  Irish  Coast  Guard  to  speak  of  and  there  is  no  local  Bantry 
Bay  Harbor  Authority.  Thus,  there  is  no  regulation  of  vessel  traflSc  using 
this  facility,  nor  is  there  any  regulation  of  the  loading  and  unloading  pro- 
cedures and  operations.  This  loading  and  iniloading  is  done  over  the  watch- 
ful eye  of  the  Bantry  Bay  Gulf  Oil  personnel  but  there  is  no  local  State  or 
Federal  regulation  of  these  matters  as  there  would  be  with  our  facility. 
Nor  is  there  any  authority  to  impose  the  use  of  bridge-to-bridge  radio- 
telephone between  using  vessels,  nor  is  there  any  authority  or  procedure  for 
vessel  traflBc  or  operational  control  as  imder  the  Ports  and  Waterways  Safety 
Act.  As  a  practical  matter,  the  vessel  traflSc  and  berthing  are  controlled  by 
the  facility  personnel. 

There  did  not  appear  to  be  any  pollution  in  the  Bay  at  the  time  of  our 
visit  and  the  Terminal  Manager  claims  that  he  had  only  three  minor  spills 
last  year.  Their  spills  always  occur  during  the  loading  of  a  smaller  tanker, 
which  is  more  under  the  control  of  the  tanker's  crew  than  the  offloading  into 
storage  tanks,  which  is  under  greater  control  by  terminal  oflScials.  Also,  it 
was  noted  that  the  Gulf  people  have  made  every  effort  to  keep  a  low  profile 
in  the  area.  The  storage  tanks  are  set  in  areas  dug  out  of  the  hills  of  Whiddy 
Island  and  are  painted  the  color  green  of  the  local  foliage  so  that  not  only 
do  they  not  obtrude,  but  they  are  not  too  noticeable,  as  is  the  case  with  the 
entire  facility. 

During  the  course  of  the  inspection  of  the  Bantry  Bay  facility,  the  local 
fishing  and  tourist  interests  requested  a  meeting  with  me.  They  claimed  they 
got  my  name  from  the  American  Embassy  in  Dublin.  I  met  these  people 
with  the  understanding  that  the  General  Manager  of  the  Bantry  Bay  facil- 
ity, Captain  Monahan,  and  the  Public  Affairs  OflScer,  Bill  Finnegan,  should 
be  present.  These  local  fishing  and  tourist  interests  indicated  that  they  have 
no  great  objection  to  the  Bantry  Bay  transshipment  facility  as  it  exists  and 
that  there  had  been  a  minimum  of  pollution  and  a  low  profile.  However, 
these  interests  were  greatly  concerned  that  the  American  Petroleum  Com- 
pany had  taken  options  to  purchase  the  remainder  of  Whiddy  Island  and 
were  making  application  to  the  Cork  County  Council  to  establish  an  oil  re- 
finery on  the  remainder  of  Whiddy  Island.  The  proposed  refinery  would  have 
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a  capacity  of  7  million  tons  per  year,  primarily  for  export.  It  was  apparent 
that  the  local  interests  were  opposed  to  the  refinery  coming  into  the  area 
and  a  local  emergency  newspaper  eight  pages  in  length  was  being  circu- 
lated together  with  a  petition  against  the  placing  of  the  refinery  on  Whiddy 
Island.  The  indications  were  that  the  application  would  be  passed  on  by  the 
Cork  County  Council  by  the  end  of  the  year  and  that  the  results  would  be 
negative. 

These  local  interests  also  represented  that  oil  had  been  found  several  days 
before  on  the  north  shore  of  Bantry  Bay.  Captain  Monahan  indicated  that 
he  and  Dr.  Crapp  (an  Irish  Marine  Biologist)  had  investigated  that  oil  at 
the  time  and  sent  a  sample  to  the  laboratory  for  analysis  in  an  attempt  to 
show  that  it  was  not  oil  handled  by  their  facility.  He  also  indicated  that 
there  had  not  been  a  tanlier  into  the  Bantry  Bay  facility  for  five  days  pre- 
ceding the  appearance  of  this  oil.  Despite  these  facts,  any  oil  appearing  in 
Bantry  Bay  presents  a  prima  facie  case  of  culpability  on  the  part  of  the 
Bantry  Bay  facility,  since  it  exists  and  is  operating  there. 

Although  there  is  no  local  authority  to  deal  with  an  oil  spill  and  the 
only  facilities  existing  to  cope  with  such  a  spill  belong  to  the  Bantry  Bay 
facility,  it  appeared  that  the  officials  at  Bantry  Bay  worked  as  closely  as  pos- 
sible with  the  local  people  concerning  possible  and  actual  oil  pollution  in 
the  bay.  This  lends  itself  to  the  suggestion  that  any  legislation  we  may  enact 
providing  for  the  establishment  and  operation  of  offshore  facilities  might 
contain  a  compact  between  the  Federal  and  local  State  authorities  of  the 
State  off  which  the  offshore  terminal  is  located.  This  compact  might  provide 
for  full  cooperation  between  the  local  and  State  authorities  with  respect  to 
all  environmental  matters.  Although  the  State  would  most  probably  lack 
both  the  equipment  and  personnel  to  attack  an  oil  spill,  nevertheless  it  would 
seem  useful  and  appropriate  to  provide  for  State  participation  in  these  mat- 
ters to  the  fullest  extent  possible  and  to  provide  for  State  input  on  all  envi- 
ronmental matters  affecting  the  offshore   terminal. 

There  was  a  presentation  made  by  an  Irish  Marine  Biologist  who  was 
working  on  the  impact  of  the  terminal  on  local  marine  life.  This  Marine 
Biologist,  Dr.  Geoffery  Crapp,  was  operating  under  an  academic  grant.  His 
conclusions  in  essence  were  that  successive  spills  would  destroy  marine  flora 
and  fauna  but  that  up  to  this  point  the  existence  of  the  Gulf  Bantry  Bay 
transshipment  terminal  had  not  had  an  adverse  impact  on  the  marine  life 
in  the  Bay,  and  that  in  general  no  impoverishment  of  littoral  fauna  and  flora 
has  been  found  since  the  establishment  of  the  Bantry  Bay  facility. 

With  respect  to  the  establishment  of  U.S.  offshore  terminals  and  the  Bantry 
Bay  facility,  there  is  quite  a  difference  when  you  are  piping  vast  quantities 
of  oil  a  mere  1300  feet  between  the  delivery  system  and  the  storage  tanks 
and  when  you  are  piping  this  energy  fuel  a  distance  of  15  to  25  miles  under 
the  sea  on  the  seabed.  The  latter  arrangement  obviously  is  more  susceptible 
to  control  and  surveillance,  while  the  long  distance  for  piping  may  allow  a 
greater  margin  of  incident  and  disaster. 

It  seemed  that  the  offshore  terminal  in  Bantry  Bay  was  so  far  a  great 
success  and  was  being  operated  with  minimal  effect  on  the  local  inhabitants, 
the  local  industries,  the  local  governments  and  the  local  environment. 

The  Bantry  Bay  fixed  pier  type  of  terminal  is  not  the  kind  of  terminal  we 
are  considering  off  our  shores.  From  talks  with  the  Gulf  and  British  Petrol- 
eum people,  it  seems  logical  and  certain  that  we  will  go  to  the  mono-buoy, 
single  point  mooring  type  of  terminal.  Tliere  are  already  about  100  of  these 
located  in  the  North  Sea,  the  Persian  Gulf  and  the  Orient.  Most  are  located 
in  the  Orient  and  the  Persian  Gulf.  The  mono-buoy  type  terminal  is  much 
better  for  the  open  sea  because  of  its  flexibility  and  movement  capability 
than  is  a  fixed  pier  type  facility. 
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MILFOBD  HAVEN 

Milford  Haven  is  one  of  the  best  natural  harbors  in  England,  long  the 
favorite  port  of  the  British  Navy  and  Admiral  Nelson.  In  addition,  the  port 
is  the  most  fog-free  port  in  England  and  the  tide  ranges  are  not  great.  For 
these  reasons,  five  major  international  oil  companies  have  established  petrol- 
eum loading  and  ofiloading  facilities  in  Milford  Haven.  Four  of  the  five 
terminal  facilities  are  connected  to  refinery  complexes.  These  facilities  began 
to  be  developed  in  1960  and  were  improved  considerably  in  the  late  60's  to 
provide  for  supertankers.  Milford  Haven  has  become  the  second  largest  oil 
port  in  Europe,  handling  45.7  million  tons  of  oil  in  1972,  with  24.05  million 
net  registered  tons  of  shipping  calling  in  the  same  year. 

The  BP  Angle  Bay  Ocean  Terminal  is  linked  to  BP's  Llandarcy  Refinery 
by  a  62-mile  buried  18-inch  pipeline,  with  a  capacity  of  9.2  million  tons  a 
year.  Before  the  Angle  Bay  Terminal  was  built,  the  refinery  had  an  annual 
capacity  of  3  million  tons,  which  has  successively  increased  to  today's  8.2 
million  tons.  The  terminal's  shore  arm  extends  1350  feet,  with  a  16-foot 
roadway  and  a  32-foot  wide  pipe  rack.  The  jetty  head,  some  3900  feet  in 
length  overall,  lies  at  right  angles  to  the  approach  arm  and  has  three  berth- 
ing heads,  two  capable  of  accommodating  tankers  of  up  to  120,000  DWT  and 
a  third  capable  of  berthing  tankers  of  300,000  DWT.  This  BP  terminal  facil- 
ity is  representative  of  the  terminal  facilities  of  ESSO,  Texaco,  Gulf  and 
AMOCO,  which  are  also  located  in  Milford  Haven.  The  loading  and  offloading 
facilities  at  Milford  Haven  differ  from  the  terminal  facility  at  Bantry  Bay 
in  that  the  Bantry  Bay  terminal  is  not  a  land  extension  but  is  out  in  the 
water  and  connected  to  the  storage  tanks  on  Whiddy  Island  by  pipelines 
buried  in  the  bed  of  Bantry  Bay.  The  Milford  Haven  terminals  differ  even 
more  radically  from  the  type  facility  which  will  undoubtedly  be  established 
off  the  coasts  of  the  United  States,  which  will  in  all  probability  be  mono- 
buoys  of  the  single  fixed  mooring  type.  As  with  Bantry  Bay,  at  Milford 
Haven  the  oil  is  only  piped  a  short  distance  to  the  storage  tanks,  whereas  in 
our  facilities  the  oil  will  have  to  be  piped  distances  of  20  to  25  miles  via 
pipelines  buried  in  concrete  in  the  ocean  bed. 

The  five  oil  companies  purchased  the  land  on  which  the  storage  and  re- 
fineries are  located  from  local  farmers.  The  bed  of  Milford  Haven  is  owned 
by  the  British  Government.  As  a  consequence,  it  was  necessary  for  the  five 
oil  companies  each  to  get  a  separate  Act  of  Parliament  in  order  to  construct 
their  terminals  at  Milford  Haven.  In  addition,  the  Head  of  the  Milford 
Haven  Conservancy  Board  indicated  that  they  also  had  to  get  approximately 
thirty  licenses,  leases  and  approvals  from  local  authorities.  This  having  been 
done,  they  were  able  to  construct  their  terminals  and  assert  jurisdiction 
over  the  waters  within  several  hundred  yards  of  their  terminals.  As  with 
Bantry  Bay,  there  is  no  Federal  or  local  authority  over  the  loading  and 
offloading  and  pipe  operations  of  the  oil  terminal  operations.  This  is  strictly 
done  under  the  surveillance  of  oil  company  personnel  and  monitoring  equip- 
ment. With  respect  to  terminal  facilities  established  off  our  coasts,  it  is 
anticipated  that  the  loading  and  unloading  operation  and  piping  will  be  done 
under  strict  Federal  regulation  and  Federal  surveillance. 

With  the  development  of  the  Milford  Haven  complex,  and  the  enormous 
increase  in  shipping  therein,  there  was  a  need  to  create  a  Civil  Port  Author- 
ity for  overall  control.  Thus,  the  government  in  a  unique  act  of  legislation  set 
up  the  Milford  Haven  Conservancy  Board  under  the  Milford  Haven  Con- 
servancy Act  of  1958.  The  Milford  Haven  Conservancy  Board  consists  of  a 
Chairman  and  17  members,  all  of  whom  act  in  an  honorary  capacity. 

The  Board  is  charged  with  the  duty  to  maintain,  improve  and  protect  and 
regulate  navigation  in  Milford  Haven.  These  duties  include  traffic  control 
for  vessels  using  the  Haven,  provision  of  lights,  buoys  and  communications 
for  the  safety  of  shipping ;  the  improvement  of  navigation  by  dredging ;  and 
the  control  of  physical  work  to  insure  that  there  is  no  deterrent  to  naviga- 
tion in  the  Haven.  The  Board  also  has  the  right  to  levy  dues  on  vessels 
entering  the  Haven,   to  provide  the  necessary   revenue. 

Shipping  movements  increased  from  2,270  in  1961  in  the  Haven  to  8,500 
movements  in  1972.  In  this  same  year,  with  major  oil  company  developments 
in  progress,  it  became  obvious  that  it  was  necessary  to  have  more  accurate 
information    available   on    the   position    of   shipping,    and   experience   showed 
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that,  in  the  case  of  very  large  tankers,  a  very  precise  knowledge  of  the 
vessel's  speed  was  necessary  to  ensure  safe  berthing  and  safe  passage  past 
occupied  berths.  It  was  decided,  therefore,  to  provide  complete  surveillance 
of  the  harbor  and  the  approaches  by  means  of  radar  and  accurate  speed 
and  distance  measuring  equipment.  This  equipment,  which  will  be  operational 
by  the  autumn  of  1973,  will  consist  of  three  individual  radars,  one  situated 
on  St.  Ann's  Head  to  cover  the  seaward  approaches,  one  at  Great  Castle 
Head  to  cover  the  western  Haven,  and  one  on  the  Signal  Station  to  cover 
the  eastern  Haven,  all  linked  by  microwave  links  to  a  console  in  the  Signal 
Station.  The  new  radar  equipment  and  new  improved  communications  equip- 
ment will  be  housed  in  an  entirely  new  signal  station  which  is  being  built 
above  the  Board's  existing  Station  at  Hubberston  Point.  In  addition,  trans- 
ponder beacons  are  being  established  on  the  West  Blockhouse  and  Great 
Castle  Head  transit  light  beacons  and  on  the  BP  jetty  which,  together  with 
portable  pulse  radar  equipment  which  will  be  carried  aboard  individual  ships, 
will  provide  the  Master  or  pilot  with  a  means  by  which  he  can  read  off 
instantaneously  in  digital  form  his  speed,  his  distance  from  the  next  turn- 
ing point  in  the  channel,  and  his  displacement  left  or  right  of  the  center  line 
of  the  channel. 

ESSO,  Texaco,  Gulf  and  AMOCO  all  have  terminal  facilities  in  the  Haven, 
having  roughly  the  same  physical  characteristics  and  capabilities  as  the  BP 
terminals.  These  other  four  terminals  connect  directly  with  storage  facilities 
and  separate  refineries.  Aside  from  the  lack  of  oil  being  present  in  the  water 
of  the  Haven,  a  visitor  is  impressed  by  the  efforts  taken  by  these  organiza- 
tions to  keep  a  low  profile  and  to  conceal  the  storage  tanks  as  much  as 
possible  and  to  keep  the  refineries  well  back  from  the  Haven  so  as  to  be 
unobtrusive.  On  the  basis  of  the  situation  at  Bantry  Bay  and  the  complex 
at  Milford  Haven,  one  concludes  that  if  two  or  three  offshore  terminal  facili- 
ties are  established  off  the  coast  of  the  United  States,  it  will  inevitably  result 
in  the  establishment  of  increased  refinery  capacity  somewhere  on  land  not 
too  far  distant  from  the  incoming  pipelines  from  the  offshore  terminal 
facilities. 

As  with  the  facility  at  Bantry  Bay,  there  are  always  several  tugs  on 
standby  alert  as  well  as  two  or  three  firefighting  tugs  with  hose  towers.  As 
Britain's  major  oil  port,  handling  some  46  million  tons  of  crude  oil  and 
oil  products  annually  (an  average  of  well  over  125,000  tons  per  day),  it  is 
perhaps  inevitable  that  human  errors  result  in  some  oil  polluting  the  waters 
of  the  Haven;  although  all  such  errors,  with  resulting  pollution,  are  not  by 
any  means  confined  to  oil  tankers,  nor  to  the  oil  industry  alone.  Situated  in 
an  area  of  great  natural  beauty  and  with  exceptionally  pure  waters,  Milford 
Haven  has  required  very  special  measures  to  safeguard  it  from  oil  pollution 
and  already  has  a  worldwide  reputation  in  this  sphere. 

Individual  oil  companies  each  maintain  the  most  stringent  regulations, 
strictly  enforced,  for  ensuring  that  oil  spillages  do  not  occur  at  their  termi- 
nals. In  addition,  the  Milford  Haven  Conservancy  Board,  together  with  the 
oil  companies,  has  produced  a  plan  which  sets  out  the  agreed  action  to  be 
taken  by  all  when  oil  pollution  occurs  and  lists  the  resources  available  for 
dealing  with  it.  The  aim  of  the  plan  is  to  treat  all  oil  while  it  is  still  float- 
ing, before  any  of  it  reaches  the  shore,  and  very  careful  attention  has  been 
paid  to  the  special  requirements  of  the  various  nature  and  amenity  inter- 
ests. The  plan  provides  for  frequent  patrolling  of  the  Haven  by  the  Conserv- 
ancy Board,  rapid  reporting  to  the  Conservancy  Board  Signal  Station  of  any 
floating  oil  sighted  by  any  person  anywhere,  and  the  maintenance  at  approxi- 
mately half-hour  calls  throughout  the  24  hours  of  a  special  oil  dispersal 
vessel.  This  unique  vessel,  the  "Seaspray",  has  been  equipped  and  constructed 
for  the  most  efficient  treatment  of  floating  oil  with  emulsifying  chemicals, 
by  spraying  the  detergent  and  by  agitating  the  sprayed  oil  with  a  water 
jet  to  ensure  that  the  necessary  emulsion  results,  and  the  oil  is  dispersed. 
The  oil  dispersal  service  is  operated  on  the  basis  that  the  first  task  is  to 
eliminate  the  pollution,  and  arguments  as  to  responsibility  are  left  until 
later.  Where  necessary,  the  Harbormaster  arbitrates  on  the  responsibility  for 
individual  spillages  and  where  there  is  doubt  the  costs  of  cleaning  up  are 
shared  by  all  involved  parties. 

The  Anti-Oil  Polllution  Plan  provides  also  for  detailed  measures  to  be 
taken  when  damaged  tankers  arrive  in  the  Haven,  and  for  major  spillages, 
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provision  has  been  made  for  portable  equipment  for  dealing  with  pollution 
of  the  shores  of  the  Haven.  Ample  stocks  of  oil  emulsifier  are  held  by  the 
oil  companies  for  common  use  in  emergency.  Special  arrangements  have  been 
made  for  the  closest  consultation  with  local  authorities,  nature  interests,  etc., 
and  early  warning  is  provided  to  them  if  the  spill  is  at  all  serious  and  likely 
to  reach  the  shores.  The  plan  provides  for  special  beach  patrols  where 
necessary. 

As  at  Bantry  Bay,  the  Milford  Haven  Conservancy  Board  employs  a  Marine 
Biologist  who  makes  constant  studies  of  Milford  Haven  and  the  surrounding 
area  in  order  to  assess  the  impact  of  these  commercial  operations  on  marine 
life.  This  Marine  Biologist,  Dr.  Jennifer  Baker,  made  about  a  45  minute 
presentation  to  the  visiting  group.  In  essence,  her  conclusions  were  similar 
to  Dr.  Crapp's  at  Bantry  Bay,  to  the  effect  that  to  date  these  commercial 
operations  had  not  caused  any  great  dislocation  or  decimation  of  the  indige- 
nous marine  biota.  However,  it  was  also  her  conclusion  that  excessive  oil 
spills  or  continued  presence  of  large  amounts  of  oil  would  destroy  not  only 
the  marine  biota   but  the  surrounding  grasslands. 

Discussions  with  those  who  established  the  Bantry  Bay  and  Milford  Haven 
loading  and  offloading  facilities  indicate  that  some  sort  of  Federal  legislation 
is  essential  to  the  entrepreneurs  establishing  terminal  facilities  off  the  coasts 
of  the  United  States.  Also,  it  appeared  preferable  that  the  terminal  should 
be  constructed  and  operated  by  private  interests  and  should  not  be  owned 
or  operated  by  a   State  or  the  Federal  Government. 

At  Bantry  Bay  and  Milford  Haven,  the  oil  companies  have  made  every 
effort  to  minimize  their  presence  in  these  areas  and  the  effect  of  these  facili- 
ties on  the  surrounding  area.  Unfortunately,  up  to  this  point  in  time,  U.S. 
industry  has  paid  little  or  no  attention  to  the  physical  relationship  of  indus- 
trial facilities  to  surrounding  areas  and  communities.  This  must  change  and 
great  care  must  be  taken  by  the  entrepreneurs  to  minimize  the  impact  of 
these  offshore  terminals  physically,  economically,  politically  and  environ- 
mentally on  the  contiguous  States.  Bantry  Bay  and  Milford  Haven  really 
demonstrate  how  much  can  be  accomplished  in  this  area  when  there  is  the 
will  to  do  so. 
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PORT  OF  MILFORD  HAVEN 
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INCREASE  IN  SIZE  OF  SHIP  HANDLED 


Largest  ship  in  each  year, 
Deadweight  tons 


OLYMPIC  CHALLENGER    65,000 


ESSG  LIBYA 


90,000 


BERGEHAVEN 


142,000 


ESSO  SCOTIA 
ROSA  MAERSK 


250,000 


mi 


285,000 
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GENERAL    BOOKBINDING   CO 

'3         f  6983 

QUALITY    CONTROL    MARK 


jiiiiiio 

3  9999  05706  i''" 


